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Abstract 

Multinational Corporations (MNCs) commence expansion worldwide and adopt local 

adaptation or global standardization marketing strategies in foreign countries. This 

thesis is to study whether there is any relationship between the subsidiaries’ marketing 

strategies and headquarters’ (HQ) monitoring mechanism, focusing on the China. 

How adaptation/standardization strategy affects the entire firm, how monitoring 

mechanism influences the relationship between subsidiary and HQ have been paid 

increasing attention to, but the connection between marketing adaptation/ 

standardization and HQ monitoring mechanism is barely discussed, especially in 

real-life cases. Therefore, two comparison cases (Volvo and Ford in China) with 

different marketing strategies are analyzed. This research is conducted through 

subsidiaries’ perceptions on HQ monitoring and local marketing strategies. The result 

shows that their HQs monitoring intensity are very close. However, according to our 

result, their monitoring form is not completely same, one meets the characteristics of 

both ‘Bureaucratic monitoring’ and ‘Cultural monitoring’ while the other one is 

merely ‘Bureaucratic monitoring’. Additionally, the thesis also casts lights on 

managers’ real attitudes towards the HQ monitoring mechanism and local marketing 

strategy through in-depth interviews. 

Keywords: MNC, marketing adaptation, standardization, 4Ps, HQ monitoring 

mechanism, comparative cases 
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1. Introduction 

Within the field of internationalization, Multinational Corporates (MNCs) keep 

expanding business into foreign markets. A huge amount of companies start their 

business, establish plants, import material and export their products/services 

internationally. During this internationalization process, the question mark laid on 

how to successfully start business in foreign markets. The reason of failure could be 

various, i.e. policies, cultural differences, management problems and industry 

competitions etc. MNCs gradually learn how to expand their business in foreign 

markets and take advantages of local environments as an essential part in their 

marketing strategies (Albaum & Tse, 2001).  

Basically, standardization and adaptation are two main marketing strategies when 

MNCs develop their business in foreign markets. And these two strategies would 

significantly impact the local business performance (Vrontis et al., 2006). For 

example, KFC sticks to their adaptation strategy to meet local consumers’ demands. 

Adaptation strategy fuels the KFC’s up to the largest fast food chain store in China 

(Zhang & Zhou, 2012). In contrast, some opposite examples could be found as well. 

McDonalds, the KFC’s primary competitor, is even more successful all over the world, 

though it selects standardization strategy (Zhang & Zhou, 2012).  

The debate over standardization and adaptation has occupied a significant part of past 

research in order to spur MNCs local performance. And the debate encompasses the 

entire marketing mix to analyze the optimal strategy in different situations (Schultz 

and Kitchen, 2000; Kanso and Kitchen, 2004). Calantone et al. (2004) state that local 

market adaptation is a powerful strategy in the internationalization process. On the 

contrary, the economies of scale and cost savings support standardization strategy as a 

better choice (Schuiling & Kapferer, 2004; Kapferer, 2005). As time goes by, an 

increasing number of MNCs expand worldwide and scholars have more opportunities 

to dig deeper in this. Many researches shift from simply weighing the standardization 
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and adaptation to looking for the equilibrium point between them (Theodosiou & 

Leonidou, 2003). Vrontis et al (2009) state that MNCs can and do simultaneously 

focus their attention and resources on a specific business field that “require global 

standardization as well as on aspects that demand local adaptation” (p.15). 

Subsidiaries’ relationships with headquarters (HQ) capture scholars’ attentions later 

on since adaptation or standardization strategy may influence bilateral relationship. 

Bartlett and Ghoshal (1989) state that for MNC, adaptation to local markets requires a 

degree of flexibility and more tightly embedded with local business, which implies 

subsidiaries should have independent decision-making ability. Headquarter, under this 

circumstance, is more likely to impose intensive monitoring on subsidiaries in order 

to bring bilateral primary goals into a consensus. In another word, adaptation strategy 

arises intensive monitoring. On the other hand, subsidiaries adopting standardization 

marketing strategy usually alleviates the intensive relationship because the 

subsidiaries primary goal relatively aligns with subsidiaries (Bartlett and Ghoshal, 

1989). Hence it is not necessary for headquarter to address intensive and frequent 

monitoring on subsidiaries.  

The conclusions that previous studies draw start to encounter increasing skeptical 

arguments when MNCs commence their business expansion into emerging markets, 

China, for instance. After solid rooted in home country, MNCs set up their own local 

organizations (Sheth & Parvityar, 2001). However, because of the cultural difference, 

employee background, government policies and geographic distance etc., MNCs 

found penetrating Chinese markets are not the same case as of developed markets. It 

shows more differences in a many fields which make it difficult for MNCs to anchor 

their marketing strategy; and hence the relationship between headquarter and local 

subsidiaries confronts more uncontrollable challenges (Cui & Liu, 2001). Holm et al. 

(2003) point out that the dynamic local environment impact the HQ-subsidiary’s 

relations and play a fundamental role in addressing the monitoring strategies. And that 

was specifically exemplified when it comes to emerging markets. Cui & Liu (2001) 
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further demonstrate that Chinese market is surrounded by dynamic social and 

economic changes that influence MNCs’ marketing strategies.  

As what researchers have gone through by far, entering foreign markets, especially 

Chinese market, MNCs often tap into a dilemma about local adaptation and global 

standardization strategy. Some studies further clarify and dig deeper into how these 

two strategies’ influences on MNCs’ internal relationship, and indirectly indicate that 

the adopting different marketing strategy would probably influence the relationship 

between HQ and subsidiary via HQ monitoring mechanism. 

1.1 Problem Formulation 

Recent research indicate that MNCs adopting standardization strategies in emerging 

markets were significantly decreased (Rugman, 2009; Verbeke 2009). The data from 

Fortune Top 500 firms showed that only a few of them were truly global and provide 

standardization products or services simultaneously (Rugman, 2005). In this case, 

managers at subsidiary level need the flexibility and initiative-taking without HQ’s 

interference. Meanwhile, as what has been explained, the flexibility and initiative- 

taking will evoke HQ’s monitoring. Therefore, there could be underlying connections 

between HQ’s monitoring and subsidiary’s marketing strategy selection.  

Solberg (1999) also indirectly state that strategy choosing could impact monitoring 

mechanism from the angle of “monitoring costs”. Firstly, the product/service that are 

adapted to local market require more monitoring than standardization strategy does. 

Moreover, the subsidiary which tends to adopt standardization strategy is more likely 

to have a weak competence, such as lack of market knowledge and local business 

resources. This weak competence inevitably makes HQ to standardize their 

products/services; and monitoring costs, in this scenario, are relatively low and this 

enables HQ to change monitoring mechanism accordingly (Solberg, 1999). Indirect 

connections between marketing strategy and HQ’s monitoring could also be found. 
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Therefore, the purpose of this thesis is to analyze if there is any relationship between 

HQ monitoring mechanism and subsidiary’s different marketing strategy (i.e. 

adaptation/standardization) in China market. Based on previous studies, 

adaptation/standardization strategy, HQ monitoring and managing organization 

internal relationship are all important factors for MNCs to be successful. Therefore, it 

is necessary to figure out the relationship between them and try to help MNCs 

understand and manage this internal relationship. China market is another 

precondition of this thesis since it is more dynamic and changeable which makes it 

more difficult for MNCs to balance the relationship among those three factors. 

Furthermore, the related discussion based on China market is comparatively rare. 

Thus this thesis could guide MNCs which have Chinese background a way. 

The first contribution of this thesis is researchers specifically focus on the subsidiaries 

that locate in China where previous studies pay less attention to. Information or 

results that are different from developed market would be emphasized. Secondly, 

previous studies mainly use a theoretical approach to elaborate the relationship 

between HQ and subsidiaries and then suggest that HQ should intensify monitoring or 

the subsidiary should adopt adaptation/standardization strategy. The research 

approaches are most quantitative methods. However, the real attitudes and perceptions 

of corporate managers towards marketing strategy and HQ monitoring are barely 

discussed. Researchers will test whether the previous theory and suggestions are valid 

or not in real-life cases by interviewing managers in Volvo and Ford’s subsidiary in 

China and finally draw a conclusion based on these interviews. 

1.2 Research question 

Is MNCs Headquarter monitoring mechanism related to the marketing strategy of 

subsidiary in China? 

1.3 Structure of thesis 
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The thesis is initially rolled out by the brief introduction of the background of the 

research question, the existing theoretical gap and what researchers want to study. 

Chapter 2 would be an accumulation of relevant concepts, theories and studies to 

figure out the keywords and their potential relationships in this study. Chapter 3 

would be followed by how researchers do the research, which methods to use and 

why to choose them. Case study is selected as research method and two comparative 

cases are utilized to study in depth about the research question. Chapter 4 would 

present the empirical results of the cases. After analysis and discussion, conclusions 

would be drawn. The limitations of this study are also included as well as some tips 

for further study. 
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2. Theoretical Background  

2.1 Definitions 

Adaptation is defined as an approach that MNCs modify one or some elements of 

their products/services according to local changes in order to adjust to the local 

market (Ghemawatand Ghadar, 2006).  

Standardization is defined as a strategy that MNCs tend to provide the 

products/services with standardized characteristics on a worldwide basis (Jain, 1989).  

Marketing is the process of creating and communicating the value of the product or 

service of the company to customers, for the purpose of selling that product or service 

(Silk, 2006). 

Marketing adaptation is the strategy that MNCs adapt their marketing mix to some 

specific characteristics of the local market to improve their international performance 

(Tan & Sousa, 2013).  

Marketing standardization is the activity that MNCs standardize their strategies 

among marketing mix variables (e.g. price, promotion, distribution) when coping with 

international market. (Szymanski et al, 1993) 

Monitoring: Monitoring, in our context, refers to the implementation of routinized 

control approaches, such as frequent communication, staff audit, regulation issuing 

and behavior control etc, which help HQs to gauge developments in subsidiaries 

(Ambos & Schlegelmilch, 2007). Control, in this case, is the approach that MNCs 

implement the monitoring. 

The theories that will be introduced in this chapter will be in a certain framework. 

1. Firstly, theories about adaptation/standardization will be the first part, which 
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includes  

A). the introduction of adaptation/standardization 

B). concepts about marketing mix, in order to elaborate the primary approach we 

apply in section C. 

C). how to evaluate the tendency of adaptation/standardization in MNC’s 

marketing mix. 

2. Secondly, theories about monitoring mechanism will be explained in the second 

part. 

A). monitoring intensity and three measurements  

B). the definition of different monitoring forms 

C). factors that influence the HQ’s monitoring form. 

3. Lastly, previous findings about the potential connections between MNCs’ 

adaptation/standardization strategy and HQ’s monitoring mechanism will be 

elaborated.  

2.2 Local adaptation vs global standardization 

Basically, when MNCs decide to market abroad, standardization and adaptation are 

two strategies that alter the MNEs outputs in the local market. Adaptation or 

standardization, and how to adapt/standardize in the local market, raised a debate as 

early as 1961 (Ryans Jr et al, 2003). When it comes to adaptation, many authors found 

the underlying relation between adaptations and their influences on the company 

performance. Studies (e.g. Douglas and Craig's, 1992; Szymanski et al., 1993) 

hypothesize the positive association between the firm’s performance and the local 

adaptation strategy. Further, proponents of adaptation have proved that 

products/services should be tailored to match some unique characteristics in local 

markets (e.g. Calantone et al., 2004 and Kashani, 1989). More specifically, they 

suggest that MNCs should adjust their marketing mix in order to meet market 
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requirements and improve MNCs’ international performance (Vrontis, 2009). In 

contrast, Samiee & Roth (1992) deeply analyze the MNCs local adaptation strategies 

and argue that there is no direct link between the international performance and 

adaptation strategy, since no significant difference is discovered between MNCs 

executing global standardization and those adopting local adaptation. 

On the other hand, advocators of global standardization concentrate on the growing 

market homogeneity and propose that global standardization enables subsidiaries 

attract those customers who “seek the common consumption experience that the 

trademark represents” (Michael, 2002, p328) by “providing the same product or 

service at every location” (Falbe and Dandridge, 1992, p48). Despite the market 

homogeneity, another important reason scholars supporting standardization is the 

economies of scale and cost savings (Kapferer, 2005), since predictable increasing 

costs in the local adaptation activities may reduce the likelihood of MNCs adapting 

marketing mix to local market. Furthermore, Theodosio and Leonidou (2002) 

highlight the importance of the international communication channels and internet 

which facilitate the standardization strategy; therefore, they posit that the advantages 

of global standardization strategy are: 1). Significant economies of scale in “all 

value-adding activities” (p59); 2). Consistent corporate/brand image across the 

countries; 3). Reduce the managerial costs due to better coordination with subsidiaries 

and control of international operations 

Nevertheless, many researches shift from simply comparing the standardization and 

adaptation to seeking the balance in MNCs marketing mix. Scholars expect to spur the 

company’s local performance by clarifying the how to properly fulfil both the 

standardization and adaptation in marketing mix. Subhash C. Jain (1989) propose that 

if the market infrastructure is “well developed”, standardization is the most feasible 

strategy. The whole study is based on the data drew from “advanced countries”, such 

as North America and Western Europe, where global standardization strategy 

dominates the entire marketing mix. The reason MNCs adopt standardization strategy 
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in those areas is that standardization can provide products and services all over the 

world with relatively lower costs and higher margins. Ten years later when Europe got 

more united, Dana & Vignali (1999) illustrate their doubt about adopting 

standardization strategy in Europe Union by stating that standardization is not always 

feasible even if the market infrastructure in host countries resembles the home country. 

They point out that a MNC, which tends to view the whole world as a single market, 

has to adapt their market mix in a subtle way, regardless whether the prototype 

product for the “advanced countries” is formulated (Dana & Vignali, 1999). 

Theodosiou and Leonidou (2003, p. 167) affirmed this conclusion by demonstrating 

“international marketing strategy will lead to superior performance only when it 

properly matches the unique set of circumstances within a particular overseas market”. 

Engels et al (2011) further prove that the adaptation is needed, especially when 

cultures differentiated. They interview top managers in Coca cola in Japan and 

postulate that global standardization is partially feasible but the degree of adaptations 

could be varied periodically and geographically.  

The previous conclusions are challenged when MNCs commenced their global 

expansion to the emerging markets. MNCs, on the one hand, are obsessed with the 

huge market demands; on the other hand, MNCs have to face with more market 

challenges in dynamic business environment (Batra, 1997). In order to capture the 

potential growth (Prahalad and Lieberthal, 1998), some of MNCs focused on the 

similarities across countries by providing products/services on the world level 

(Bartlett and Ghoshal, 1989), which could be benefit on their previous knowledge. 

