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Abstract 
 
Foreign investors being present on the global investment scene are constantly evaluating 
the attractiveness of different possible host countries. In the past decade, Sweden has 
been one of the leading attractors of foreign direct investments. This fact clearly 
demonstrates the country’s attractiveness on the global investment scene, where foreign 
investors are constantly seeking new products, markets, and technologies. 
 
Due to the quick growth in the information technology industry within Sweden during the 
late nineties we found it interesting to investigate what factors influenced multinational 
companies to establish operations in Sweden, instead of any other country.  
 
To be able to finish the thesis within the time frame given we had to narrow down the 
purpose of the thesis to four research questions. These research questions covered the 
parts of human resources, clusters, proximity to international markets and the level of 
research and development within the nation. When collecting the primary data we 
conducted interviews with Yokogawa, Hutchison Whampoa / 3 and RSA Security, all 
situated in the Stockholm region. One major conclusion drawn in this thesis is the 
importance of available, skilled labor when attracting inward foreign direct investments. 
Furthermore, we conclude that the existence and glow surrounding Nokia and Ericsson 
was a very important factor when the case study companies in this thesis chose to 
establish themselves on the Swedish market.  

   



Sammanfattning 
 
Utländska investerare på den global marknaden utvärderar ständigt olika länders 
konkurrens situation och utbud. Under det senaste årtiondet har Sverige varit ett av de 
mest attraktiva länderna för utländska investeringar. Detta visar tydligt att Sverige ses 
som ett konkurrenskraftigt land på den internationella marknaden, där utländska 
investerare konstant utvärderar möjligheter för nya produkter, marknader och 
teknologier.  
 
Tack vare den snabba utvecklingen, och tillväxten, inom IT-industrin i Sverige under 
senare delen av nittiotalet, fann vi det intressant att undersöka vilka faktorer som låg 
bakom dessa företags val att etablera sig på den svenska marknaden. På grund av den 
knappa tid vi hade tillhanda var vi tvungna att avgränsa problemområdet till att slutligen 
bestå av fyra huvudfaktorer, nämligen mänskliga resurser, kluster, närhet till 
internationella marknader samt graden av forskning och utveckling inom nationen. Vår 
primära data inhämtades med hjälp av intervjuer av företagen Yokogawa, Hutchison 
Whampoa / 3 och RSA Security, vilka alla är etablerade i Stockholmsregionen. En viktig 
slutsats vi drar i detta arbete är det faktum att tillgången på högutbildad arbetskraft är 
viktig för att kunna attrahera utländska investerare. Vidare, drar vi slutsatsen att 
framgångarna för Nokia och Ericsson skapade ett väldigt positivt klimat vilket i sin tur 
påverkade företag att etablera sig på den svenska marknaden under denna tid.    
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1 Introduction 
In this chapter we will introduce the reader to the history, and today’s development, of 
foreign direct investments as a part of the globalization. Furthermore, Sweden will be 
discussed as a host country for foreign direct. Finally, the problem discussion will follow, 
which will lead to the purpose of the study and our research questions. 

1.1 Background 
Investigating the globalization of markets and internationalization of companies is of 
growing interest in current research. The increased importance of free trade areas and 
economic unions, which aims at reducing trade barriers, have made more companies go 
beyond their national boarders and make Foreign Direct Investments (FDI). (Galán & 
González–Benito, 2001) 
 
The international market for goods and services has during the past three decades 
expanded from USD 200 billion to almost USD 7,000 billion. A number of factors, led by 
new technologies and reduced trade barriers, have contributed to this globalization. 
(Czinkota & Ronkainen, 2001) Since the trend towards even more globalized markets is 
increasing, FDI is regarded as a useful tool for entering and utilizing on the benefits of a 
global market. FDI have during the last decade grown four times faster than the world’s 
gross domestic product. (Gilmore, O´Donnell, Carson & Cummins, 2003)  
 
Foreign Direct Investments can be explained as “incorporated wholly-owned foreign 
investment, which is the creation of a wholly-owned subsidiary through either acquisition 
or setting up a new operation on a “greenfield” site. FDI can also be taken to include 
wholly-owned concerns plus joint ventures, where a joint venture involves two or more 
separate bodies forming a jointly-owned entity in which they invest and engage in 
various decision making activities.” (Geringer & Hebert, 1991)  
 
By conducting a foreign direct investment, the corporation does not only penetrate the 
host country market, but does also gain access to raw materials, labor and other 
resources. Furthermore, the company rationalizes the production processes as well as 
diversifies its business. In addition to these advantages, corporations conducting FDI 
instead of for example exporting, also benefits from reduced trade barriers and lowered 
transportation costs. The use of a FDI as a tool for entering a market is often also 
considered being the fastest one. (Gilmore et al., 2003) An intensive growth of the 
technology in the specific industry also motivates FDI (Clegg, 1998). In addition, Watters 
stated in 1995, that many FDIs are motivated by defensive tactics such as responding to a 
saturated home market or reacting to problems in the home market.   
 
Dunning’s (1980) eclectic paradigm aims at explaining the activity of firms outside their 
national boundaries. The paradigm, commonly referred to as OLI, includes three 
variables within the firm; ownership, location and internalization. The first variable, the 
ownership (O), includes the ownership of either particular unique intangible assets, such 
as firm-specific technology, or the ownership of complementary assets such as the ability 
to efficiently coordinate cross-boarder activities. The second variable is the location (L), 
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which means that the Multinational Company1 (MNC) locates operations at locations that 
favor a specific location over the alternatives. Internalization (I) is the final variable and 
it aims at explaining the benefits associated with internalizing the firm’s ownership 
advantages within its own organization. (Cantwell & Narula, 2001)  
 
When a firm possess ownership advantages but does not experience any advantages from 
internalizing them within the organization, nor experience any advantages associated 
with operating in foreign locations, firms are assumed to enter foreign markets by 
licensing. When firms on the other hand experience both ownership- and internalization 
advantages, they are assumed to enter foreign markets by exports. Only if all three OLI 
advantages are experienced simultaneously, are firms assumed to benefit from entering 
foreign markets by setting up production operations abroad. (Ekström, 1998)  
 