Some of them tailored and differentiated their products/services according to 

economic, geographical, and cultural differences (Doz, 1986), which could be 

regarded as the adaptation strategy. The marketing strategies were initially varied but 

the recent researches (e.g. Rugman, 2009; Verbeke, 2009) indicate that the number of 

MNCs which adopt standardization strategies in emerging markets got fewer and 

fewer. Rugman (2009) analyze data on trade and foreign direct investment (FDI) of 

both developing and developed markets: North America, the European Union (EU), 
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and Asia. The study indicates that the majority of the companies were “regionally 

based”. Only a few of the MNCs are national-region firms, and even less are truly 

global. Rugman (2009) claimed that regional product/service adaptations are the 

prerequisites of local success among Fortune 500 and MNCs should devote special 

attention to the concept of region contour, which stands for the area that has similar 

market background, rather than the concept of global and national contours. 

Furthermore, when it comes to emerging market, there are considerable events 

reflecting that local subsidiaries dominate their own decision making process since 

global standardization does not suitable or be feasible anymore in these markets due 

to the huge gaps in the aspects of economy, culture, political environments (Calantone 

et al, 2004). 

To sum up, it seems to be superficial to simply assert global standardization is better 

than local adaptation or local adaptation helps more than global standardization for 

MNCs. Properly selecting both of them in local market is what scholars suggest. 

However, some studies also suggest that standardization was not feasible when local 

business environment was relatively differentiated. 

2.3 Marketing mix and the measurements 

As mentioned, since marketing mix is the primary difference between standardization 

and adaptation strategy, it is therefore the main method in classifying which strategy 

MNCs select. When narrowing the concept of marketing mix adaptation, it involves 

the customization of marketing strategies for different regions, based upon assorted 

factors which evoke the company adapts its marketing approaches to each 

environment (Ang and Massingham, 2007). Marketing adaptation is essential since 

insurmountable differences exist in different countries and even different markets in a 

same country (Papavassiliou and Stathakopoulos, 1997). Cavusgil and Zou (1994) 

found that there is a positive relationship between some elements of marketing 

strategy and the corporate performance. Hence multinational companies should try to 
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find out how to adjust their marketing strategy so as to meet market requirements.  

However, a key issue here is how to decomposition the marketing strategies in order 

to measure the tendency of adaptation or standardization. Walters (1986) initially 

concludes previous theory and asserts that it is difficult to conceive the marketing 

strategy as a whole concept and the in depth view over the marketing strategies should 

encompass all the facets of market mix. Moreover, Powers and Loyka (2010) further 

stated that the approach to measure and evaluate the marketing adaptations is 

scanning the market mix even if the marketing strategies have experienced 

dramatically changes over decades (Powers & Loyka, 2010). Thus, the marketing mix 

is the optimum tool to test the degree of local marketing adaptations or global 

standardization.  

2.3.1 Marketing mix and adaptation 

Marketing mix is proposed by McCarthy (1975), which indicates four marketing 

decision variables: Price, Product, Promotion and Place. These four factors directly 

and indirectly contribute the marketing mix and they constitute the “4Ps”. Booms and 

Bitner (1981) proposed the “7Ps mix” which contains Price, Product, Promotion and 

Place, plus People, Process and Physical Evidence. It is more frequently adopted in 

service industries and knowledge-intensive environment; on the contrary, 4Ps are 

applied to tangible products (Aaker, 2009). In the following study process, we will 

use 4Ps as measurement of the degree MNCs involve in local marketing adaptation or 

global standardization because the tool of marketing mix 4Ps is widely accepted and 

used globally by scholars and companies in order to study marketing strategies.  

On 4Ps aspect, product adaptation represents “the extent to which the physical 

product differs across national boundaries” (Powers and Loyka, 2010, p.66). They 

also cite Hill and Still’s word in 1984 that the product changes across multi-domestic 

markets have two groups in a way - mandatory changes and optional changes. 

Mandatory changes are uncontrollable matters, e.g. legal, economic, climate. Optional 
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changes refer to the adaptations which could lift company’s market position, such as 

competition, consumer preferences, and local distribution systems (Powers and Loyka, 

2010, p.66). As to the pricing adaptation, Powers and Loyka (2010) thought revenue 

maximization can be achieved through pricing adaptation, including premium pricing 

when market conditions are favorable or competitive pricing when market conditions 

are unfavorable. Distribution (Place) adaptation refers to the adjustment of the 

corporate’s channels to that local market, involving selection of the distribution 

system, network, transportation and so on (Brei et al, 2011). Finally, Promotion 

adaptation including adaptation of brand name, product positioning, packaging, and 

sales promotions can be prompted by competitive pressures (Cavusgil & Zou, 1994). 

“Differences in the availability, suitability, and cost of advertising media complicate 

international product promotion.” (Powers and Loyka, 2010, p.68). 

2.3.2 The tendency of adaptation/standardization 

Powers and Loyka (2010) discuss the importance of adaptation in international 

markets and identify the degree of adaptation or standardization by analyzing 

individual marketing mix elements - product, price, place, and promotion. They find 

that the reality is far more complicated than generally categorizing MNCs marketing 

strategies as completely adaptation or standardization. For example, MNCs adapt their 

products to local market but stick to the original price, place and promotion strategy. 

In order to clarify the general tendency of MNCs’ marketing strategy, they weight 4Ps 

separately in marketing mix. And this approach is the foundation of this thesis to 

analysis the difference across various parts in marketing mix.  

The price of a product/service usually shows the greatest tendency of adaptation since 

MNCs, in many cases, are not obliged to adapt prices by local legislation and 

competitive situation (Powers and Loyka, 2010). A MNC making concession on price 

illustrates that they often have a positive attitude towards adaptat ion strategy. further, 

this strategy is “relatively easy to implement and do not suffer from scale 
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diseconomies” (Powers and Loyka, 2010, p. 69). In contrast, when MNCs insist their 

prices or barely adapt their prices accordingly in local market, MNCs are more likely 

to show a negative attitude towards adaptation strategy and simultaneously tend to 

standardize their products/services. Therefore, more emphasis would be laid on 

MNCs’ price adaptation in two cases.  

Secondly, the distribution (Place), in their study, is the second dominant factors in 

measure the tendency level of adaptation/standardization. They assume that this 

proportion of adaptation of marketing mix will have “relatively large levels of 

adaptation” though distribution adaptation is a bit difficult to execute. Thirdly, low 

degree of adaptation could be found in the product adaptation and promotion 

adaptation since MNCs pay attention to the delivery of convergent advertise message 

and building a global brand awareness and image. Thus, maximizing the efficiency 

and economy of scale arise the need of standardization. All in all, sorting 4Ps by the 

importance in identifying adaptation/standardization, Price counts most and following 

by Place (distribution), Promotion and Product. 

More specially, a marketing mix could still be categorized as an adaptation strategy 

even if some parts of the mix reflect “standardization”. For instance, when MNCs 

adopt price adaptation strategy and standardize promotion strategy simultaneously, 

this strategy, in our contexts, is categorized as adaptation since price weighs more 

important than promotion. 

2.4 HQs’ monitoring system 

“Monitoring may be defined as the process by which one entity influence, to varying 

degrees, the behavior and output of another entity through the use of power, authority 

and a wide range of bureaucratic, cultural and informal mechanisms (Jaussaud and 

Schaaper, 2006, p22)”. HQ would, more or less, monitor its subsidiaries since it 

expects a clear understanding of the subsidiary activities, and further to ensure the 

subsidiary is aligned with the corporate strategy (Ambos et al, 2010). In order to do 
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that, HQ would alter the monitoring intensity according to the specific situation, for 

instance, the geographic distance (Slangen, 2011), subsidiaries’ initiative taking 

(Ambos et al, 2010) and local subsidiary support (Solberg, 1999). In addition, HQ 

sometimes tends to adopt several different monitoring forms to gauge the subsidiary’s 

behavior, since different monitoring forms yield different monitoring intensity as well. 

For instance, when the subsidiary has surplus power to influence on the entire 

corporation’s strategic decision making, increasing monitoring intensity and adopting 

harsh monitoring form is a distinct approach from where HQ stands (Jaussaud and 

Schaaper, 2006). Therefore, monitoring intensity is a core concept in monitoring 

mechanism.  

2.4.1 Monitoring intensity measurements 

2.4.1.1 Decision making ability  

Decision making ability is the freedom that subsidiaries make their own strategic 

decisions (Ambos et al, 2010). The subsidiary, from where it stands, is interested in 

enhancing its own business network and increasing its degrees of making decisions 

with limited interference from others (Deci, 1980). Among all the things that the 

subsidiary pursues, the decision making ability is the most important approach that 

helps the subsidiary enhance their performance (Ouchi, 1981). Plus, resources, 

business networks, human resource management, to name a few, are all the variables 

that would come after and be benefit from independent decision making. Therefore, 

independent decision making is the prerequisite of subsidiary’s own business building; 

and it is undoubtedly the first approach HQ expects to weaken or strengthen the 

monitoring intensity if needed. 

2.4.1.2 Resource allocation 

The second factor to measure the monitoring intensity is whether the company is 

responsible for its own local resources, which has been defined as “resource 

allocation”. Resource allocation, to some extent, is a consequence of decision making. 
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When the subsidiary has relatively high decision making ability, it tends to hold 

important strategic resources (Bartlett & Ghoshal, 1989) in order to develop their 

local business network and boost their local output performance. HQ, in this case, 

doesn’t completely rely on direct control on subsidiary’s resource (e.g. build own 

business communication within subsidiary’s local network). On the contrary, 

monitoring is achieved by a combination of two activities (Ambos et al, 2010):  

A). strict budget and capital investment monitoring 

B). human resource monitoring (e.g. managers at key position will from HQ) 

Thus, these are two domains that will be laid emphasis on in analyzing the resource 

allocation ability. From the subsidiary perspective, with a high level of local market 

knowledge and the outstanding resource allocation ability, the subsidiary tends to 

adopt local adaptation strategy under low influence and monitoring from HQ (Solberg, 

1999), which reflects the monitoring intensity 

2.4.1.3 Communication frequency between HQ and subsidiary 

Frequent communication is one routinized monitoring mechanism which is widely 

accepted as an additional monitoring approach (Ambos & Schlegelmilch, 2007). 

Through the frequent communication between HQ and subsidiary, HQ can acquire 

necessary information about the subsidiary operations, to limit the subsidiary's 

adaptation strategy, which is unnecessary or out of HQ’s expectation, in the local 

market. Communication, compared to control over decision making ability and 

resource allocation, is a simple monitoring approach.  

2.4.2 Monitoring forms 

As MNCs start expanding globally, studies focus on the relation between HQ and 

subsidiaries and monitoring mechanisms used by MNCs. Monitoring mechanism is 

mainly integrated with the activities in the MNC (Muringaseril, 2007), however, 

how to properly integrate is varied in accordance with the organization structure and 
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the culture in the firm. The complexity and unique characteristics of MNCs make the 

form of monitoring mechanism that HQ adopts an appealing topic. Four different 

monitoring forms will be introduced and they will be sequenced from the most 

rigorous to the most gentle. 

2.4.2.1 Behavior monitoring 

Behavior monitoring is a monitoring mechanism fulfilled by imposing strict 

monitoring on local subsidiary’s behavior. This is often achieved by HQ observing 

and supervising partial or all the behavior of its subsidiaries (Egelhoff, 1984). HQ, 

when exerting behavior monitoring, plays the dominate role and almost involves in 

every part that the subsidiary operates. Generally speaking, HQ prefers to set specific 

regulations, rules or plans, which is defined as bureaucratic monitoring, to gauge the 

subsidiaries operation. However, behavior monitoring is more likely to be 

implemented when HQ believes that the subsidiary would refuse, or is not able to 

comply with the rules, regulations or plans that HQ sets. Under this circumstance, HQ 

must personally get involve in every part that subsidiary operates in order to 

guarantee the subsidiary acts in line with general strategy. Bureaucratic monitoring 

would be pointless and HQ has to be extremely careful in this case (Ouchi and 

Maguire, 1975). This form of monitoring is usually entailed with high control costs, 

less attractive and less proximity between the HQ and subsidiaries. 

Ouchi and Maguire (1975) further suggest that the behavior monitoring could be 

exerted in some small organizations where the relations between controller and 

subsidiaries are completely understood. On the contrary, their research further finds 

that behavior monitoring is decreased in MNCs which had a clear hierarchy, since 

behavior monitoring is considerably more rigorous than any other monitoring forms. 

And the intensity between HQ and its subsidiary often leads the dissatisfaction in the 

subsidiary, which appears to counter the productivity. Therefore, it is quite likely that 

MNCs adopt other monitoring forms to monitor subsidiaries rather than behavior 

monitoring. 
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2.4.2.2 Bureaucratic monitoring 

Bureaucratic monitoring is HQ uses rules, regulations, policies, procedures or target 

setting to control subsidiaries activities (Roth and Nigh, 1992). For instance, the 

future plans are pre-set; the regulations or the policies are standardized; the strategies 

formulated by subsidiaries are overruled if they are opposite to HQ’s global strategy. 

Comparing with the behavior monitoring, the bureaucratic monitoring considerably 

decreases the HQ’s involvement in management of foreign subsidiaries, since HQ 

could suppose that those rules, polices, regulations can be fulfilled by subsidiaries and 

organizational members accept the legitimacy of HQ's authority (Roth, Schweiger & 

Morrison, 1991). HQ barely needs to manage the entire subsidiaries operations but 

only getting involved in core aspect, like strategic plans making. 

Comparing to behavior monitoring, personal monitoring is substituted by impersonal 

methods. This partially frees the subsidiaries’ decision authorities and independent 

management activities. Further, the aim of bureaucratic monitoring is considered to be 

“the organizational execution and the output of the activities rather than managing the 

behavior” (Muringaseril, 2007, p34). Thus, it may limit the organization adaptations 

to local market and operational autonomy but reduce the intensity of verbal 

communication to a minimum. 

2.4.2.3 Culture monitoring 

Culture in MNCs means a pattern of norms, beliefs, intents and values that is shared 

and recognized by the entire organization (Schwartz & Davis, 1981). Culture 

monitoring, in this case, turns out to be an important behavior guide in addition to the 

bureaucratic monitoring. Culture monitoring is more likely being used in scenario that 

the regulations, rules and policies are difficult to explain or tough to execute. HQ, 

which tends to implement culture monitoring, hopes that the subsidiaries act in 

accordance with the company’s main intents. Basically, cultural monitoring is a more 

gentle approach compared to bureaucratic monitoring, since intangible rules are 
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relatively more acceptable and flexible than tangible rules; in this case, norms, beliefs 

and values are all intangible concepts while rules, regulations and policies are tangible 

standards. Thus, cultural monitoring is less harsh than bureaucratic monitoring. 

One of the most practical and efficient way of exerting culture monitoring is through 

human resource control. Recruiting managers from parent country to exert monitoring 

from HQ in subsidiaries is a typical human resource method in culture monitoring 

(Baliga & Jaeger, 1984).  Edström & Galbraith (1977) initially research how to 

practically characterize the cultural monitoring and they demonstrate that the extent of 

culture monitoring could be measured by: 

A). the proportion of “expatriates” in top and middle level management positions in 

the subsidiaries.  

B). the extent of formalization.  

C). the information exchange intensity and frequency between subsidiary and HQ.  

Gray (2002) further summarizes and concludes the definition of “expatriate”. The 

Ethnocentric School defines the expatriates as the top or middle level managers in the 

subsidiary who are only from the parent country. In contrast, Geocentric School 

reckons the expatriates as the staff selected from all over the world except the host 

country in the subsidiary. Geocentric School further states that the staff selection in 

MNCs is based on the competencies, not on the nationality. However, when analyzing 

the culture monitoring exerting from HQ, the definition from Ethnocentric School will 

be adopted since the managers from parent country are a more direct way to execute 

the monitoring from HQ; the expatriates from all over the world will improve the 

performance of subsidiary in a way, but exercising monitoring on behalf of HQ is 

something that they lack.  

However, a notable decrease in the proportion of expatriates and host country 

nationals triggered the scholars to review the culture monitoring mechanism in the 

late of 80s. Kobrin (1988) argues that the local managers’ replacement over the 
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expatriates is possibly fueled by the pursuit of lower costs, more efficient managerial 

approaches and more profound local marketing knowledge requirements. The 

traditional approach to exercise the culture monitoring is phrasing out and the HQ 

should gradually change the subsidiary’s culture into HQ’s corporate culture by the 

process of culture learning (Gong, 2003). 

2.4.2.4 Output monitoring 

Output monitoring is an approach to exert the monitor by evaluating the output of the 

subsidiary (Chang & Taylor, 1999). The output, for example, is largely evaluated by 

the sales performance, the return of investment (ROI) and the net profit etc. In 

contrast to the monitoring forms that listed above, output monitoring is the most 

flexible and the least harsh, since output is only a small part of the behavior - 

consequences. Collis et al. (2007) and Slangen (2011) further cast lights on the how 

MNCs impose output monitoring and what consequences would be yielded. They 

claim that output is primarily exerted by impersonal means, for example, HQ and 

subsidiary managers exchange data and evaluate performance over distance. When it 

comes to the consequences, HQ will face more risks, or, the information will be less 

transferred; the staff in the subsidiary may sense less pressure and control 

simultaneously. Hence, the company is more likely to choose output monitoring when 

the cultural distance is relatively closer for the sake of uncertainty. 

2.4.3 Factors that influence HQ’s monitoring system  

1. Geographic distance  

Geographic distance is a fundamental reason that influences HQs monitoring system 

(e.g., Dellestrand & Kappen, 2012; Rose & Ito, 2008; Slangen, 2011). Monitoring 

generally becomes increasingly expensive due to the geographic distance between HQ 

and subsidiaries. Basically, the farther the distance between each other, the higher the 

communication cost is, and hence the less frequently both sides communicate and less 

intensity HQ imposes on subsidiaries. More specifically, travel expense, to start with, 
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is the primary and direct effect made by distance. When the representatives from HQ 

and subsidiaries schedule a face to face conference, travel costs are considerable and 

inevitable (Slangen, 2011). Secondly, the geographic distance simultaneously 

increases the time cost which is more important to MNCs (Slangen, 2011). 

Subsidiaries need more time to get in touch with HQ while HQ requires more time to 

completely get the information from subsidiaries. By traveling to each other’s site in 

order to exert monitoring, such as behavior monitoring and interactions with 

subsidiaries to create a corporate culture, bilateral representatives may sacrifice plenty 

of time which could have been scheduled to pursue much more productivity (Boeh & 

Beamish, 2012). Time opportunity costs should never be underestimated in selecting 

monitoring forms. Boeh & Beamish (2012) take Xerox, which has an US HQ as well 

as a Japanese joint venture, as an example. They demonstrate that the employee 

number that travel between these two sites adds up to 10,000 while average time that 

spent on the travel is 49 hours even taking the advantage of modern transportations. 

Furthermore, 490,000 hours annually in total due to the geographic distance makes 

Xerox pay. Xerox has to change their monitoring form imposed on Japanese joint 

venture by decreasing the intensity and frequency of bilateral communication and 

start to pay more attention to the output control. Fourthly, with the development of 

remote communication technology, the time costs have rapidly reduced. However, 

expenditures such as mobile cost, internet fees and phone calls experience a fast 

growth (McCann, 2008). More importantly, comparing with the time cost, MNCs tend 

to choose remote communication which is also increase with the geographic distance 

(Baaij & Slangen, 2013). Lastly, time zone will alter the HQ’s attitude towards the 

monitoring mechanism since the greater the time differentiated, the longer it will 

delay and take actions, and thus HQ prefer to decrease the frequency of 

communication because of the greater chances of delay costs (Stein & Daude, 2007).  
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Figure 2.1 HQ–subsidiary geographic distances characterized by different communication levels. 

(Source: Baaij & Slangen, 2013, Journal of international business studies. 44, P.947) 

2. Subsidiary’s initiative-taking 

Additionally, Ambos et al. (2010) suggest that the extent of subsidiary’s initiative 

taking also influences the monitoring. More specifically, subsidiaries with high level 

of strategic choice are more likely to evoke more insensitive monitoring.  

Since subsidiaries hold important strategic resources in local market, they have 

freedom in putting forward their own proposals which contribute value adding 

activities for the MNCs (Ambos et al., 2010). This freedom enables subsidiaries to 

have the ability to allocate or create valuable resources without the explicit permission 

from HQ. Because of the importance of such resources, HQ, to some extent, relies on 

subsidiaries and the strict hierarchy transpires. Forsgren et al. (1999) state that 

subsidiaries will have, and should have a strategic role which is quite different from 

an implementer of HQ’s decisions. Such a strategic role and independent decision 

makings that happen outside the parent country are defined as “subsidiaries’ initiative 

taking” (Birkinshaw, 1997). And there is ample evidence that subsidiaries increasing 

pursue the initiatives by properly allocating their own local resources, such as 

independently develop new products for local market, acquire other companies or 

attract investments (Ambos et al., 2010).  
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HQ recognizes that some subsidiaries consistently take initiatives, and HQ is clear 

that some of these initiatives will bring them positive effects. However, they have no 

clue about whether every initiative is aligned with corporate strategy of the entire 

organization. One approach is that HQ exerts monitoring mechanism on subsidiaries 

in order to ensure what subsidiaries are initiating is corresponding to the corporate 

strategy (Gates & Egelhoff, 1986). Ambos et al. (2010) further found HQ will 

increase monitoring when subsidiaries take more initiatives via strict scrutiny over 

subsidiaries’ strategic plans and high frequency visits. Additionally, HQ will get 

involved in strategic plans making if necessary. Thus, they hypothesize that “the 

higher the level of past subsidiary initiatives, the higher the level of HQs' monitoring 

of the subsidiary” (Ambos et al., 2010, p7).  

3. Local subsidiary/representative support 

Solberg (1999) suggest that the support HQ obtains from subsidiaries will alter the 

form or change the intensity of monitoring. Support, in this case, is defined as the 

local subsidiary/representative’s ability to use specific market knowledge and local 

resources to help HQ make decisions and enhance the company’s local performance 

(Solberg, 1999). On the one hand, when local subsidiary/representative’s support is 

relatively low, company tends to adopt standardization strategy; and this strategy 

allows HQ to reduce the monitoring costs and ensure company’s image (Solberg, 

1999). As a consequence, HQ may intensify or soften the monitoring in accordance 

with the subsidiary’s performance or the mutual relationship since the monitoring 

costs are significantly declined. For example, Park Pen decreased the number of styles 

of pens from 500 to 100 and manufactured standardized pens worldwide because of 

lack of internal support from their local managers (Solberg, 1999, p82). On the other 

hand, assuming that the local subsidiary/representative’s support is comparatively 

high, HQ is more likely to adopt their suggestions to seek a better future. From the 

subsidiary perspective, with a high level of local market knowledge and the 

outstanding resource allocation ability, the subsidiary tends to adopt local adaptation 



26 

strategy under low influence and monitoring from HQ (Solberg, 1999). Nevertheless, 

the monitoring costs, in this case, are significantly higher than monitoring subsidiaries 

adopting standardization strategy, which trigger HQ to develop shared values, 

corporate strategy, norms and belief in order to align the subsidiary’s strategies with 

global ones (Nohria and Ghoshal, 1994). According to the monitoring forms that have 

been listed above, HQ prefers to adopt a moderate monitoring form when the 

subsidiary/representative’s support is relatively strong. Therefore, local 

subsidiary/representative’s support is crucial in exerting monitoring.  

2.5 The relationship between marketing strategy and monitoring 

Ambos et al (2010) in “What are the consequences of initiative-taking in 

multinational subsidiaries” present that the dynamic HQs-subsidiary relationship 

inside the MNCs. Further, they explain how initiative-taking, which is defined as the 

subsidiary’s own competence and decision making ability in local business, evokes 

HQs’ monitoring. The article focuses on the HQs’ leading role in the overall 

management and suggests that the HQ should leverage the subsidiary’s initiative and 

the HQ’s monitoring. Comparing to previous studies which emphasis the detailed 

connections between subsidiary marketing strategy and their impacts on the MNCs’ 

internal management, this article particularly aims at HQ’s role and monitoring 

mechanism when subsidiary make their own strategies independently (initiative). 

Meanwhile, other factors, such as HQ’s attention and subsidiary’s influence, are 

hypothesized and verified as the consequences of subsidiary’s initiative. The final 

model gives us a clear understanding of how initiative taking influences the entire 

firm from a theoretical angle and proposes a rigorous test according to huge amount 

sample get from 257 MNCs’ subsidiaries located in three different countries 

(Australia, Canada and the United Kingdom).   
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Figure 2.2 Final Model of the consequences of initiative-taking in multinational subsidiaries 

(Source: Ambos et al, 2010, Journal of International Business Studies (2010) 41, 

P.1112) 

Although the article lacks discuss about the Chinese market where subsidiaries tend to 

initiative, the entire piece of work provided abundant description of the internal 

behavior and the relationship between HQ and subsidiaries. These descriptions can be 

the theoretical foundation when interviewing managers in two companies that are 

chosen. The resource dependence theory in this article is adopted in our thesis to 

measure the intensity of monitoring as well. In addition, the article provides us the 

definition of monitoring, evidence and examples that we could use in developing our 

interview questions.  

2.6 Summary of theories  

Important theories about adaptation and standardization strategy in previous 

researches have been presented. Simple comparison between those two strategies has 

been substituted by using compound strategies – splitting the corporate marketing 
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strategy into marketing mix (4Ps) and tuning each P according to the specific local 

situation, for example, standardizing products and adjusting price. Though the 

majority of MNCs use the compound strategies, the adaptation/standardization 

tendency in their marketing mix could be still defined since each P is weighted 

differently. Price and Place (Distribution) adaptation reflect a high tendency of 

adaptation; Promotion and Products adaptation reflect a lower tendency of adaptation.  

When it comes to monitoring, three measurements - decision making ability, resource 

allocation and the communication frequency - are introduced as the primary theory to 

measure the monitoring intensity. In addition, four principal types of monitoring 

forms are introduced in a linear way: from the most intensive form to the gentlest one. 

It could help us evaluate and compare the monitoring intensity more specifically. 

Moreover, the intensity of the monitoring could be still varied in the same monitoring 

form. Thus, more detailed variables, for example, the range that HQ involves in daily 

activities, the corporate believes, the expatriate managers, so on and so forth, are 

further elaborated under each monitoring form.  

In this thesis, we will firstly try to use adaptation/standardization and 4Ps theory, 

together with the information collected from interviews, to deeply analyze each P. 

Further, we will evaluate each P and separately weigh them as what theories elaborate. 

And hence illustrate what kind of marketing strategy the company implements, 

adaptation or standardization. The final aim of the first step is to find “which 

company has what marketing strategy tendency”.  

Secondly, we will stick to the three monitoring intensity measurements to design the 

interview questions, in order to further discuss the monitoring intensity in two 

different cases. Moreover, four monitoring form will be additional theory in 

discussing monitoring intensity and monitoring mechanism, if some interesting 

findings in real life cases cannot be fully explained by those three measurements. 

Lastly, to answer the research question, the potential relationship between 



29 

adaptation/standardization strategy with HQ monitoring system will be analyzed by 

comparing the cases and analyze whether the findings of case study meet what 

theories suggested. Relevant theories would be utilized to explain the findings as well 

as their reasons. In order to be clear, comparison discussion would be necessary to 

analyze the results. 
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3. Methodology 

3.1 Research method 

3.1.1 Motivation of case study 

This paper is to study the relationship between the HQs’ monitoring mechanism and 

subsidiary marketing strategies (adaptations/standardization) in China. Thus, the 

analysis focuses on the marketing adaptation/standardization behaviors of those 

foreign-owned subsidiaries in China, and their HQ monitoring mechanism. Those 

MNCs which have subsidiaries in China and started business for years are specifically 

aimed.  

Considering the research question and the need of using multiple data sources, such as 

company reports, archives, interviews, and observations, case study is selected as 

research method. According to Yin (2003), case studies are the preferred research 

strategy when ‘how’ and ‘why’ questions are being examined, particularly when the 

research focus is on a contemporary phenomenon within some real-life context. 

Rahim and Baksh (2003) further state that case studies have the merit of incorporating 

relevant variables involved in this study and the observation of actual practice in a 

real-life context. Hence, case study is comparatively the most suitable method to 

perform and answer the research question. Further, case study offers in-depth study 

and have a clearer understanding on this real-life phenomenon, for instance, why 

MNC make marketing adaptations/standardization, what adaptations did they make, 

HQ monitors subsidiaries in China in what way and for what, how employees feel 

about these, etc. In addition, it is more possible to find some interesting points with 

case study instead of theoretically evaluating data which are collected from 

quantitative surveys. Hence, case study is selected as research method of this study. 

Since the purpose of this thesis is to study the local marketing strategies of MNC 

subsidiaries and HQ monitoring system, multiple-case is more suitable compared with 
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single case. The case studies are conducted thoroughly through subsidiary’s view and 

their perceptions on HQ monitoring, which facilitates data collection case 

comparisons and data analysis. It is expected to have findings through analyzing two 

comparative cases’ differences and similarities. More precisely, the main strategy 

objects are constituted by one MNC subsidiary which is addicted to global 

standardization and another one which utilizes local adaptations as marketing strategy; 

followed by studying their local marketing behaviors, activities, the motivations, HQs’ 

monitoring attitude from subsidiary’s view, how employees feel and how they 

perceive local adaptation and HQ monitoring in their company, and so on.  

3.1.2 Choice of Volvo and Ford in China 

As what has been stated, to answer the research question, two different MNC 

subsidiaries in China are selected as comparative cases. At the same time, the two 

companies should have similarities which enable the comparison to be effective. To 

meet the requirements, Volvo and Ford in China are finally chosen as cases. 