There are a large number of different reasons for MNC’s undertaking FDI. Rugman and 
Hodgetts (2003) mention seven major reasons to why companies conduct foreign direct 
investments. (Rugman & Hodgetts, 2003) However, according to Czinkota and 
Ronkainen (2001) these reasons can be divided into five major areas; marketing factors, 
trade restrictions, cost factors, investment climate and general factors. Marketing factors 
can then be divided into smaller parts, with “need to maintain close customer contact” as 
one of the bases. The need to maintain close customer contact is suggesting that location 
is a factor of great importance when it comes to deciding where to locate a FDI. 
(Czinkota & Ronkainen, 2001) The fact that location is of great importance is 
strengthened by the eclectic paradigm, which discusses location as one of three major 
determinants of FDIs (Dunning, 1980). 
 
In addition, Eisenhower (2002) has presented a theory concerning what he refers to as the 
Sine Qua Non Factors. In this theory, the author makes the case that for a company to 
become, and stay, competitive on a global market it has to be located in a global 
platform. For a country, or location, to become a global platform there are a number of 
factors determining the potential success, these factors are the Sine Qua Non Factors. 
This theory further strengthens the importance of location as a powerful factor when 
conducting FDI. (Eisenhower, 2002) Furthermore, Porter (1990) discusses the importance 
of location as a major determinant when choosing where to locate a FDI in his diamond 
theory, which underlines the great importance of location specific advantages.  
 
Dependence on the global economy has increased and for a small economy like Sweden, 
export is a crucial part of the economy (Sölvell, Zander & Porter, 1991). 
Internationalization has increased the flow of information and goods, and has therefore 
increased the importance of being perceived as a good alternative for locating FDI 
(Czinkota & Ronkainen, 2001). According to McDonald, Tüselmann & Heise (2002), 
attracting FDI inflows and seeking to retain the subsidiaries that are created by MNC’s 
has, for many European countries, become a major challenge in their regional policy. 

                                                 
1 A Multi National Corporation is defined by the United Nations as “enterprises which own or control 
production or service facilities outside the country in which they are based” (United Nations, 2003). There 
are today more then 45,000 MNCs worldwide with approximately 280,000 affiliates (Czinkota et al., 2001).  
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Simultaneously as the overall FDI in the world have experienced a major growth, Sweden 
has been a major recipient of foreign direct investments. According to Invest in Sweden 
Agency (ISA), 8501 foreign-owned companies employed a total of 530,758 Swedes, 
accounting for 22 percent of the total workforce in the private sector in 2002. This is an 
increase of 10677 employees, or two percent increase, compared with the figures of 2001. 
Furthermore the United States is the single largest owner of foreign corporations in 
Sweden, even though their share has decreased slightly since 2001. Countries within the 
European Union were responsible for the largest increase of foreign owned corporations 
in Sweden, with an increase of 573 companies.  (Invest in Sweden Agency, 2003)  
 
Sweden is a country with a focus on research and development (R&D) intensive 
industries. Examples of such industries are the information- and communication 
technology (ICT) industry and the biotech industry, which have been established in 
different cluster areas2 throughout Sweden. For many years the growth of these industries 
has contributed to the development of the Swedish economy. According to ISA, Sweden 
is part of three distinct business areas, or clusters; Scandinavia, The Baltic Sea region and 
the European Union (as seen in picture 1.1, below). The current membership countries of 
the European union is represented by the dark yellow fields in the picture below, and 
countries which are currently applying for membership are represented by the light 
yellow fields. (Ibid) 
 

 
Picture 1.1: Europe.  
Source: Invest in Sweden Agency, 2003 
 
 

                                                 
2 A cluster area is defined as an area, which attracts economic activity to a local area. A cluster is further 
defined as a geographical environment where companies with related businesses, such as technological 
connections and common customers, are gathered. Clusters are created for the purpose of sharing 
knowledge, resources and technology.  (Söderström (red), 2001) 
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1.2 Problem Discussion 
Multinational Companies are often a subject of discussion. Generally, governments 
worldwide welcome these companies since they bring capital, economic activities, 
employment, technology and managerial skills. But an establishment of such a company 
also leads to an increased competitive environment, making it more difficult for local 
actors to survive. MNCs are often accused for taking advantage of host country 
resources, and leave the host country once they have been drained. An example of this is 
when MNCs attract top local human resources from local companies, thereby creating a 
“brain drain”. (Czinkota et al., 2001) 
 
However, policy makers tend to recognize the positive effects of inward investments. The 
emphasis is put on job creation and inflow of capital-, technology-, management- and 
production techniques. (Gilmore et al., 2003) This is supported by Caves (1996) who 
states; “foreign direct investments shapes competition between firms in most industries 
and has important consequences for the welfare of nations”. 
 
Foreign investors being present on the global investment scene are constantly evaluating 
the attractiveness of different possible host countries. Furthermore, Martin, Swaminathan 
and Mitchell (1998) identify two conditions that have to be present when undertaking a 
FDI. The first condition states that the technologies or products possessed by the 
company must be valuable enough in the host country to compensate for the risks 
involved in making FDI. Secondly, when deciding on entry mode, the cost of transferring 
knowledge is of vital importance. If the costs of transferring knowledge across firm 
boundaries are substantially higher than the costs of transfer between subsidiaries of the 
same firm, then the company will set up its own operations. (Martin, Swaminathan & 
Mitchell, 1998) 
 
Furthermore the focus of FDI have changed from primarily being designed to exploit the 
existing ownership advantages in countries providing a firm with location advantages, to 
being designed to generate new ownership advantages. By acquiring a domestic or 
foreign company, and by adding new resources, new ownership advantages can be 
externally generated. (Ekström, 1998) "Today, simple factors such as low-cost unskilled 
labor and natural resources are increasingly less important to global competition than 
complex factors such as skilled scientific- and technical personnel as well as advanced 
infrastructure" (Porter, 1986). 
 