First of all, they are both MNCs which have subsidiaries and business in China for 

years, and this is corresponding to the research question. Second, Volvo and Ford are 

in the same industry and in the same market, selling automobiles in China. Meanwhile, 

their product-manufacturing, target segments and marketing strategies are different 

(which will be introduced in detail in chapter four). Therefore it is meaningful to 

make comparison on their marketing strategy and HQ monitoring and could 

contribute to answer the research question. Third, in contrast to fast-consuming and 

catering industry, automobile is less influenced by external environments such as 

culture difference, consumer taste, etc. When doing analysis, it can help to avoid 

facing too much external factors influence. Therefore, researchers think it is 

reasonable to use Volvo and Ford as comparative cases in the following research. 

3.2 Qualitative interview 
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Qualitative interview is applied to study the two companies because interviews with 

company employees are essential to clearly comprehend the reasons behind Volvo and 

Ford marketing activities and strategy. Plus, employees’ perception on their 

company’s marketing strategy and HQ monitoring mechanism is important for this 

research. Detail information can be reached through interviewees’ conversations and 

interviews can avoid misleading by external information as well. 

3.2.1 Interview design 

The purpose of the qualitative interview method is to understand more on the topic 

through observations and the perspective of interviewees. The questions of the 

interviews with Volvo and Ford are similar in order to make comparison easier. This 

means the interview questions are following the interview guide but at the same time, 

the interviews also enable respondents to express more than the question about how 

they feel, how they think about on the topic, which enables researchers to be more 

close to actual conditions. The aim of same questions prepared and let respondents 

free talking on topic is to enable the following comparison feasible. 

The language used in interviews was Chinese (Mandarin) as it is the native tongue of 

the respondents and could enable both researchers and interviewees to better express 

themselves and understand what the other side mean. The interviews are written and 

taped to avoid inaccurate records or missing some important factors since 

interviewers have to concentrate on listening, questioning and finding meaningful 

places to go in depth. But recording the answers might lead to hiding responses and 

real thought of interviewees. Thus, as interviewers, researchers tried to ask more how 

and why questions to reduce this likelihood. 

Since it is tough for respondents to answer when the marketing strategy is described 

as a whole concept, 4Ps are given as a concept which can thoroughly measure the 

degree of subsidiary adapts or standardizes to local market (Walters, 1986; Powers & 

Loyka, 2010). 4Ps are widely accepted and easy to grasp when evaluating marketing 
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strategies in real life. Plus, when the main object, automobile, is a tangible product, 

4Ps are selected instead of 7Ps. 

Interviewees are required to separately evaluate each “P” and present us detailed 

descriptions. The examples of adaptation and standardization in each “P” are 

according to the definition that Powers & Loyka (2010) state in their article, such as 

price globally, packaging adaptation, distribution and sales channel. 

Since subsidiary’s flexibility and independent decision making ability could be 

important factors that influence how subsidiaries adaptation/standardization (Bartlett 

& Ghoshal, 1989), the related question (e.g. did HQ give you enough authority to 

independently make decisions?) tries to find whether the subsidiary has conditions to 

adapt their products and service without the control from HQ. Further, such a role to 

make decisions independently is defined as “initiative-taking” (Birkinshaw, 1997), 

which is also an aspect that could influence HQ monitoring.  

The question related to the subsidiary’s corporate strategy aims to verify the foremost 

motivation that HQ exerts monitoring on subsidiaries. Corporate strategy is proposed 

by Gates & Egelhoff (1986). They state that executing monitoring in order to ensure 

the subsidiary’s activities are corresponding to the entire firm’s corporate strategy is 

one of the most direct and effective approach to control the subsidiary.  

Subsidiary’s support to HQ is evaluated by the general comprehension about the local 

market. Strategic local resources, independent decision making in R&D and 

knowledge about local market are three main domains related to the subsidiary’s 

support competence. This support competence will indirectly impact the HQ 

monitoring intensity and frequency (Solberg, 1999). By evaluating these three 

domains, managers will have a direct outline of their support competence in the entire 

organization and Solberg’s finding will be verified. 

In order to measure the monitoring forms, questions are split by the definition of 

monitoring forms. Behavior monitoring, bureaucratic monitoring, culture monitoring 
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and output monitoring are given detailed information which should be clearer for 

managers to judge and give comments (e.g. Egelhoff, 1984; Roth and Nigh, 1992; 

Edström & Galbraith, 1977; Chang & Taylor, 1999). Managers can select multiple 

choices since these four forms of monitoring can exist simultaneously. Definitions in 

the related theory are the important judgments to categorize the primary monitor form 

in Volvo and Ford.  

The questions that are designed about independently “decision-making”, “do R&D”, 

“human resource management” and “communication frequency” aim to measure the 

monitoring intensity. This is based on the resource dependence theory (Ambos et al., 

2010), which has been adopted to test the routine supervision frequency and 

monitoring intensity in their questionnaires. 

3.2.2 Respondents 

Since the interview questions are designed for marketing strategy and HQ monitoring 

aspects, the respondents should be aware of the company’s products, sales, promotion, 

distribution, and have touch with HQ. Respondent of Volvo is Yulin Chen and of Ford 

is Jervis Zhang. To collect more data and hear more voices on HQ monitoring and 

local marketing strategy, researchers conduct four more interviews – with Yibo Wang 

and Da Li of Volvo; Juan Zheng and Christina Zhou of Ford. Not like Yulin and Jervis, 

these interviewees are only questioned about specific aspects which they are more 

familiar with - how they think about marketing strategy in China or their perceptions 

on HQ monitoring, rather than describing the detail operation or activities. 

Yulin Chen is distribution manager in Sales and Marketing department of Volvo China. 

She is in charge of the whole process of dealer order, car import, warehouse, 

distribution, sales, and transportation for 2 years plus. Yulin therefore knows all the 

marketing promotion, product price, sales, and distribution information. Her job also 

enables her keep in touch with purchasing, finance department and vendors, dealers. 

Although she is not director of department, she deals with more detail matters and she 
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always has conference with directors and colleagues of HQ. Therefore, her perception 

and view on Volvo China’s marketing adaptation/standardization and HQ monitoring 

is relatively reliable and helpful to this research.  

Additionally, Yibo Wang of human resource department of Volvo provides 

information on HQ monitoring aspect. She is in charge of recruiting and HR operation 

for 2 years and a half. Therefore, the information from her about HR regulations, 

company rules and headquarter monitoring from HR perspective is valuable. Da Li is 

product and logistics director of Volvo. He is in charge of logistics team and directly 

reports to the sales director who has close communication with general manager in 

China. He frequently communicates with the General Manager in China and goes 

business travels to Europe. Thus, because of his level, researchers hope to know his 

impressions on HQ monitoring and local marketing strategy but not focus on detailed 

local operations. 

As to Ford, the subsidiary in Shanghai is HQ of Asia pacific but mainly focuses on 

China market. There are a lot of foreign employees as top managers in each 

department. Same as Volvo, the main respondent should be in charge of detail 

marketing business but not top managers who only control the whole performance 

because this research needs detail information about marketing and perceptions on 

HQ monitoring. Jervis Zhang as marketing operation manager is in charge of 

company products, market activities, promotion, operationalization, china market 

status, marketing strategies, etc. He also has contact with other departments, such as 

sales, supply chain, and dealers. In addition, he also attends conferences with top 

managers and participates in decision-making process on marketing business. So 

researchers believe he can answer the questions about marketing strategies and 

activities and HQ monitoring mechanism.  

To inquire more information on HQ monitoring, the perceptions of Juan Zheng who 

serves at human resource department in Ford is collected as well. Juan works as HR 

recruiting manager who has been in Ford for more than four years and has close ties 
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with HR director and other department managers because of HR issues and company 

conferences. Thus, her perceptions of HQ monitoring and information about HR is 

quite meaningful for this study. On the other hand, Christina Zhou is product 

marketing manager of Ford. She is responsible for global marketing projects and 

strategy development. In addition, she flies to USA and other countries for business 

conferences. Therefore, researchers believe her whole perceptions on Ford local 

marketing strategy in China and the HQ monitoring mechanism deserves to be the 

reference. 

3.2.3 Data collection 

Interviews are the main source of data collection combined with supplementary 

sources. The data was collected from April 15 to May 9 (including time of preparation 

for interviews) and additionally from Jun 26 to Jul 30. The interviews with Yulin Chen 

and Jervis Zhang were via Internet Skype and lasted around 2 hours each one. Before 

interviews, background information of the two companies has been collected through 

Volvo and Ford’s official website and news on Internet. The information collected 

includes products they sell, dealer network, annual report, etc. That is for better 

understanding of the companies and communicating with interviewees without 

obstacles. The interview with Yulin of Volvo was conducted on May 9, 2014 and with 

Ford was on May 6, 2014. Before that, that was also short interviews with Volvo on 

April 24 and Ford on April 26 but not enough data achieved. Thus later interviews 

were arranged. Later, to enrich the data and information, researchers did four more 

interviews. Interviews with Yibo Wang and Da Li of Volvo were on Jul 10, 2014; 

interviews with Juan Zheng and Christina Zhou of Ford were on Jul 11, 2014. These 

interviews lasted around 1-1.5 hours each, face to face in Shanghai, China.  

3.2.4 Data analysis 

Besides data collected from interviews, secondary data from other sources is 
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incorporated into data analysis to build comparison cases analysis. Through the 

employees’ words about Volvo and Ford’s marketing strategy and HQ monitoring 

mechanism, their perceptions can be known. Since the two different companies are 

both in the automobile industry and in the same market - China, it’s meaningful to 

compare the similarities and differences on the two companies’ marketing adaptation 

or standardization and HQ monitoring from subsidiary’s view, and further know the 

potential relationship between marketing adaptation/standardization and HQ 

monitoring mechanism. In the analysis and result chapter, the findings would also be 

related to the theories or opinions in previous studies. 

3.3 Secondary data 

Apart from the qualitative empirical data collected through interviews, the secondary 

data is collected from various channels, including: Official websites of Volvo and 

Ford, internet news, journals, articles, databases, and other internal company materials 

as well. To make sure the secondary data collected is useful, only marketing and HQ 

monitoring relevant information is collected. Furthermore, the source must be reliable, 

such as published journals and articles, employees, official websites, professional 

websites or famous websites and professional forums. The information from other 

sources is not collected for the sake of reliability. 

All data have endowed to a mix of information that have provided a foundation for 

answering the research question. As what have been stated, secondary data has also 

been collected before interviews to prepare for questions and know something about 

the products and company. After getting information from interviews, secondary data 

is collected again for following analysis procedure. Following are some of websites.  

Sina Automobile: http://auto.sina.com.cn/ctlj/j1099/ 

Tecent Automobile: http://auto.qq.com/ 

Sohu Automobile: http://db.auto.sohu.com/brand_189/ 

Netbase Automobile: http://auto.163.com/ 
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3.4 Limitations of this method 

Admittedly, the delimitation and method choice will definitely influence the final 

result. But within the time frame given and limited to difficulty of contacting large 

number of MNCs, it is considered necessary to solve the purpose of this report and 

answer the research question properly with this method. The first critical aspect on 

case study is lack of rigor compared to other research methods. There are not strict 

procedures for researchers to follow and in case study researchers couldn’t draw 

conclusion with computer science and numbers. The second concern is to make sure 

case study results can contribute to scientific generalization which could prevent the 

cases and results from being universe or special. Thirdly, in case study, there is a risk 

of not obtaining enough data which might lead to another conclusion.  

When examining secondary data or directly get information from respondents, 

researchers might ignore or can’t have access to some important factors due to not 

corresponding to the purpose and topic. However this might affect the final result. As 

to the interviews, common limitations are the respondents’ own bias, invalid opinion, 

external environment factors. Therefore, all the materials gathered from interviews are 

questioned and compared with other data sources. But the purpose of interviews is 

mainly to know the perceptions of employees on this topic through conversations 

because researchers can never judge the company’s marketing adaptation strategy and 

HQ monitoring through one question or event. 

While writing the thesis, the limitations and disadvantage are kept in mind. Despite 

the limitations and criticisms stated, researchers still find the in-depth case studies 

research with interview method are most appropriate in order to answer the research 

question and meet the research purpose.  
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4. Results 

4.1 Volvo 

4.1.1 Company introduction 

Volvo is a Swedish MNC headquartered in Gothenburg in 1927. Volvo has more than 

22,000 employees all over the world. Currently, there are around six million Volvo car 

owners. Volvo has set up car manufacturing plants and assembly lines in Sweden, 

Belgium, China and Malaysia (Volvo official website). Volvo cars unit was purchased 

by a Chinese motor manufacturer “Geely Automobile” in 2010 due to the financial 

concerns (Sina website). By 2010, China, which was the fourth biggest market for 

Volvo, contributed 30,522 million dollars with 36% increase in sales annually (Sina 

website, 2011). At the beginning of 2011, the board of Volvo cars leaked out their 

strategy, which was “making China the second home market” since they expected to 

develop the Chinese consumers and local market (Sina website). In August of 2011, 

the new brand strategy “Designed Around You” was set (Volvo official website). 

Massive investments in tailoring products and brands turned out to be effective after 

the study over the markets (Peter & Olson, 2005). Volvo heritages of Scandinavian 

design philosophy, simple design and humane care on first place allow consumers to 

experience the unique Nordic ideal life - nature, understated luxury and good taste 

(Volvo official website). 

4.1.2 Important interview excerpt 

Question: How do you position your products? What’s your customer segment? 

“We hope to let consumers have an impression that Volvo cars are luxury, simple 

design, Nordic style and top quality. But we know we still have long way to move on. 

Currently we are still far behind Audi, BMW and Benz in luxury cars segment. Our 

segmentation is the middle-age person with high salary. We also target at business 
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car segement ” – Yulin, interview  

Question: Which market strategy did your company generally choose for your 

products in local market (adaptation/standardization)? 

“I think we are adopting standardization strategy. That is because we hope our 

corporate brand image - high-quality, comfortable, security, Nordic design and 

luxury, is globally standardized. We expect Chinese consumers have the same 

quality cars in developed markets. ” – Yulin, interview 

Question: Is every product in your company the same as products sold in rest of world? 

Do you have product(s) that specially design for the local market? 

“Volvo prefers to provide same high-quality, high-standard, comfortable and Nordic 

design cars to Chinese consumers as in other countries. This could contribute to 

Volvo’s consistent brand image. With the consideration of consumers who have 

interest in Volvo cars but prefer longer cars, two domestic made car models can 

meet their requirements. Overall, Volvo insists global standardization in products.” 

– Yulin, interview  

Question: Basically how do you price your products? Is the pricing strategy similar 

worldwide? 

“Volvo doesn’t adjust prices to meet local markets, though we do know cheaper cars 

are more welcomed by young customers and families. We have to admit that more 

consumers would rather buy Benz, BMW and Audi when simply concerning the 

price. It needs time for Chinese consumers to accept Volvo as luxury cars, however, 

Volvo will stick to standardize price to keep brand image and brand value . On the 

other hand, we don’t think price is a big problem because currently, even though 

XC60 is more expensive than any other models except XC90, it is still the bestseller. 

XC90 is relatively expensive, even compared to Audi and BMW, but sales volume 

keeps increasing.” – Yulin, interview. 
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Question: What other kind(s) of local adaptations did you make? For instance, 

products promotions, distribution channels, authorized stores’ selection? 

“For promotion, we believe customer experience is the best way for customers to 

know Volvo’s high-quality, comfort, and design, which are consistent to other 

markets. Aim of promotion is to increase the brand awareness, which could be 

summarized as Volvo’s value, design, safety and uniqueness. This is Volvo’s global 

principle. ” – Yulin, interview. 

“As to the distribution channels, authorized stores’ selection, I have to say that the 

selection principle of the distribution system, network and transportation is similar 

with other market. The difference is the local vendors. The whole ‘dealer order – 

car imported – warehouse – payment – delivery – retail sales – after sales’ process 

is standard and step by step.” –Yulin, interview. 

Question: How do you think about your company’s adaptation/standardization? Did it 

help your company operate better in China?  

“I personally agree with company’s strategy because the standardization strategy 

contributes to Volvo’s consistent brand image and this makes Volvo different from 

other brands. We have our target segments and currently Volvo is developing stably 

so there’s no need to do more localized adaptations deliberately.” –Yulin, 

interview. 

“Based on the current market performance, I think our company’s strategy is doing 

well in China. Volvo’s brand image has gradually been accepted by Chinese 

consumers and this is our strength – solid, reliable, luxury and comfortable, exactly 

same as European markets. I think people now are pursuing the healthier, greener 

and more comfortable life. Being globally standardization shows our promise.” – 

Da, interview 

Question: How do you think about the relationship with headquarter? How does HQ 
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exert monitoring on your company? (e.g. supervise all staff’s behavior; Rules, policies 

and regulations; expatriates high level managers, financial and non-financial output) 

“I would say HQ monitoring mainly by the way of rules and policies, frequent 

conferences, monthly reports as well as set targets. HQ lays emphasis on China 

market because they think there is huge development space here. Volvo 

manufactures fantastic high-quality cars, we all believe that we just need time to lift 

our brand awareness.”-Yulin, interview. 

Question: Did headquarter provides enough authority? Can subsidiary independently 

make decisions? 

“Even department managers cannot make decisions related to corporate strategies 

by themselves, line managers’ approve and signature is mandatory. Some decisions 

concerning finance, purchasing, recruiting, new dealer application, promotions, 

sponsorship and exhibitions have to be approved by general manager in Shanghai.” 

-Yulin, interview.  

“Except miscellaneous applications (sending express mails for instance), all 

application forms must be signed and approved by line manager and department 

manager. Depending on the importance and amount, higher level manager’s 

approve may be request or wait for HQ’s notice.” - Yibo, interview 

“As the leader of logistics team, I have to handle tons of documentations every day. 

I have to review almost all the requests and applications in my team, including 

finance invoice, purchase order, imported car documents, logistics performance, 

vendors’ reports, dealers’ applications, new employee headcounts, etc. As to the 

higher-level requests, such as fleet sales cars arrangement, exhibition events, I have 

to first communicate with my line manager. With his approve, then I can do the 

following work. I sometimes have business meetings with my colleagues in 

Goteborg or Germany. HQ can grasp China market business more clearly from the 

meetings.” - Da, interview 
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Question: Does HQ frequently communicate with you? In which way? 

“I think the aim of communication is not only subsidiary reports to HQ but also 

discuss together about how to improve the performance and listen to more opinions 

and ideas. It is a good way to guide subsidiary and help company develop better, 

although frequent communications from HQ also makes us feel pressed.” - Yulin, 

interview. 

“From my side, conferences and business visits not only simple mean chances to 

visit HQ, but also inspire us to be more passionate in working in order to achieve 

better local market performance. Honestly, I feel nervous and pressed with such 

frequent communication, especially when the sales target or logistic arrival rate is 

not so ideal.” - Da, interview 

Question: How do you feel about HQ’s monitoring? Do you wish to adjust the 

monitoring from HQ? If let you score the HQ monitoring extent, 1-5, 5 as highest, 

what’s your score? 

“The HQ monitoring is intense and makes employees in subsidiary feel pressure to 

work hard. But HQ monitoring is helpful to standardize the company business 

operation and stimulate company performance If let me score the extent, 5 as 

highest, I think it should be 4, high but it’s still tolerable.” - Yulin, interview. 

“With global standardization strategy, HQ monitoring is necessary to monitor 

subsidiary is managing as the way they want. For me, I think the score of the extent 

should be around 3-4, but you know, as HR, we have less pressure than sales and 

marketing department.” - Yibo, interview 

“I would give 4 as the extent score. I believe the aim of the intense HQ monitoring 

is to help Volvo develops well in China. The limited authority, frequent status check, 

communications and business visits contributes to today’s Volvo China.” - Da, 

interview 
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4.1.3 Local marketing adaptation/standardization 

Researchers collected secondary data from Internet, journals, databases and internal 

company materials. When collecting the qualitative empirical data through interviews, 

to measure the marketing strategy of each company, 4Ps is used as the tool which has 

already been stated in chapter 3. It is easier for researchers to get objective answers 

from respondents. Besides 4Ps, interviewees are also asked to talk about whole 

marketing strategy of company and show their opinions on it. 

Product 

The cars sold in China market (May 2014) including seven models. S60, V60, V40, 

XC60, XC90 are all totally imported from Sweden, Netherlands or Belgium port. 

Another two models – S60L and S80L are manufactured domestic in China (Volvo 

official website). Volvo in China selects models to sell depending on the market 

demands and purchase ability (interview). S60L is launched at the beginning of 2014 

and S80L was launched in 2009 (interview). The two models are designed to meet the 

local consumer preference to longer cars (interview). While the imported models are 

exactly same as anywhere else in the world and the fittings, decorations, after sales 

and warranty are same as well (interview). Bestseller among all the models is XC60 

(interview). Volvo’s brand image is security, simple but luxury design, high quality 

and functional. Volvo is dedicating to increase its luxury, noble image because it’s 

quite far away from Audi, BMW and Benz in China market (Sina website; interview) 

from the view of consumers. So currently the segmentation of Volvo is the middle-age 

and those for business use purpose (interview). Following is table of car models 

which sold in China and Sweden. “√” means the model is available in the country 

and is same as other markets; “Χ” means not available. 

Table 4.1 Product list of Volvo car models sold in China and Sweden (May, 2014) 

 Volvo car in China Volvo car in Sweden 

S60 √ √ 
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V60 √ √ 

V40 √ √ 

XC60 √ √ 

XC90 √ √ 

S80L √ Χ(S80) 

S60L √ Χ 

V70 Χ √ 

XC70 Χ √ 

(Source: Volvo China and Sweden official websites & interview with Yulin) 

From the table, it is easy to find that most Volvo cars sold in China are imported, 

which verifies Yulin’s words in interview.  

Price 

Volvo sells car at a relatively high price compared to Ford, General Motor and 

Volkswagen which are popular in Chinese market. Approximate prices are about: 

S60-400,000SEK; V60-340,000SEK; V40-245,000SEK; XC60-430,000SEK; 

XC90-625,000SEK (Volvo official website, Sina website). The prices of imported 

cars are affected by regulations and policies. But the prices of each car are all set by 

HQs (interview). The two domestic made cars - S80L about 400,000SEK and new 

model S60L’s price is about 275,000SEK (Tecent website, official website). Although 

the prices seem much more expensive than in Sweden, the differentiations are much 

reduced when taking away tariffs, excise tax, value added tax which government 

levied, and other operation fees such as freight, insurance, inspection fee, logistics and 

storage charges (see table 4.3). 

Following is price list of Volvo cars sold in China and Sweden. To make comparison 

more intuitively, researchers also listed the price which reduced taxes, tariffs and 

which levied by governments and freight, insurance. The approximate amount is 

provided by Yulin and it is not fixed. Therefore the price after reduction is just for 
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reference and it is not accurate. Here is the price list of five imported car models 

which can be compared. 

Table 4.2 Price List of Volvo car models sold in China and Sweden (May, 2014) 

 Retail price in China Price reduced taxes, tariffs, etc Retail price in Sweden 

S60 400,000SEK 263,000SEK 241,000SEK 

V60 340,000SEK 232,000SEK 251,000SEK 

V40 245,000SEK 182,000SEK 204,900SEK 

XC60 430,000SEK 271,000SEK 342,000SEK 

XC90 625,000SEK 376,000SEK 369,900SEK 

(Source: Volvo China and Sweden official websites & interview with Yulin) 

According to the price after reduction and retail price in Sweden, it can be found that 

the gap between them is not huge. The retail price can also be influenced by the dealer, 

logistics, transportation, warehouse, etc. Overall, Volvo doesn’t adjust car prices 

significantly for local markets. 

Promotion 

Volvo dedicates to set up ‘consumer experience platform’ to promote its brand and 

products through experiential marketing (Tecent website). The TV channel is not 

Volvo’s first choice to spread their advertisements; local automobile magazines are 

preferred because Volvo’s target consumers are those who pay less attention to prices 

but to the function, security, design and comfort (Netbase website). Volvo gives 

discounts to staffs and government but not widely adopts discounts as promotion 

strategy (interview). 

Place (Distribution) 

Volvo has 147 dealers in almost all big cities in China (official website). The dealer 

management team frequently communicates with dealers to get sales information, 

customers’ feedbacks and the automobile stores situation (interview). Plus, they will 
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get involved in dealers’ new stores evaluation and feasibility analysis in order to 

guarantee potential customers’ accessibility to the purchase channels and satisfaction 

(interview). Imported cars are dispatched after dealer orders from Sweden or 

Netherland to Shanghai and then distributed to dealers. Domestic made cars are 

directly transported to dealers after orders. The selection principle of the distribution 

system, network and transportation is similar with other markets, the difference is the 

local vendors (interview). “The whole ‘dealer order – car imported – warehouse – 

payment – delivery – retail sales – after sales’ process is standard and step by step.” –

Yulin, interview. 

Volvo’s marketing strategy in China 

Overall, Volvo’s marketing strategy in China is more close to standardization 

according to the interview with Yulin Chen and secondary data. Researchers 

confirmed this point from the interview with Da Li. Firstly, among the 4Ps, except the 

domestic made car models and customer experience platforms in China, the imported 

cars, the price, the promotion method, and the distribution are close to other markets 

and totally follow the HQ instructions and requirements. Subsidiary doesn’t make 

many adaptations because Volvo insists its brand image to be high-quality, 

comfortable, security, Nordic design and luxury, which is globally standardized 

(interview). It has standard order and distribution processes which are not specifically 

made for China market (interview). Now Volvo’s sales volume is stably lifting around 

30-50% every year and the dealer number, brand awareness also develops well (Sina 

website). Yulin and Da have the same opinion that Volvo will keep current marketing 

strategy in China.  

4.1.4 HQ monitoring 

When it comes to HQ monitoring intensity and frequency, the measurements are 

selected based on previous studies. 1. Subsidiary’s decision-making ability (Bartlett 

and Ghoshal, 1989). 2. Resource allocation monitoring (Ambos et al, 2010). 3. 
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Communication frequency between HQ and subsidiary (Baaij and Slangen, 2013). 

From the three aspects, the attitude of HQ monitoring and how HQ monitors 

subsidiary can be achieved.  

Decision-making ability 

In Volvo, there are daily and weekly reports and meetings in teams, monthly reports 

among relevant departments, and frequent (once a month or more) meetings with 

vendors (interview). Monthly reports and important weekly or daily reports, such as 

daily dealer orders, sales volume and distribution statistical data should be sent to top 

managers of subsidiary (interview). This is because top managers need to make sure 

the sales targets are reached; the delivery and transportation is punctual (interview). 

On the other hand, the subsidiary supports to HQ, which is, the subsidiary hands out 

enough data and analysis about local situation which HQ might need to make 

decisions (interview).  

It can be concluded from interviews that Volvo has strict rules and regulations which 

every employee has to follow when making decisions. The subsidiary’s 

decision-making ability is weak and lack of authority at the same time. Besides, 

subsidiary provides enough support to HQ which helps to make decisions (interview).  

Resource allocation 

Volvo HQ checks the financial status monthly and if the expenses are unexpectedly 

high without special cases, HQ requests detail explanation (interview). For example, 

the half-year budget for transportation vendors is about 2,000,000 RMB (1SEK = 

approx. 0.95RMB), if the money paid to vendors exceeds it after six months, the 

detail expenses will be checked by HQ (interview). Thus, to control budget, warning 

e-mails will be sent to top managers in subsidiary first through SAP system (finance 

system Volvo utilized) when the money requested is over a certain amount (interview). 

Second, HQ checks the human resource management monthly but not as strict as 

finance. Staff turnover rates should be under controlled. In one word, HQ checks the 
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resource allocation frequently but if the condition is under reasonable range, HQ will 

not deeply involved (interview). 

Frequency of communication 

The communication between Volvo HQ and subsidiary is frequent by the means of 

conferences. Sales and marketing team attend more conferences (every two to three 

weeks) than other functions because HQ pays more attention on sales and marketing 

(interview). The business visit is frequent as well (interview). The communication 

will get more frequent when launching new car models, preparing for car exhibitions, 

sales target not reached, etc. (interview).  

Yulin thinks the aim of communication is not only subsidiary reports to HQ but also 

discuss together about how to improve the performance and listen to more opinions 

and ideas. Da agrees with Yulin that the communication benefits both subsidiary and 

HQ (interview). 

Perceptions on HQ monitoring 

In conclusion, Volvo HQ monitors the subsidiary through strict regulations, rules and 

limited authority. Managers of subsidiaries are obliged to communicate with HQ and 

ask for approve when making some decisions (interview). In addition, frequent 

communications and finance status check helps HQ monitor subsidiary’s business 

performances and make sure they are under HQ’s control (interview). Besides, 

monthly reports, conferences and statistical data enable HQ measure the development 

of subsidiary (interview). These monitoring methods are based on the consideration of 

providing guides and make sure subsidiary can reach the sales target or organize 

events successfully (interview).  

Yulin thinks HQ monitoring is intense and always feels pressure to work hard. She 

scored the extent 4 (5 as highest), high but it’s still tolerable. From HR’s view, Yibo 

thinks HQ monitoring is necessary to monitor subsidiary and she scored the extent 3-4. 
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At the same time, she mentioned that, as HR, she might have less pressure than sales 

and marketing department. Da scored 4 as well and he believes the aim of the intense 

HQ monitoring is to help Volvo develops well in China (interview).  