In the past decade, Sweden has been one of the leading attractors of foreign direct 
investments. This fact clearly demonstrates the country’s attractiveness on the global 
investment scene, where foreign investors are constantly seeking new products, markets, 
and technologies. (Invest in Sweden Agency, 2003)  
 
According to Kearney (2003), Sweden was ranked as the third most internationally 
integrated economy in 2002. The share of inward FDI accounted for almost 40 percent of 
Sweden’s gross domestic product (GDP). These facts are partly explained by the stabile 
economical- and political environment of the country. This positive business climate has, 
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together with relatively low taxation of businesses, contributed to many MNCs long-term 
commitments. (Kearney, 2003) 
 
In 1990 Porter supported the facts pointing out Sweden as an attractor of FDI when he 
argued that the Swedish government had a very supportive relationship with industry and 
a major responsibility of the Swedish diplomatic corps was to assist industry. 
Furthermore, Porter recognized the relatively low corporate tax rates within the country 
and the fact that the Swedish government considered the industry to be vital. All these 
factors contributed to strengthen the attractiveness of Sweden as a host for FDI. (Porter, 
1990) 
  
The arguments Porter presented concerning Sweden as an attractive host to FDI is valid 
even in 2003, since Kearney (2003) argues that during a long period of time, the country 
has been open for both inward- and outward- investments. As Göran Persson, the prime 
minister of Sweden, states in Kearney (2003); “many entrepreneurs from abroad 
contributed to our industrial revolution and, later, Swedish companies went abroad and 
established themselves on foreign markets all over the world with state-of-the-art 
products and technologies.” (Ibid)  
 
When the decision comes to setting up own overseas operations a broad spectrum of 
factors influencing the choice of host country arise. According to Gilmore, O´Donnell, 
Carson and Cummins (2003) there are ten different factors influencing when evaluating a 
host country’s attractiveness. Furthermore Rugman and Hodgett’s (2003) discuss seven 
reasons for foreign direct investment whereas Czinkota and Ronkainen (2001) state five 
major determinants of foreign direct investments.   
 
Eisenhower (2002) discusses the Sine Qua Non Factors determining a country’s global 
platform potential. The author states: “when a country or a significant region loses its 
capability to nurture the critical factors that determine its global platform potential for a 
particular industry, it will inexorably loose it attractiveness for global corporations and, 
concomitantly, its platform status in that industry.” Furthermore Eisenhower argues: “the 
fundamental contribution of a global platform to a firm’s competitive advantage lies in its 
capability to feed the core intelligence of the corporation”. (Eisenhower, 2002) 
 
Finally, we have discussed the eclectic paradigm and the Porter diamond, and these 
theories together with the four other theories, mentioned in the two paragraphs above, 
mention location as an important factor for attracting FDI. Furthermore, Sweden is a 
large attractor of FDI, especially within the information- and communication technology 
area. Thus, we find it interesting to conduct research on the importance of location, and 
cluster formations, when attracting information- and communication- technology 
companies to Sweden. Furthermore, Sweden has been one of the leading attractors of ICT 
companies and it is commonly thought that a major reason for this is the great 
investments in research and development as well as the highly educated workforce. 
Therefore, we also want to investigate to what extent the research and development 
climate and the level of high-skilled labor influence the choice of host country when 
conducting FDI. 
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1.3 Purpose and research questions 
In light of the facts presented in the background and problem discussion our purpose with 
this thesis is; 
 

• To gain a deeper understanding of the factors that influence MNCs’ choice of a 
country as host to foreign direct investment (FDI).  

 
As the stated purpose covers a wide area of research, and due to time and resource 
limitations we have chosen to investigate only a part of the problem area. We shall 
therefore focus our research on the following four research questions; 
 
Research Question 1:  How does a country’s R&D level influence MNCs’ FDI decision? 
 
Research Question 2: How do presence of industrial clusters in a country influence 

MNCs’ FDI decision? 
 
Research Question 3: How does a country’s proximity to international markets influence 

MNCs’ FDI decision? 
 
Research Question 4: How does level of skilled human resources in a country influence 

MNCs’ FDI decision? 
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1.4 Delimitations 
Because of the purpose of the study we limit the research to only include multinational 
corporations originating from outside Sweden. We further limit our study to the 
information and communication technology (ICT) industry in Sweden, which is further 
explained in the paragraph below.  
 
The growth of the information- and communication technology industry has its  
base in the fact that no other country in the world invests more in research  
and development per capita. Even though Ericsson, the Swedish communication 
company, today are experiencing major difficulties it has been the driving force of the 
Swedish technology during the last decade. Due to the large number of advanced buyers 
of the ICT applications, and the existence of major investments in infrastructure and 
education, the nation has become popular for locating information- and communication- 
technology companies. The total number of ICT companies located in Sweden increased 
with 152 companies during 2002, contributing to the total of 1608 ICT companies. 
Simultaneously however, the total number of employees decreased with 3299 people. 
The primary location for these companies is concentrated to the Internet bay area in the 
north of Sweden, the Stockholm/Kista area, the Blekinge area, and finally the 
Malmö/Lund area, as seen in picture 1.2 below. These areas are hosting more than 60 
percent of all employees employed in foreign owned companies. (Invest in Sweden 
Agency, 2003)  
 

  
Picture 1.2: Clusters of competence. 
Source: Invest in Sweden Agency, 2003 
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1.5 Disposition 
 

 
 

Chapter 1 
INTRODUCTION 

Chapter 2 
LITERATURE REVIEW 

Chapter 3 
METHODOLOGY 

Chapter 4 
DATA PRESENTATION 

Chapter 5 
DATA ANALYSIS 

Chapter 6 
CONCLUSIONS AND FINDINGS

         Figure 1.1: Disposition of the thesis. 
         Source: Constructed by the authors (2004) 
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2 Literature Review 
We will in this chapter present literature including theories necessary to investigate our 
research problem. These theories will then be used to develop the conceptual framework 
that will aid us in the data collection and the analysis. These theories are the most 
extensive, and the reason why they are not presented in accordance with the RQs is 
because the theories on a number of occasions overlap each other.  