4.2 Ford 

4.2.1 Company introduction 

Ford motor company was founded by Henry Ford and incorporated in 1903. Ford 

motor company has more than 170,000 employees and approximately 65 plants 

worldwide. Ford products are marketed and sold on six continents (Ford official 

website). Ford formed its first passenger-vehicle joint venture in China in 2001 with 

Chang’an Automobile (Sohu website). It has spent $4.9 billion to expand its lineup 

and double production capacity to 600,000 vehicles annually in China, 2013. This 

includes Ford’s largest-ever factory in the southwestern city of Chongqing province of 

China (Sohu website). Ford planned to enter China market in 1994 and competed with 

General Motor to build joint venture with Shanghai Automobile. However GM won 

the bid and established joint venture ahead of Ford. And Ford waited for other chance 

and finally entered China market until 2001(interview). Currently, Ford has 4 

manufacturing plants, and another 4 are under construction, which created more than 

20,000 employment opportunities in China (Ford official website). Ford is committed 

to research and development, manufacturing high-quality cars in order to meet the 

diverse needs of consumers (Ford official website). 

4.2.2 Important interview excerpt 

Question: How do you position your products? What’s your customer segment? 

“Our target consumers are the young consumers and it could be their first car. 

What’s more, family consumers are our targets, too. Ford believes each market has 

its own demand or requirement and their consumers are not same. We hope to let 

Ford be consumers’ first choice if they plan to buy a reliable, high-reputation, 
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relatively cheaper car with good safety.” – Jervis, interview. 

Question: Which market strategy did your company generally choose for your 

products in local market (adaptation/standardization)? 

“To compete with General Motor and Volkswagen, we hope to provide products 

which are specifically designed for our target segments. Therefore, Ford insists 

localization strategy to attract consumers.” – Jervis, interview. 

Question: Is every product in your company same as products sold in rest of world? 

Do you have product(s) that specially design for the local market? 

“Ford has 12 car models sold in China. Except two imported cars – Carnival ST 

and Focus ST, the others are all designed and manufactured in China. We think 

local design, lower price and adaptations on products can meet local market 

demands and help us compete with strong competitors” – Jervis, interview. 

Question: Basically how do you price your products? Is the pricing strategy similar 

worldwide? 

“Ford thinks price is an important approach to attract more potential purchasers in 

China and compete with General Motor and Volkswagen. Thus, competitive pricing 

strategy is a powerful strategy which Ford lays emphasis on and Ford’s ultimate 

target is making customers feel the money they paid for Ford cars is well invested” 

– Jervis, interview  

Question: What other kind(s) of local adaptations did you make? For instance, 

products promotions, distribution channels, authorized stores’ selection? 

“Promotions have to catch consumers’ eye and inspire their purchasing desire. 

Special promotions are offered to special markets. Ford organizes and sponsors 

popular activities to increase brand awareness and time-limited discounts, sprees 

and gifts are effective to attract our targeted Chinese consumers.”– Jervis, 
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interview 

“Distribution channel is paid attention to because we think Chinese consumers 

prefer those brands which have dealers close to their home and easier to 

maintenance and repair their cars. Therefore, Ford expands the dealer network to 

most cities in China and make sure the dealers are accessible for potential 

consumers.” – Jervis, interview. 

Question: How do you think about your company’s adaptation/standardization? Did it 

help your company operate better in China?  

“The adaptation strategy of Ford works in China. Our target segments are similar 

to General Motor and Volkswagen. To be more competitive, Ford therefore wants to 

perform even better than them in attracting customers in order to grab more market 

shares. These local adaptations do help Ford develop well and improve the brand 

awareness quickly.” – Jervis, interview. 

“For this moment, I think our market strategy is on the right direction and plays 

important role in successfully penetrating China market. Especially we have strong 

competitors, our target segments and prices are similar. Ford has to find the 

specialty. We learned the experience from competitors in China and then find our 

own way. The localized products, car model design, lower prices, promotions and 

advertisements are our advantages. I believe Ford can continue with the good 

performance with current adaptation strategy.” – Christina, interview 

Question: How do you think about the relationship with headquarter? How does HQ 

exert monitoring on your company? (e.g. supervise all staff’s behavior; Rules, policies 

and regulations; expatriates high level managers, financial and non-financial output) 

“For me, I think our relationship is just like HQ with other markets. Or maybe 

because of culture and geographic distance, HQ takes a little special attitude on 

Asia markets, but not much difference. HQ assigns a lot of expatriates as high level 
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managers in our company. What else is we have clear and strict company 

regulations and rules to follow. And we have frequent communications with HQ.” – 

Jervis, interview. 

Question: Did headquarter provides enough authority? Can subsidiary independently 

make decisions? 

“From HR’s point of view, I think HQ doesn’t provide much authority. For example, 

recruiting new staff is a complex process. Application form requires three 

signatures. If recruiting high-level new employee, the application must be reviewed 

and approved by HQ.” - Juan Zheng, interview.  

“I don’t think we have enough authority. While the expatriates have authorities to 

make decisions and their job includes reporting to HQ. To a certain extent, these 

managers assigned by HQ represent HQ and monitor subsidiary’s business.” - 

Jervis, interview. 

“Ford is such a big and multinational corporate, strict rules and standardized 

process is necessary for management. Every employee here is excellent, but the 

corporate needs everyone just focusing on his/her job scope. The decision-making 

ability is limited for every employee here except some top-level managers whose 

level are higher than LL5(one kind of Ford’s job level). They are almost all 

expatriates who are appointed by HQ. They have close contact with HQ.” - 

Christina, interview 

Question: Does HQ frequently communicate with you? In which way? 

“The communication is frequent and every attendant can express own opinion 

which s/he thinks is meaningful to company. I think the purpose is to exchange 

opinions and information, mainly about future plan or strategy. Some of our 

marketing events are from the communications.” - Jervis, interview. 
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“I think frequent communication between subsidiary and HQ is essential. The 

business in China is different from other markets. Local customers have their 

preference and demand. Therefore HQ hopes to know the conditions of local 

business performance through communications. This is a good way for Ford staff to 

exchange suggestions and interesting ideas. We have some important events been 

discussed and decided during such meetings. We do have pressure from this, but I 

think it is a must for Ford’s sustainable development.” - Christina, interview 

Question: How do you feel about HQ’s monitoring? Do you wish to adjust the 

monitoring from HQ? If let you score the HQ monitoring extent, 1-5, 5 as highest, 

what’s your score? 

“We work under HQ’s monitoring every day by the way of hierarchy and explicit 

procedures and rules. The HQ monitoring is intense and it feels like monitoring has 

penetrated into the whole subsidiary. I will give it 4 points out of 5. But at the same 

time, I have to admit that HQ leads subsidiary to good directions and it’s nice to 

discuss plans or events together at conferences.” – Jervis, interview 

“I will say 3. Actually, we do every work following the company regulations. When 

facing special situations, just report to the department manager. We have foreign 

expatriates working here. I think the HQ monitoring methods is acceptable and 

reasonable. On the other hand, this also means we don’t have the right to make 

some changes by ourselves. But this is what a multinational company and HR 

department should do.” – Juan, interview 

“For me, I think the extent should be 4. Since HQ has assigned foreign expatriates 

as department leaders, HQ has already controlled the local subsidiary in almost all 

aspects. Ford’s products are more localized and made a lot of adaptations. This is 

in order to develop China market and attracting consumers. While from HQ’s 

standpoint, it is the reason for intense monitoring. Strict regulations, expatriates, 

distinct hierarchy, clear targets and requirements, are the reasons why I gave 4 
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points on HQ monitoring extent.” – Christina, interview 

4.2.3 Local marketing adaptation/standardization 

Product 

Ford has 12 car models sold in China, including two imported cars – Carnival ST and 

Focus ST, the other ten models are manufactured in the plant of the joint venture in 

China (interview). Another new model Mustang will appear in the market in 2015 

which is domestic made as well (official website). Ford thinks local design, lower 

price and tailored products can meet local customer demands, and therefore have 

long-term effect on market share competition, since it entered China market six years 

after General Motor and decades after Volkswagen. Ford has to consider customer 

demands more (interview). The new Mondeo model, for instance, is a perfect example 

of Ford’s strategy. It has a much lower costs and its appearance fits the oriental 

aesthetic ideology (Tecent website). In addition, the new upgraded model – Escort is 

exclusive for Chinese market with pretty reasonable price (interview). In a word, the 

Chinese version of Mondeo and Escort are mainly for family use with a sedate 

appearance (interview). Lastly, Ford redesigned the Fiesta in 2009 in order to reach 

the young consumers. The popular models are New Focus and Carnival (interview). 

Following listed all the car models which sold in China and Sweden. “√” means the 

model is available in that country and is same as in other markets; “X” means not 

available; “D” means model is available in that country but different in some aspects 

(Exterior and interior design, specification, manufacture, automobile parts, etc.) 

Table 4.3 Product list of Ford car models sold in China and Sweden (May, 2014) 

 Ford car in China Ford car in Sweden 

Carnival ST √ √(named Fiesta ST) 

Focus ST √ √ 

Carnival √ D (named Fiesta) 

Classic Focus √ D 
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New Focus √ Χ 

New Mondeo √ Χ 

Mondeo √ D 

S-MAX √ D 

EcoSport  √ Χ 

Kuga  √ D 

Edge √ Χ 

Explorer √ Χ 

KA Χ √ 

B-MAX Χ √ 

Focus Electric Χ √ 

Mustang Χ (will be launched in2015) √ 

Galaxy Χ √ 

Tourneo Courier Χ √ 

(Source: Ford China and Sweden official websites & interview with Jervis) 

From this table, product differentiations between Sweden and China market are 

obvious.  

Price 

Car prices of Ford are much cheaper than Volvo, Carnival starts from 80,000SEK. 

Nine out of 12 car models are under 200,000SEK (Ford official website). The 

imported two models are around 190,000 and 265,000SEK but they are not popular 

models in market (Ford official website, Sohu website). Two imported car models 

sold in Sweden is around 184,900SEK and 284,400SEK, similar to in China (Ford 

official website). The most cars of Ford are manufactured by local plant in domestic, 

the prices are also set and adjusted to attract target segments – Youngers, families and 

people who want to buy their first car (interview). Since most car models sold in 

China and Sweden are different, it’s not necessary to make comparison on them.  
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Promotion 

Ford prefers to use TV commercials as their promotion strategy together with 

sponsorships, user participation activities and Internet marketing (Sohu website, 

interview). For example, Ford frequently sponsored car racing and entertaining 

programs in China which young generation participated (interview). Ford’s promotion 

method is much diversified and localized compared to Volvo because of lower and 

‘right’ price as its competition strategy and Ford hope to let consumers know their 

cars are designed for local consumers (interview). Moreover, considering Chinese 

consumers show more interest in special discounts, free gifts, sprees and time-limited 

activities, Ford utilizes this well for sales and lift brand awareness in China 

(interview).  

Place (Distribution) 

Ford has more than 600 dealers all over China (official website). The distribution 

channel that ford is using in China is pretty simple because the majority cars are 

produced in Chengdu province of China (Tecent website). With less concern about 

the international shipping, Ford pays strong attention to the dealers (interview). The 

harsh censorship system is taken into effective at the very beginning of selecting 

dealers including the sales performance, qualification, customers’ feedbacks and sales 

channels (Sohu, Netbase website).  

Ford’s marketing strategy in China 

Ford shows a more prudential attitude towards the China market compared to Volvo. 

Instead of importing cars, Ford cooperated with joint venture, manufactured and 

launched localized products designed for China market. Besides the products 

designed to local customer taste and demand, the price is set to enable potential 

consumers afford, provide discounts, sprees, special offerings to attract customers, 

and make sure the accessibility through wide spread dealers (interview). Jervis said 

the local adaptations strategy is learned from General Motor and Volkswagen which 
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entered China market earlier and gained success. He stands by Ford’s localization 

strategy because it helps Ford develop well and improve the brand awareness quickly 

(interview). Christina thinks the market strategy is on the right direction and plays 

important role in successfully penetrating China market (interview). 

4.2.4 HQ monitoring 

Decision-making ability 

Ford’s hierarchy is also very strict. The responsibility, job scope, authority, and salary 

must be within a fixed range for each position level (interview). Most applications at 

least need two signatures, one of line manager and one of department manager 

(interview). The decision-making process must be approved by line managers, as well 

as the department managers or directors at least (interview).  

The way HQ monitors decision-making is different from Volvo. Ford HQ directly 

assigns foreign employees working in Shanghai as each department directors or 

managers (interview). For instance, in HR department, staffing, training, operation 

managers are all assigned by HQ.  

From interviews with Jervis, Juan and Christina, it can be found that Ford has strict 

rules and requirements for staff to follow as Volvo. The decision-making ability is 

restricted while the expatriates who directly assigned by HQ have higher authority to 

make decisions by daily communicate with HQ. They partly represent HQ 

(interview). 

Resource allocation 

Since Ford has foreign managers assigned by HQ, they control and manage each 

department’s business; it is not so meaningful to check resource allocation frequently 

(interview). HQ has already set strict rules, procedures and requirements which 

subsidiary has to follow and obey. For example, salary and level of new employee, 
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staff promotion and pay rises have to meet requirements, e.g. the pay rise of 

employees within less than 5 years working experience in Ford should be controlled 

fewer than 12% every year except remarkable contributions (interview). If there are 

special cases, foreign managers will discuss with HQ before implemented (interview). 

Frequency of communication 

As to Ford, even though HQ has already assigned managers in each department, the 

communication is still very frequent. The 28 conference rooms are always in short 

supply (interview). The expatriate managers communicate with HQ daily and have 

internal conferences more than once a month (interview). Only top managers of 

subsidiaries or project managers attend the conferences between HQ and subsidiary 

(interview). Jervis feels that the communication is to exchange information, present 

future plan or discuss countermeasures to unexpected events because there are already 

foreign managers and explicit instructions monitoring business operation. Christina 

thinks frequent communication between subsidiary and HQ is essential (interview). 

Perceptions on HQ monitoring 

One of the important ways that Ford HQ monitors the subsidiary in China is assigning 

foreign expatriates as department directors or managers in charge of China market 

business and company management (interview). These foreign managers have high 

authority to make decisions and to some extent represent HQ because one part of their 

job is report to and communicate with HQ (interview). Besides, HQ organizes 

conferences and set explicit regulations, rules and procedures for subsidiary. These 

monitoring methods help HQ make the subsidiary under control (interview). HQ also 

cares about the revenue and sales volume. But this is mainly the subsidiary’s 

responsibilities to reach sales target and HQ observes the performance (interview).  

According to Jervis, he feels that HQ monitoring is intense and has penetrated into the 

whole subsidiary. He gave 4 points out of 5. Juan scored 3 with the reasons that HQ 

monitoring methods is acceptable even if the authority is not high. When researchers 



60 

questioned Christina about the score and perception, she also gave 4 points out of 5. 

She thinks that HQ has already controlled the local subsidiary in almost all aspects. 