2.1 Dunning’s eclectic paradigm 
The eclectic paradigm aims to explain the reasons to how companies conduct 
international activities. The framework consists of Ownership-, Location- and 
Internalization- factors. (Dunning, 1980) These three factors will now be discussed.  

2.1.1 Ownership-specific advantage 
To what extent a company is able to, and interested in, engaging in foreign direct 
investments is dependent mainly on the possession or the ability to acquire ownership of 
specific advantages. The ownership of tangible and intangible assets such as firm specific 
technology, patents, management knowledge, capital, brand name and manpower allows 
the company to go abroad. The monopolistic advantage the possession of these assets 
provides allows the company to benefit in a host country. (Ekström, 1998)   

2.1.2 Location-specific advantages 
The location specific advantages involve a number of factors that favor a location in 
comparison to an alternative location to the extent that a company, which is to engage in 
a FDI, chose the particular location ahead of the competing locations (Ekström, 1998). 
The factors deciding the location of the foreign direct investment involves labor costs, 
marketing factors, trade barriers and government policy (Hood & Young, 1982). 
 
Labor costs are affected by an imperfection in the international market for labor. Since 
regulations for immigration exist worldwide, the mobility of labor is reduced and 
differences in wage costs arise. This creates different production cluster areas around the 
world, each specialized in different wage levels. An example of this is the low wage area 
in Southeast Asia producing toys and clothing, and on the other hand Western Europe 
with its high tech production and high wage levels. (Ibid) 
 
Marketing factors also affect the alternative location of a FDI. Market size, market 
growth, stage of development and the presence of local competition will affect the 
decision of where to locate a FDI. In some markets domestic brands are preferred, and a 
presence in a specific market is needed for success. The location of a FDI in that specific 
market is therefore essential to be able to label products “made locally”. (Daniels & 
Radebaugh, 2001) 
 
The existence of trade barriers is a factor that influences the choice of location for FDI. 
Trade barriers encourage companies to make FDI in markets that would be too expensive 
to export to, due to tariffs and quotas. (Hood et al., 1982) 
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Apart from labor costs, marketing factors and trade barriers; government policy also 
affects the decision of where to locate FDI. Companies evaluate the investment climate in 
the home country; meaning the political, social and economic environment. This climate 
affects the perceived risk of locating operations in the specific location. (Ibid)  
 
The reason why the location advantage is of such importance is the relationship between 
the expected profitability of exporting versus the expected profitability of locating 
operations abroad. The location advantages can then either favor the decision to stay in 
the home country, or to locate operations abroad. Examples of reasons for internalizing 
operations to a specific location are; market size and growth, sources of supply, 
transportation costs, trade barriers and physical distances. (Ekström, 1998) 

2.1.3 Internalization advantages 
The internalization advantage has its base in the assumption that internalization 
advantages arise if the costs of transferring knowledge and resources from an external 
source, are higher than realizing the ownership advantages within the company. 
Furthermore companies internalize to avoid, or to utilize, on market failures but also 
internalize to capitalize on ownership advantages. (Rugman, Lecraw & Booth, 1985) 

2.2 Eisenhower’s determinants of global platforms 
In 2002, Eisenhower presented a theory including the Sine Qua Non Factors. In this 
theory the author states that for a country, or significant regions of it, to become an 
attractive global platform, there are some critical factors determining the potential 
success of it, for a particular industry. These factors are referred to as Sine Qua Non 
Factors.  

2.2.1 Sine Qua Non Factors versus Platform Enhancement Factors 
There are many factors influencing the attractiveness of a country as a base from which 
companies can compete successfully in a global industry. However, there are a number of 
factors that are critical determinants of a specific country's core platform potential, 
namely the Sine Qua Non Factors. All the other factors are simply adding to, or 
enhancing, the platform status, but they do not make or break the country's capacity to be 
a critical part of the success for companies competing in a global industry. These factors 
are referred to as the platform enhancement factors, and they include factors like plant- 
and sales office- location, as well as those that are mentioned in the literature as drivers 
of foreign direct investment flows. (Ibid)  
 
Market sophistication  
Market sophistication refers to how well the market is operating and functioning, as well 
as to what extent there is a formal and well-organized market with good information 
made easily available for both buyers and sellers. If the market is highly sophisticated, 
then the companies are forced to sharpen their competitive skills and to develop accurate 
understandings of customer needs. A highly sophisticated local market prepares the 
companies to compete successfully on a global market. Factors influencing the degree of 
sophistication are for example: (Ibid)  
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• Intensity of the local competition 
• Knowledge level of customers 
• Variety and effectiveness of channel of distribution 
• Trend-setting nature of the market 
• Depth and variety of product/service offerings 
• Level of customer expectations 
• Variety and effectiveness of media advertising 

 
Access to market intelligence  
The market must be characterized by dynamic interactions between customers and 
suppliers, amongst customers and amongst suppliers. This enhances a company's ability 
to understand customer needs and the companies can capture the pulse of the marketplace 
or respond quickly with their own innovations. Such dynamic interactions are absolutely 
crucial for a country to have the possibility of becoming a global platform. (Ibid)  
 
Access to skilled scientific, technical and managerial personnel and appropriate product 
and process technology  
A global platform must have the resources to satisfy the companies' needs of qualified 
local labor. To be successful on today's global market a company must be able to produce 
innovations or it must be a close follower of the global technology leader within the 
industry. This creates a demand to recruit skilled technical- and scientific- people on the 
local market that have the knowledge to convert product ideas into marketable designs 
and adapting the process technologies to manufacture them. (Ibid)  
 
Entrepreneurial environment  
The entrepreneurial environment refers to the extent of which the entrepreneurial market 
is supported by social, cultural, political and economical values and policies. 
Furthermore, it includes the width and depth of the local pool of entrepreneurs. A good 
entrepreneurial market is characterized by stimulating the rate of product, process and 
systems innovation, and that companies are forced to be alert to emerging market trends 
and changing customer needs. (Ibid)  
 
Social and cultural universality  
Generally, managers find it difficult to create product- or service offerings that lie outside 
of their social- and cultural frame of reference. Consequently, it is of vital importance for 
a country trying to create a global platform that it can provide the companies with a social 
and cultural environment that allows the managers to understand customer needs across a 
broad spectrum of cultures. Therefore, two different alternatives arise. Either that country 
has succeeded in projecting its own culture and values on such a scale to make them 
universally accepted. The other opportunity, which most often is more likely, is that the 
country shares a significant number of social- and cultural- traits with the dominant 
country. In the later case, the managers only have to be aware of the social- and cultural- 
traits of the dominant culture to be able to create products that are attractive on the global 
market. (Ibid)  
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The importance of understanding the culture and values of a specific target market can 
not be stressed enough since it shape tastes, wants, consumption patterns, customer 
expectations and behavior, as well as functions as a barrier of acceptance to a product 
perceived to be foreign. Products being developed in countries with high social- and 
cultural- universality are consequently less likely to be perceived as foreign when being 
introduced on socially and culturally compatible markets. (Ibid)  
 
In addition to this, a small country being socially- and culturally- compatible with a 
larger, dominant country can use this proximity to become an attractive location for the 
subsidiaries of large global corporations. Then, if a country receives enough FDI like this, 
it will become a global platform, because the initial few investments accelerate the 
development of the platform potential of that country. (Ibid)  

2.3 Czinkota and Ronkainen’s major determinants of foreign 
direct investment 
According to Czinkota and Ronkainen (2001) there are a variety of reasons for 
companies to expand internationally. In the table below, we have listed the reasons for 
companies conducting FDI according to these authors. (Czinkota et al., 2001) 
 
Marketing factors 

• Size of market 
• Market growth 
• Desire to maintain share of market 
• Desire to advance exports of parent company 
• Need to maintain close customer contact 
• Dissatisfaction with existing market arrangements 
• Export base 

 
Marketing objectives, the shareholders pressure for increased profits, and corporate desire 
for increased growth are major reasons for companies conducting FDI. In today’s 
competitive global environment companies are forced to seek wider market access in 
order to maintain and increase their sales. The quickest way to extend the company’s 
activities internationally is to acquire a foreign firm. Conducting a FDI as a way of 
entering a new market provides the company with better intelligence about the political 
climate and easier access to opinion makers, as well as other decision makers. (Ibid) 
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Trade restrictions 
• Barriers to trade 
• Preference of local customers for local products 

 
Another group of incentives for conducting FDI is to avoid current barriers to trade like 
duties, tariffs, import quotas, preferences of local customers for local products and other 
trade restrictions. In addition to these trade restrictions and cultural barriers, companies 
sometimes are forced to establish a plant or facility in a foreign country due to the 
country-of-origin-effect. The country-of-origin-effect means that a country has a built-in 
positive stereotype for production location and product quality. (Ibid) 
 
Cost factors 

• Desire to be near source of supply 
• Availability of labor 
• Availability of raw materials 
• Availability of capital/technology 
• Lower labor costs 
• Lower production costs other than labor 
• Lower transport costs 
• Financial (and other) inducements by government 
• More favorable cost levels 

 
For a firm to stay competitive it has to be aware of the cost structure. It is difficult for a 
company to compete on a market if its costs are substantially higher than those of the 
competitors. Therefore, many companies conduct FDI to increase the availability of 
labor, raw materials or capital and technology. Another way of cutting costs is to enter a 
foreign market that presents the company to lower labor-, transport-, and other 
production- costs. Except from these factors, companies also conduct FDIs due to more 
favorable cost levels in a specific country, or because a certain government in a country 
can offer them financial or other inducements. (Ibid)  
 
Investment climate 

• General attitude toward foreign investment 
• Political stability 
• Limitation on ownership 
• Currency exchange regulations 
• Stability of foreign exchange 
• Tax structure 
• Familiarity with country 

 
Once a company has made the decision to expand internationally, the investment climate 
plays a major role. A company will be reluctant to invest in a country with low economic 
growth, political instability and major limitations in ownership. On the other hand, a 
company will be positive towards investing in a country with a positive general attitude 
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toward foreign investments, a stabile exchange rate and where the culture is similar with 
the culture in the home country. (Ibid) 
 
General 

• Expected higher profits 
 

Finally, a company might conduct a foreign investment only based on the fact that top 
managers expect it to create higher profits. In this case, the major goal is not to increase 
the market share or to increase the size of the market, but instead to increase the profits. 
One example of this might be if a company has a hard time surviving the competition on 
its original home market, which would put them in a position where the only alternative 
is to make a FDI in order to stay alive. (Ibid) 
 
Furthermore, Czinkota and Ronkainen (2001) categorize companies as resource seekers, 
market seekers or efficiency seekers. Depending on what characteristics that is typical for 
a certain company, the major determinants of foreign direct investments will have 
different impact. (Ibid) 
 
A company focusing on resources, either natural or human, will be located where these 
resources are most easily available. Natural resources can be described as mineral, 
agricultural or oceanographic advantages, whereas human resources include companies 
seeking low-cost labor or highly skilled labor. (Ibid) 
 
There are also companies that constantly search for better opportunities to enter and 
expand within markets, and these companies are market seekers. Markets that are closed 
or the access is very restricted will present major incentives for these companies to enter 
them. Finally, there are companies which major goal is to obtain the most economic 
source of production. These efficiency seekers maximize their benefits by having 
affiliates in a number of markets with highly specialized product lines. (Ibid) 