HQ monitoring is because of making localizations. Ford has strict regulations, 

expatriates, distinct hierarchy, clear targets and requirements (interview). 
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5. Analysis and discussion 

5.1 Volvo vs Ford 

5.1.1 Local marketing adaptation/standardization strategy 

Volvo’s marketing strategy in China is more close to standardization according to the 

interviews and secondary data while Ford adopts local adaptation strategy in China. (1) 

Product. Volvo insists to provide Chinese consumers same product as other markets 

by the way of imported cars and global standard; Ford made a lot of adaptations on 

products to meet local consumer taste and market demand. Most models are 

manufactured and sold in China. Instead of importing cars, Ford cooperated with joint 

venture, manufactured and launched localized products designed for China market. 

(2)Price. Volvo doesn’t adjust price in China market. Exclude the tax, custom fee, 

transportation fee for importation. The prices are close to other markets. Ford set 

cheaper price for the domestic manufactured cars to meet consumer needs, and 

therefore grasp market share from competitors – specifically General Motor and 

Volkswagen. (3)Promotion. Volvo selects promotion ways in China same as other 

markets while Ford designed marketing promotion activities based on characteristics 

of Chinese consumers, for example, discounts, sprees and special offerings. (4)Place. 

Volvo has standard order and distribution processes which are not specifically for 

China market; Ford focuses on developing dealer network in China to make sure the 

accessibility through wide spread dealers because Chinese consumers prefer to buy 

cars which have more 4S stores. 

Volvo subsidiary doesn’t make many adaptations because Volvo insists its brand 

image to be high-quality, comfortable, safety, Nordic design and luxury, which is 

globally standardized. Now Volvo’s sales volume is stably lifting around 30-50% 

every year and the dealer number, brand awareness also develops well. Volvo will 

keep current marketing strategy in China and the strategy is supported by employees. 
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Ford adopts local adaptations strategy, which is learned from General Motor and 

Volkswagen that entered China market earlier and gained success. Both its brand 

awareness and sales condition keep increasing every year. The employees stand by 

Ford’s marketing strategy. They think Ford’s local adaptation strategy is on the right 

direction and works well. 

Vrontis (2009) as the advocates of local marketing adaptation suggest that MNCs are 

supposed to adjust marketing mix to meet market requirements and improve 

international performance. This is what Ford did in China for the last 14 years. With 

the marketing adaptations strategy, Ford now has the ability to compete with GM and 

VW even though it entered China several years later. Compared to Ford, Volvo prefers 

standardization strategy for the reason of maintaining the consistent brand image 

across countries. This is one of the three reasons which Theodosio and Leonidou 

(2002) propose to support standardization. Volvo hopes to provide the same product at 

every location as Falbe and Dandridge (1992) suggested. This verifies Michael 

(2002)’s opinion that global standardization enables subsidiaries attract those 

customers who “seek the common consumption experience that the trademark 

represents.” As stated in Chapter 2, looking for the equilibrium point in MNCs market 

mix is better way than simply apply the standardization or adaptation. Find the 

suitable way for company development is most important. The result of 4Ps showed 

that Volvo and Ford do not only apply local adaptation or standardization as strategy. 

With standardization strategy, Volvo still made some adaptations and Ford keeps some 

parts same as in other market. 

From product aspect, Calantone et al. (2004) and Kashani (1989) propose that 

products/services should be tailored to match some unique characteristics in local 

markets. Researchers find that the launch of Volvo domestic models S80L and S60L 

which lengthened the original imported models is based on the consideration of 

Chinese consumers’ preference on longer cars. All the left products are directly 

imported and totally same as in other market. Ford adapts almost all the products. 
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From the result and interview, it is easy to be found that Ford selected and designed 

its products for China market, only two models are same. The left models are either 

not available in other market or make adaptations in some parts.  

From pricing aspect, Powers and Loyka (2010) thought revenue maximization can be 

achieved through pricing adaptation, including premium pricing when market 

conditions are favorable or competitive pricing when market conditions are 

unfavorable. Competitive pricing is Ford’s main consideration. Therefore, Ford adapts 

the car prices to catch potential consumers’ eye. Volvo insists standardization and 

cares more about globally consistent brand image and quality. Volvo does not adjust 

the prices much like Benz, BMW exclude the tax fee, transportation fee, etc. 

From promotion aspect, Ford designed promotion events like sponsorships, limited 

discounts and special purchase packages to meet the characteristics of target segments. 

For Volvo, promotion is not mainly for sales increase, it is to lift brand awareness and 

show Volvo’s specialty in quality and design. Cavusgil & Zou (1994) state promotion 

adaptation includes adaptation of brand name, product positioning, packaging, and 

sales promotions. It can be prompted by competitive pressures. Therefore, researchers 

think Ford’s promotion adaptation is to be more competitive while Volvo’s main 

concern is brand awareness rather than competitors. 

From place/distribution aspect, Volvo has same selection principle for corporate 

channel and distribution systems as other market with local vendors and network. 

Ford makes distribution adaptations because most cars are manufactured domestically. 

Moreover, to meet the consumers’ requirements, Ford develops more than 600 dealers 

to ensure the accessibility for consumers. According to Brei et al (2011), distribution/ 

place adaptation refers to the adjustment of the corporate’s channels to that local 

market, involving selection of the distribution system, network, transportation. Ford 

totally adapted to China market while Volvo insists its principle. 

Powers and Loyka (2010) weight 4Ps separately in marketing mix to measure degree 
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of adaptation/standardization since most companies both have standardization and 

adaptation as strategy. They think when sorting 4Ps by the importance in identifying 

adaptation/standardization, Price counts most and following by Place (distribution), 

Promotion and Product. Ford makes lots of adaptations in all aspects. It’s definitely 

meeting its marketing adaptation strategy. Volvo only makes a few adaptations in 

promotion and product. Therefore, Volvo insists its global standardization strategy. 

5.1.2 HQ monitoring 

Through the interviews with Volvo and Ford employees, all of the interviewees 

perceive their company’s HQ monitoring is intense and frequent. When asked to score 

the extent, 5 as highest, interviewees of Volvo give 4, 3-4, and 4 points of 5. Ford gets 

4, 3 and 4. Respondents from HR department feel less pressure than sales, marketing 

department colleagues. Therefore, researchers think the two company’s scores could 

be seen as very close. Moreover, interviewees think the communications and 

conferences with HQ are frequent and most of them feel they are working under 

pressure.  

Although Volvo and Ford both monitor subsidiary quite intense and get very close 

score, the two company’s monitoring methods have some differences. Volvo HQ 

monitors the subsidiary by limited decision-making authority, frequent 

communication and resource allocation supervision. Ford HQ monitoring tends to 

more rely on setting targets for subsidiary and assigning expatriates to subsidiary as 

department managers/directors who have higher decision-making authority. The 

communication is also frequent and Ford has explicit procedures and rules to follow.  

To classify Volvo and Ford HQs’ monitoring, the four forms of monitoring – 

“Behavior monitoring”, “Bureaucratic monitoring”, “Culture monitoring” and 

“Output monitoring” have already been introduced in chapter two.  

Egelhoff (1984) describes “Behavior monitoring” is often achieved by HQ observing 

and supervising partial or all the behavior of its subsidiaries. HQ plays the dominate 
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role and almost involves in every part that the subsidiary operates. Volvo and Ford are 

obviously not this form. Both of Volvo and Ford doesn’t supervise all behaviors of 

subsidiaries so they are not behavior monitoring. If their HQs get involved in every 

part, the two MNCs working efficiency need to be worried. The interviewees’ score 

should be 5. Moreover, with behavior monitoring, the control cost would be high and 

this would lead to subsidiary’s dissatisfaction. These meet what Ouchi and Maguire 

(1975) suggest “the behavior monitoring could be exerted in some small 

organizations”. 

“Bureaucratic monitoring” refers to HQ uses rules, regulations, policies, procedures 

or target setting to control subsidiaries activities (Roth and Nigh, 1992). The aim of 

bureaucratic monitoring is “the organizational execution and the output of the 

activities rather than managing the behavior” (Muringaseril, 2007, p34). Volvo has 

regulations or the policies, pre-set targets and standardized principles, always in line 

with the HQ’s strategy. It is “Bureaucratic monitoring”. Ford set explicit regulations, 

rules and procedures for subsidiary, from HR to marketing department. Ford is 

“Bureaucratic monitoring” as well as Volvo.  

Culture in MNCs means a pattern of norms, beliefs, intents and values that is shared 

and recognized by the entire organization (Schwartz & Davis, 1981). Edström & 

Galbraith (1977) demonstrate that the extent of “Culture monitoring” could be 

measured by 1)The proportion of “expatriates” in top and middle level management 

positions in the subsidiaries. 2)The extent of formalization. 3)The information 

exchange intensity and frequency between subsidiary and HQ. From these points, 

researchers found that only Ford relies on “expatriates” who working in Ford in 

charge of each department and exchange information with HQ very frequently while 

Volvo does not have. As to the norms, beliefs, intents and values, both Volvo and Ford 

have their corporate culture, but these are not a must for staff, HQs monitor 

subsidiaries by regulations, procedures and policies. Thus, Ford meets the 

characteristic of “culture monitoring” while Volvo not. 
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“Output monitoring” is an approach to exert the monitor by evaluating the output of 

the subsidiary (Chang & Taylor, 1999). Collis et al. (2007) and Slangen (2011) claim 

that with “Output monitoring”, when it comes to the consequences, HQ will face 

more risks or less information transferred; the staff in the subsidiary sense less 

pressure and control simultaneously. Hence, the company is more likely to choose 

output monitoring when the cultural distance is relatively closer for the sake of 

uncertainty. This means “Output monitoring” is not suitable for Volvo and Ford 

monitor the subsidiary in China. In addition, Volvo and Ford HQs care more than 

consequences, they also care about procedures and process. They monitor more than 

output. That is why they set regulations. In addition, “Output monitoring” would 

make subsidiaries feel less pressed. If Volvo and Ford HQs use the form of “Output 

monitoring”, the interviewees’ scores should be about 2. Thus, “Output monitoring” is 

not Volvo and Ford monitoring form. 

Therefore, Volvo HQ is “Bureaucratic monitoring” and Ford HQ meets both 

“Bureaucratic monitoring” and “Culture monitoring”. 

Comparing with the “Behavior monitoring”, the “Bureaucratic monitoring” 

considerably decreases the HQ’s involvement in management of foreign subsidiaries 

(Roth, Schweiger & Morrison, 1991). As stated in chapter 2, “Cultural monitoring” is 

a more gentle approach compared to “bureaucratic monitoring”. “Cultural monitoring” 

is less harsh than “Bureaucratic monitoring”. In contrast to the monitoring forms that 

listed above, “Output monitoring” is the most flexible and the least harsh, since output 

is only a small part of the behavior - consequences. In conclusion, “Behavior 

monitoring” is most intense monitoring way and HQ involved in subsidiary’s 

management most, followed by “Bureaucratic monitoring”. “Cultural monitoring” is 

the third and “Output monitoring” is the most flexible and the least harsh form, HQ 

involves least. 

As a summary, Ford HQ monitoring form has the characteristics of both 

“Bureaucratic monitoring” and “Culture monitoring”, from the point of monitoring 
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extent measurement, Ford is still the “Bureaucratic monitoring”. “Culture monitoring” 

as a supplement. Volvo is “Bureaucratic monitoring” form as well. Moreover, Volvo 

and Ford’s scores of the HQ monitoring extent are very close, both around 4. 

Overall, it can be concluded from the empirical results that Volvo’s marketing strategy 

in China is more close to standardization and be consistent with global strategy 

although it also makes some adaptations, while Ford selects local marketing 

adaptation strategy to enter China market and compete with General Motor and 

Volkswagen. Even if they adapt different strategies, they both develop well in China. 

The employees of Volvo and Ford perceive their HQs’ monitoring mechanisms are 

intense and frequent, but they are exerted through different monitoring methods. 

Volvo relies on strict regulations and rules, frequent communications, resource check 

and limited authority; while Ford HQ monitoring more relies on the way of assigning 

expatriates, formulating regulations and rules, strict hierarchy and setting clear targets 

for subsidiary in China. 

5.2 Relationship between HQ monitoring and local subsidiary’s 

marketing strategy in China 

5.2.1 Theory and real-life cases 

The previous theories suggest that adopting different marketing strategy in marketing 

mix might influence HQ’s monitoring intensity and monitoring form. A subsidiary 

that uses standardization strategy will get less intensive monitoring and HQ tends to 

adopt a gentle monitoring form. On the contrary, a subsidiary that implements 

adaptation strategy will be under a rigorous monitoring and HQ tends to adopt a harsh 

monitoring form. Based on the theories, researchers choose Volvo and Ford as 

comparative cases to study. Researchers expect to study whether different marketing 

strategy has any relationship with HQ monitoring through the in-depth interviews 

about local marketing strategy, the behind reason, how the strategy works, and 
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subsidiaries’ perceptions on HQ monitoring. 

To sum up the case study results, Ford prefers local marketing adaptations as 

marketing strategy while Volvo insists standardization strategy. Their HQ monitoring 

mechanisms are both intense and frequent through the method of regulations, 

procedures and setting targets. They are both “Bureaucratic monitoring” form and be 

scored about 4 out of 5 by interviewees. However, their difference is that Ford relies 

on expatriates and exchange information frequently, which could be categorized as 

“Cultural monitoring”, while this can be rarely found in Volvo. When it comes to the 

intensity of monitoring, Volvo and Ford are pretty close. 

Solberg’s (1999) and Ambos et al (2007) findings could partially explain Ford’s 

situation. Since Ford’s subsidiary in China adopts the joint venture mode, the 

subsidiary has relatively solid market knowledge and specific local resources to make 

adaptation, which eventually contributes the local performance. Therefore, the 

subsidiary might continuously seek for adaptations approaches. From where HQ 

stands, HQ would exert strong monitoring in order to gauge the subsidiary’s initiative 

and align subsidiary’s strategy with corporate strategy. However, what studies 

suppose is Ford should have much more intensive monitoring than Volvo due to 

adaptation strategy; On the contrary, monitoring form that Ford uses is slightly gentler 

than Volvo, since Ford sometimes relies on culture monitoring. This is the first point 

which case study findings contradict the theory. 

Furthermore, the monitoring imposing on Volvo seems to completely deviate from the 

theory framework. Volvo tends to standardize their products for the consistent brand 

image worldwide, which weakens the competence of local subsidiary (e.g. almost all 

models are imported from Sweden, Belgium and Netherlands); but the monitoring 

exerting on the subsidiary is unexpectedly intensive. Plus, the monitoring form that 

two companies select almost resembles. Volvo, in this case, uses even more 

proportion of “Bureaucratic monitoring” than Ford which further proves that Volvo’s 

monitoring is slightly more intensive than Ford. And hence, the Volvo case reflects a 
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thoroughly different situation.  