2.4 Rugman and Hodgett’s reasons for foreign direct investment 
Czinkota and Ronkainen (2001) argue that there are five major areas of reasons for 
conducting FDI. However, Rugman and Hodgetts (2003) believe that there are seven 
major reasons, namely; increase sales and profits, enter rapidly growing markets, reduce 
costs, gain a foothold in economic blocs, protect domestic markets, protect foreign 
markets and acquire technological- and managerial- know-how. These reasons will now 
be discussed more thoroughly. (Rugman et al., 2003)    
 
Increase sales and profits 
When looking at the largest and best known MNCs one can see that they earn extremely 
large amounts of money through overseas sales. At the same time, smaller companies 
being active in smaller economies need to look outside their home boarders. Sometimes 
large MNCs write contracts with local companies and if these small companies are 
performing what they are expected too, then the MNC might want to extend the contract 
and allow the small local firm to supply other worldwide locations. In addition, the global 
markets often are considered to be much more lucrative than the domestic market. (Ibid) 
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Enter rapidly growing markets 
When new markets are emerging they present great opportunities for many companies. In 
order to utilize on these benefits the companies have to enter the new market as quick as 
possible. One way of increasing the speed of entry is to conduct a FDI. China, which has 
been considered as a closed market throughout the history, has during the past two 
decades started to move towards a more market-driven economy and is therefore 
experiencing an annual growth rate of seven to eight percent. This has also lead to more 
and more MNCs trying to enter the Chinese market and it is today one of the worlds most 
attractive markets to enter. (Ibid) 
 
Reduce costs 
High labor expenses or high transportation costs together with a shortage of supply of 
materials are two reasons for companies choosing to conduct FDI. A third reason is the 
cost of energy. In energy-intensive industries companies might be forced to move their 
operations overseas in order to cut costs. A fourth cost is high transportation costs. If the 
production facility is located to far away from the suppliers or the customers, then the 
transportation costs will disable the company from being competitive. An example of 
reducing costs due to production location is the US companies that have set up operations 
closely connected, but on each side of the US-Mexican boarder, for the purpose of 
shipping goods between the two countries. US components are shipped into Mexico duty-
free, allowing the company to benefit from the low wages in the country, and after being 
assembled by Mexican workers the products are re-exported to the US. (Ibid)  
  
Gain a foothold in economic blocs 
For quite some time, the EU and NAFTA (North America Free Trade Area) have been 
the two dominant economic blocs. For many international companies it is crucial to 
access these blocs from inside, since once a company has established itself within a free 
trade area it can export goods to other member nations without having to pay for customs 
and taxes. However, a third strong economic bloc is developing which is called the Asian 
bloc. This bloc includes countries like Australia, China India, Indonesia, the Philippines 
and Thailand. A common believe is that these economic blocs will grow stronger over 
time and finally it will be a must for MNCs to be present in all three blocs to stay 
competitive on the international market. (Ibid) 
 
Protect domestic markets 
There are numerous examples of when MNCs have entered a new market only with the 
aim to defend their home market. If, for example, a Danish company enters Sweden, then 
Swedish companies might react to this by establishing themselves on the Danish market. 
This is done to bring pressure on the Danish company that entered the Swedish market. 
Furthermore, some companies go international because their customers on the home 
market are demanding it, resulting in a situation where the company either cannot meet 
customer demand or has to follow their customers out on the international marketplace. 
(Ibid) 
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Protect foreign markets 
As well as companies have to defend their home market; they have to defend all those 
foreign markets they have invested in. One example of this is to extend the product line 
by acquiring a company on a foreign market and merge it with another company on the 
same market. However, in today’s globalized marketplace it is sometimes hard to tell the 
difference between home market and host market for MNCs. (Ibid) 
 
Acquire technological- and managerial- know-how 
A final major group of reasons behind why companies conduct FDI is to acquire 
technological and managerial expertise. One way of doing this is to establish themselves 
close to leading competitors, or close to universities and other research centers. Two 
examples of this are the information technology companies that have situated themselves 
in clusters in Silicon Valley, U.S. and the Kista area outside Stockholm, Sweden. (Ibid) 

2.5 Gilmore, O´Donnell, Carson & Cummin’s factors influencing 
choice of location 
In an attempt to explain the underlying factors that are influencing the choice of host 
market, Gilmore, O’Donnell, Carson and Cummins (2003) presented ten factors. These 
factors are explained below.  
 
Knowledge and experience of the foreign market 
The more information and experience a company has about a certain location, the more 
likely it is that this company invests there. Increased knowledge about a foreign country 
reduces both the costs and uncertainty of operating in that foreign market place. (Gilmore 
et al., 2003) 
 
Size and growth of the foreign market 
Factors like proximity and access to a free trade area, the size of the foreign market and 
its growth potential are regarded as key factors according to Gilmore et al. (2003). 
Regarding the free trade area one should keep in mind that the size and growth of that 
particular free trade area may be more important than the size and growth of the 
particular country in which the company is about to invest. (Ibid) 
 
Government emphasis on FDI and financial incentives 
If the government of the host country actively works to attract FDI, then that country will 
be more attractive compared to a system with government bodies forcing the foreign 
investors to undertake lengthy, bureaucratic processes before the investments are 
approved. Examples of incentives are; generous tax incentives, worker-training support 
packages, good transport facilities and well developed telecommunications. However, 
Gilmore et al. (2003) argue that, based on earlier research studies, financial incentives 
have relatively little impact on the choice of location. (Ibid) 
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Economic policy 
Inflation, tax rates and the tax structure of the host country are examples of economical 
policy factors and these examples are also key investment considerations. Several studies 
have shown that the rate of corporate taxation has a negative effect on investment 
decisions, meaning that the higher corporate taxes the fever investments are conducted. 
(Ibid) 
 
Cultural closeness 
The cost for entering a market, which is similar in culture to the home market, is smaller 
compared to entering a market with few cultural similarities. However, there is a 
disagreement among researchers about the extent to which companies prefer to invest in 
markets exhibiting near and similar cultures. Nevertheless, most companies tend to 
successively enter markets at an increasingly cultural distance from the home country. 
(Ibid) 
 