Hence, there is no evidence showing that HQ monitoring mechanism is related to 

marketing adaptation or standardization strategy of subsidiary in China. In another 

word, since two companies applying different marketing strategies but their HQ 

monitoring are both intense and frequent, the supposition about “the potential 

relationship between marketing strategy and HQ monitoring mechanism” is not 

supported by the cases of Ford and Volvo in China.  

5.2.2 Possible reasons for deviation and other findings 

The underlying reasons that might cause the deviation could be the limitation of the 

cases, the industry, the market selected, etc. Three factors which could influence HQ 

monitoring are introduced in Chapter 2. The limitation of the cases, the industry and 

the market selected will be elaborated in next chapter; researchers focus on the three 

factors that are introduced in theory section. Basically, there are three primary factors 

might influence HQ monitoring - geographical distance, subsidiary’s initiative-taking 

and local subsidiary support. However, the two cases are in same industry and same 

market. Thus, the geographical distance can be wiped out; when it comes to 

initiative-taking of subsidiaries, the main measurement is the subsidiary’s decision 

making ability. However, the analysis of decision-making ability turns out that both of 

their initiative abilities are restricted in most part which eliminates that the initiative 

taking influences the monitoring mechanism. The last factor is local subsidiary 

support. Volvo and Ford subsidiaries support HQs well and use their market 

knowledge and local resources to help HQ make decisions. Therefore, the three 

factors are eliminated. 

As to the reason of different monitoring form, it is because Volvo HQ hopes to 

standardize the subsidiary business operation and stimulates company performance 

according to the interviews and perceptions of respondents (interview). Ford, on the 

contrary, prefers to exchange opinions and let the subsidiary involved in making 
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decisions. Plus, Ford tends to get involved in local business operation and keeps in 

touch with subsidiary tightly (interview). These could be the underlying reason that 

the monitoring mechanism in these two companies has subtle differences.  

In addition, Researchers find something interesting about HQ monitoring mechanism 

from the interviews which might be able to lead to other researches.  

Firstly, when talking about HQ monitoring with Yulin in interview, she said that the 

aim of HQ monitoring might have influence on HQ monitoring methods from her side 

of view. For instance, when HQ expects better sales performance and output, sales 

targets will be laid more emphasis on and HQ will eventually keep eyes on sales 

report; however, the intermediate processes, like marketing and sales approach, are 

comparatively ignored to some extent. In contrast, when HQ is more willing to get 

involved in subsidiary business management and local strategy developing, frequent 

conferences and contact are the HQ’s first choice. Yulin said every year when in the 

busy season for Volvo, HQ pays more attention on sales performance. HQ would set 

clear targets for the whole season sales number. At the end of every month, additional 

reports about sales condition, data compared to last year, distribution and logistics 

data are requested. But when Volvo has important new business plans, HQ lays more 

emphasis on conferences and discussions. 

The second interesting point is from Jervis. He states that the HQ monitoring 

mechanism is related to subsidiary’s period performance on sales and marketing. 

When, for instance, the sales volume declines unexpectedly for some time or the 

marketing activities do not work with the corporate strategy, HQ will increase the 

monitoring intensity and communication frequency. If necessary, new manager will be 

assigned by HQ. Jervis mentioned that when HQ found the sales condition could not 

reach the targets for 3 months, emergency meetings would be held. HQ would pay 

close attention on the effect of local marketing activities and sales reports. That is, HQ 

monitoring will get more intense. 
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However, the two opinions are only respondents’ own findings from their own 

company. Their universality and reliability need further scientific study and 

verification. 

5.3 Implications for MNCs having subsidiaries in China 

Through this research and case study, MNCs who have subsidiaries in China or have 

plan to enter China can learn the way of Volvo and Ford. The first lesson is to have 

clear market position before entering China market. It is necessary for MNCs decide 

what kind of products they want to sell in this market and what the current situation is 

first. After that, the customer segments and competitor analysis should be clear. 

Figuring out who are target consumers is prerequisite for business strategies followed. 

Through analyzing the competitors’ experience, MNCs can not only know more about 

the market and customers, but also learn the competitors’ strategy, especially when 

their products or service is quite similar with the competitors. Otherwise, if there are 

no competitors who provide similar products or service, Volvo’s strategy - insisting 

global strategy and utilizing its specialty to attract customers - can be referred. Second, 

due to the big differentiations between developed markets and emerging markets like 

China, for example, language and religion problems, making local adaptations is 

necessary even though MNCs strategy is global standardization. 
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6. Conclusion 

In this chapter the conclusions of the study are summarized as well as the limitations 

of this study and recommendations for further research areas. 

6.1 Conclusion 

The purpose of this thesis is to figure out whether there are any relationship between 

HQ monitoring mechanism and marketing strategy (adaptation/standardization) which 

subsidiaries adopted in China. Two comparative cases are selected as the research 

method because of their different marketing strategy, one is standardization (Volvo) 

and the other one is local marketing adaptation (Ford). They are both automobile 

companies and have subsidiary in China. It is hopefully to answer the research 

question through the in-depth case study and the actual information achieved from 

interviews. 

After data collection and analysis, researchers found that the marketing strategies of 

Volvo and Ford are not only standardization or adaptation. Both of them make 

adaptations and have standardized parts. But Volvo insists the standardization strategy 

for consistent brand image. Moreover, Volvo hopes to provide same quality, design 

and comfortable products to Chinese consumers. In 4Ps, only product shows Volvo 

made some adaptations because of 2 domestic-made cars. But as the lowest weight of 

4Ps, it does not influence Volvo’s standardization strategy. Compared to Volvo, Ford 

makes adaptations in each P because of competition. It has only two imported cars 

which are standardized as in other market and its corporate regulations, rules, culture 

are standardized. Ford makes huge adaptations in products design and manufacturing, 

pricing setting, promotion methods and distribution network. Consequently, Ford is 

much closer to adaptation strategy. 

Although Volvo and Ford use different marketing strategy, their market performances 

are both good and they develop well in China. The interviewees from two companies 
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express support corporate marketing strategies. Both sides feel their strategies work 

well in China and would keep the current strategies. 

As to their HQ monitoring, both Ford and Volvo HQ monitoring seem to be intense, 

frequent and strong. The interviewees gave them almost same score – 4 out of 5 (5 as 

the highest). Interviewees of HR dept. scored a bit lower than 4 since they feel less 

pressure from HQ compared to other interviewees from sales and marketing dept. But 

as a whole, the two companies’ monitoring intensity and extent is very close. 

Besides, researchers find that the monitoring form of Ford and Volvo is not totally 

same. Volvo is merely “Bureaucratic monitoring” while Ford fits the characteristics of 

both “Bureaucratic monitoring” and “Culture monitoring”. But from the HQ 

monitoring extent point, since “Bureaucratic monitoring” is stronger than “Culture 

monitoring”, they are still seemed as similar. 

According to the perceptions of interviewees, the monitoring form difference is 

because of different aims of monitoring. Volvo expects to standardize the subsidiary 

business operation and stimulates company performance. Ford prefers to exchange 

opinions and make plans together with subsidiary. Plus, getting involved in local 

business operation and keeping in touch with subsidiary tightly is Ford’s another 

target. 

Therefore, to the research question “Is MNCs Headquarter monitoring mechanism 

related to the marketing strategy of subsidiary in China?”, researchers have to say 

there are no evidence showing they have relationship according to what have been 

found and analyzed from the cases.  

Even if the result can’t prove there are any relationship between local marketing 

adaptation/standardization and the HQ monitoring mechanism, the possibility still 

exists because HQ monitoring could be impacted by other factors, such as industry, 

markets selected, corporate culture, etc. Researchers analyzed and eliminated three 

possible factors - geographical distance, subsidiary’s initiative-taking and local 
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subsidiary support. If possible, quantitative method such as questionnaires and 

surveys might be helpful to this research topic.  

Researchers have two interesting findings from the interviews. The first one is the aim 

of HQ monitoring might have influence on HQ monitoring methods. Second, HQ 

monitoring mechanism is related to subsidiary’s period performance on sales and 

marketing. The two opinions need further verification and study to ensure its 

universality and reliability. 

Moreover, this study gives implications for MNCs which have plans to enter China 

market or have already established business there. Making some local adaptations is 

necessary, both local adaptations and standardization strategy can be success. The 

point is to know the market position, target segment, competitors and find the suitable 

way for company development. Learning from competitors’ experience could be a 

good start.  

6.2 Limitations and further research 

6.2.1 Limitations of this thesis 

This thesis comes with some limitations. First, as stated in method chapter, the result 

achieved from case study is lacking of generalization. The result might not apply to 

other industries or other emerging markets. Automobile industry affected by less 

external factors, but at the same time, it means other industries might be more 

complicated or different. 

Second, the study only focused on marketing strategies and HQ monitoring aspects 

which ignored other factors which might have influence on HQ monitoring and 

interfere the result. In this study, comparative cases are used to find their similar and 

different places, and this approach is able to discover the HQ monitoring system and 

marketing strategy, but not through a broader view of this phenomenon.  



75 

Third, the research investigated HQ–subsidiary relationships and HQ monitoring 

attitude by drawing on the perspective of subsidiary managers. Data from both HQs 

and subsidiaries would be desirable since it would be interesting to compare the 

answers from subsidiary and HQ managers. Further study could consider it and could 

find more research methods such as questionnaires to large number of companies. 

6.2.2 Recommendations for further research 

This study used case study as research method. To get result from more 

comprehensive and broader view of this topic, other research methods and approaches 

are feasible such as survey and questionnaire. Moreover, the study focuses on China 

only. There could be tests on developed markets or whole emerging markets. To figure 

out other factors which may influence HQ monitoring system or other consequences 

of local marketing adaptation is also interesting. In addition, comparing the 

adaptations/standardization marketing strategies or comparing HQ-subsidiary 

relationships between subsidiaries in emerging markets and developed markets is 

another further research area. 
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Appendix A 

Interview Guide (English Version) 

Introduction: 

Could you please start by introducing your position and job responsibilities? 

How do you position your products? What’s your customer segment? 

 

Marketing strategy: 

- Which market strategy did your company generally choose for your products in 

local market (adaptation/standardization)?  

- Is every product in your company same as products sold in rest of world? Do you 

have product(s) that specially design for the local market? 

- Basically how do you price your products? Is the pricing strategy similar 

worldwide? 

- Who decides the price in local market in general? If the price is not suitable, can 

you adjust it according to your analyze? What do you think of this situation? 

- What other kind(s) of local adaptations did you make? For instance, products 

promotions, distribution channels, authorized stores’ selection? 

- Did you implement marketing strategies or plans that are standardized or directly 

from HQ? Or your company is the primary developer in new products/services 

launching?  

- Have you ever changed marketing strategy? Why? 

- How do you think about your company’s adaptation/standardization? Did it help 

your company operate better in China?  

 

Headquarter and subsidiary: 

- How will you describe your corporate strategy comparing to entire firm’s 

corporate strategy? 

- How do you think about the relationship with headquarter? Did headquarter 

provides enough authority? Make an example. 
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- How does HQ exert monitoring on your company? Multi choices. 

1. Routinely supervise partial or all staff’s behavior? 

2. Rules, policies and regulations that control the subsidiary’s activities? 

3. Proportion of expatriates high level managers? Formal/informal internal 

working environment? Frequency of information exchange with HQ? 

4. Financial and non-financial output? (e.g. revenue, profits, contribution for 

entire firm etc.) 

- Can subsidiary independently make decisions? 

- Does HQ frequently communicate with you? In what way? 

- What about your company’s resource allocation? 

- Do you think headquarter pays more attention and monitors more intensively on 

you compared to other subsidiaries? By what means? 

- How’s your relationship with HQ’s colleagues? Have you ever informally make 

decisions together which not official but effective? Can you give an example and 

elaborate how this independent activity impacts the final result? 

- How do you feel about HQ’s monitoring? Do you wish to adjust the monitoring 

from HQ? If let you score the HQ monitoring extent, 1-5, 5 as highest, what’s 

your score? 

 

Local marketing adaptation and HQ monitoring: 

- Did headquarter involved in your local marketing business? If yes, how? 

- Did HQ’s monitoring attitude ever altered? Do you know the reason? 

- After that, what else happened within your company and HQ? E.g. manager 

appointment, corporate policies, products, sales targets so on and so forth. 

  



84 

Appendix B 

Interview Guide (Chinese Version) 

基本介绍： 

请您简要介绍一下您的职位和在公司担当的职能 

贵公司产品的市场定位是什么？顾客群体主要是哪些？ 

 

营销策略： 

- 请问贵公司选取哪种市场策略，是坚持全球标准化还是市场本地化？贵公司

有没有坚持和其他市场一样的市场政策？（比如说全球统一价，完全相同产

品， 相同销售渠道等等） 

- 你们的产品全球都一样吗？有为本地市场设计的产品吗？ 

- 你们如何为产品定价的？全球统一吗？ 

- 谁决定产品定价的？如果你们感觉定价不合适，可以自行调整吗？对现状满

意吗？ 

- 还有其他的本地化战略吗？比如说产品促销，经销商，物流方面。 

- 你们是执行总部的战略和计划还是在新产品中参与主要研发？ 

- 贵公司有没有改变过这个策略呢？出于什么原因呢？ 

- 您如何评价这两种策略？在中国来讲您觉得这样的策略对公司发展合适吗？ 

 

总部和分公司： 

- 贵公司的战略和整个公司的战略一致吗？ 

- 对比其他的分公司，你们怎么评价你们给予总部的支持？比如当地战略资源

的应用，研发的独立决策能力，对于当地市场的了解等等。 

- 您认为与总部的关系如何？总部是不是给您足够的空间和权限？能否举个例

子说明呢？ 

- 下面哪一种或者几种比较描述符合总部对你们的监控？ 

1. 按时监控部分或者全部员工的行为 

2. 设立条款，政策，规定来监控公司的行为 

3. 安排外国的高级管理人员/拥有正式或者非正式的工作环境/设定相互交流
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汇报的频率 

4. 对财务表现的评估（利润，总收益等）或者非财务方面贡献的评估。 

- 贵公司可以独立做决策吗？ 

- 总部会频繁地交流会谈吗？ 

- 总部是不是会定期考察资源配置？ 

- 您认为相比于其他国家的分公司，总部是不是对您有更多的关注和监管？ 

- 您和总部的同事关系如何？你们会不会一起做一些不公开不正式的企业决策？

就是不通过官方渠道达成共识这类的。 

- 您对总部对贵公司的监管有什么感觉？希望有所改变吗？如果让你用 1-5 打

分，5 最高，你会打几分？ 

 

市场本地化和总部监控： 

- 总部是否涉及贵公司的本地市场战略决策？如果是的话，请具体解释一下 

- 总部有没有改变过监管策略？有的话，出于什么原因呢？ 

- 关于这些方面，还有什么事情发生或者调整的吗？比如说人力资源，企业政

策，产品，销售等等。 