Costs of transport, materials and labor 
Transport and raw materials are key cost factors that companies take into consideration 
when conducting an FDI. However, the cost of labor has been more extensively explored 
in the FDI literature and the research has produced mixed feelings. Dunning (1980), for 
example, has conducted research showing that higher wages reflect a more productive 
workforce and are associated with increased foreign investments. At the same time, other 
researchers have come to the conclusion showing the reverse effect, meaning that high 
salaries have a negative impact on the flow of FDI. (Gilmore et al., 2003) 
 
Availability of resources  
Companies conducting FDI are influenced by the availability of resources, in particular 
labor and raw materials. Population density and unemployment rates are two examples of 
labor-related factors, while the standard and amount of local suppliers are raw material-
related factors. However, the importance of availability of raw materials has recently 
showed to have less impact since raw materials are already often sourced on a global 
basis. Concerning the human resources the single most important factor is to what extent 
the education of the workforce are comparable to the needs of the specific company. 
(Ibid)      
 
Technology 
Access to technology is considered to be one of the most important factors concerning 
investment location, and especially the ownership level of the investing company in 
today’s globalized markets. It is important to note that high levels of research and 
development expenditures are not necessarily connected to a high level of technological 
advancement. (Ibid)   
 
Political stability  
A great concern for companies conducting FDI is that the host government will “change 
the rules of the game” within the industry where the company is active. Therefore, a 
climate with political stability is very attractive for companies active on the global 
market. (Ibid)   
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Infrastructure 
Investors are more likely to conduct FDI in a country with a well-developed 
infrastructure. Infrastructure includes everything from road quality to communication 
technology. In addition, “quality of life” is included into this factor, which is regarded as 
an increasingly important incentive in attracting foreign investors and expatriates from 
the home country. (Ibid) 

2.6 Porter’s diamond 
The Porter diamond (figure 2.1, below) aims at creating an understanding for how and 
where globally competitive companies develop. The diamond consists of four factors that 
all need to be favorable for an industry within a nation to attain global supremacy. The 
four factors are; demand conditions, factor conditions, related and supporting industries, 
and finally firm strategy, structure, and rivalry. (Porter, 1990)  
 
 

Firm strategy, structure, 
and rivalry 

Demand Conditions Factor conditions 

Related and supporting
Industries 

 
Figure 2.1: Porter’s determinants of national competitive advantage.  
Source: M. E., Porter, 1990. 
 
Demand conditions 
Demand conditions includes three dimensions; the composition (or the nature of buyer 
needs) of the home demand, the size and pattern of home demand growth, and finally the 
internationalization of demand. (Porter, 1990)   
 
When discussing the composition of the home demand Porter (1990) states that local 
companies will benefit from greater advantages the more sophisticated the local buyers 
are. This can be explained by the fact that the composition of the home demand shapes 
the way a company perceive, interpret, and respond to a changing environment. 
Furthermore, the composition of the home demand can be divided into three different 
characteristics, where the first area is the segment structure of demand. Large segments 
are more likely to attract the greatest and earliest attention of a nation’s companies. 
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Therefore, smaller segments, or those perceived as less desirable, receive fewer resources 
in areas such as production design, manufacturing and marketing. The second 
characteristic, sophisticated and demanding buyers, refers to the extent to which the 
domestic buyers within a nation are sophisticated and demanding for the product or 
service. As earlier stated, such buyers will provide the companies with a window into the 
most advanced buyers needs, resulting in competitive advantage. The final characteristic, 
anticipatory buyer needs, means that a company gains competitive advantage if the home 
demand provides an early warning indicator of buyers’ needs that will become 
widespread. The advantage is that the company can take measures to adjust to the 
changes in demand, before it is too late. (Ibid) 
 
The second dimension in the demand conditions is the size and pattern of home demand 
growth. This dimension can be described as being consistent of five different 
characteristics namely size of home demand, number of independent buyers, rate of 
growth of home demand, early home demand and early saturation. (Ibid) 
 
The size of the home demand can lead to competitive advantage in industries that utilize 
from economies of scale or learning. In these cases the companies invests heavily in 
large-scale facilities, substantial R&D facilities and productivity improvements. It is 
often argued that the home demand is more certain and easier to forecast, while foreign 
demand is seen as more uncertain. However, these investments do not only have to apply 
to local demand since many companies use these great output to supply several different 
foreign markets by export. Large home demand is not an advantage, however, unless it is 
for segments that are demanded in other foreign markets. Due to different culture and 
preferences the advantage of having a large home demand may not be utilized in an 
overseas market. (Ibid) 
 
The number of independent buyers is the second characteristic meaning that a large 
number of independent buyers create a better environment for innovations than a market 
with only a small number of dominant buyers. A large number of independent buyers 
also stimulate the inflow of investments and entry in an industry. This is due to the 
decreased perceived risk of entering a market when the large number of customers is not 
able to bargain away all profits. (Ibid) 
 
The rate of growth of home demand is much more important to the inflow of investments 
than it absolute size. This is due to the fact that “rapid domestic growth leads a nation’s 
firms to adopt new technologies faster, with less fear that they will make existing 
investments redundant, and to build large, efficient facilities with the confidence that they 
will be utilized.” (Ibid) 
 
Early home demand for a product or a service helps the local company to have the first 
mover advantage, in comparison with the foreign competitors, when entering a foreign 
market. They have the advantage of large-scale facilities and accumulated experience 
when establishing operations in a new market. An example of this is the markets of 
advanced products were the large US defense budget has helped many American 
companies to develop products ahead of their competitors abroad. (Ibid) 
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The final characteristic of the size and pattern of home demand growth is the early 
saturation. This characteristic can be described as the force to keep innovating and 
upgrading due to an early-saturated market. The saturated market creates the intense 
pressure to push down prices, introduce new products and provide incentives for buyers 
to buy new versions of old products. This pressure creates a competitive advantage for 
local companies in comparison with their overseas competitors operating in a non-
saturated market. (Ibid)  
 
The two characteristics mobile or multinational local buyers and influences on foreign 
needs can present the third dimension of the demand condition, internationalization of 
demand. Mobile or multinational local buyers create an advantage for local firms since 
the domestic buyers are also the foreign buyers. An example of this phenomenon is when 
the American earth moving equipment company Caterpillar were encouraged to expand 
their business overseas by American firms that had moved their operations to new 
markets abroad, but still preferred Caterpillars products. Influences on foreign needs can 
be described as the pull of a nation’s goods or services that arises when the foreign 
customer gets used to a certain product. Examples of when this arises are when 
companies send their employees for training overseas. The employees then get used to a 
certain product or service and therefore desire the same one when later performing the 
work they were trained for. (Ibid) 
 
Factor conditions 
Factor conditions, is characterized as inputs of human-, physical-, knowledge-, capital-, 
and infrastructure resources to the production process. The factor proportions, meaning 
the mix of factors employed, differs widely between industries and for a company to gain 
competitive advantage the country in which they are active must possess the factors 
necessary for that specific industry. Basic international trade theory states that a nation 
will export those goods that demands the highest level of factor conditions with which it 
is relatively endowed. Thus, a country such as Sweden with relatively well-educated 
workforce will seek to export goods that have a low degree of labor intensity. Instead, 
such a country will try to export goods and services, which demands a highly educated 
workforce. (Ibid) However, a country cannot rely on being able to capitalize on these 
basic factors, but must continually work with upgrading and adjusting them in order to 
sustain the country’s competitive edge (Rugman et al., 2003). 
 
When discussing factor conditions, it is of great importance to distinguish between basic 
and advanced factors. Basic factors include natural resources, climate, location, unskilled 
and semiskilled labor, and debt capital. The importance of the basic factors have 
decreased over time, much due to the increased availability and ready access to them for 
global companies. On the other hand, the advanced factors including digital data 
communication infrastructure, highly educated personnel, and university research 
institutes in sophisticated disciplines are increasingly important. Today, advanced factors 
are considered to be the most significant ones for competitive advantage. The importance 
of advanced factors can partly be explained by their ability to provide companies with the 
ability to achieve higher-order competitive advantages such as differentiated products and 
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proprietary production technology. In addition, the advanced factors are scarcer because 
their development demands large investments in both human- and physical capital. 
(Porter, 1990)  
 
Related and supporting industries 
The third major factor in Porter’s major determinants of nation’s competitive advantage 
is the presence of related and supporting industries that are internationally competitive. 
To have closeness to related and supporting industries will strengthen a company’s 
competitive advantage. (Ibid) When suppliers and producers are working together they 
can share market knowledge and know-how, resulting in a more efficient production 
(Daniels et al., 2001). According to Porter (1990) “the presence of internationally 
competitive supplier industries in a nation creates advantages in downstream industries 
via efficient, early, rapid, and sometimes preferential access to the most cost-effective 
inputs.” 
 
Firms’ strategy, structure and rivalry 
The final factor that influence if a company can become, and stay globally competitive is 
the firm’s strategy, structure and rivalry. This factor means that a certain degree of rivalry 
must exist within an industry in order to create the right competitive environment, and 
therefore force companies to make breakthroughs in process- and product- technologies. 
These breakthroughs create a competitive advantage over international competitors. 
However, this factor also includes the context in which companies are created, organized, 
and managed. The ways successful companies are managed vary widely from one 
country to another and since no one managerial system is universally appropriate, the 
management style must be adjusted dependent on the national environment and culture. 
In some nations, where the most successful companies are small family-owned firms, the 
management style must be in line with the values and beliefs connected to family-owned 
companies. (Porter, 1990) In addition, national goals are also important. Whereas some 
countries want rapid results, others countries tend to do best in industries where long-
term development is being higher valued. (Daniels et al., 2001) 
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2.7 Frame of reference 
Having reviewed the literature covering the major theories on factors influencing the 
choice of host country when conducting foreign direct investments and having the 
research questions in mind, we now aim at creating a conceptual framework that will aid 
us both in data collection and analysis of data, as well as in the conclusions. Figure 2.2 
below is our frame of reference and is based on a number of theories.  
 
Figure 2.2: Conceptual frame of reference.  
 

RQ3 
Proximity to international markets 

•Location 
•Size of market 
•Need to maintain close customer 
contact 
•Export base 
•Increase sales and profits 
•Gain a foothold in economic blocs 

RQ1 
Research & Development 

•Ownership 
•Location 
•Availability of capital/Technology 
•Financial (and other) inducements 
•Availability of knowledge resources 

RQ2 
Industrial Clusters 

•Market sophistication 
•Access to market intelligence 
•Access to skilled scientific, technical 
and managerial personnel 
•Entrepreneurial environment 
•Social and cultural universality 
•Location of host country 

RQ4 
Human Resources 

•Availability of labor 
•Lower labor costs 
•Financial labor inducements in a 
specific industry 
•Acquire technological- and 
managerial know-how 
 

Factors that 
influence 

MNCs’ 
choice of a 
country as 
host to FDI

  
 
 
 
Source: Constructed by the authors (2003), based on the reviewed literature. 
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Each of the four boxes in the corners represents a research question. Furthermore, within 
each box we have listed the theories we will use to answer the specific research question. 
However, some theories are overlapping and covering the same area and therefore we 
have chosen only to mention one theory in those situations.  
 
The research and development box is based in Dunnings OLI framework (1998), the cost 
factors of Czinkota & Ronkainen’s (2001) major determinants of FDI. Furthermore 
Gilmore et al., (2003) presents technology as a factor influencing the choice of location. 
Finally Porters’ factor endowment from Rugman et al., (2003) discusses this area. 
 
The industrial cluster box is based on the Sine Qua Non theory by Eisenhower (2002), the 
OLI framework by Dunning (1998) and finally by Porters’ related and supporting 
industries in Rugman et al. (2003).   
 
The box concerning proximity to international markets is covered by Dunning’s (1998) 
OLI framework, marketing factors in Czinkota & Ronkainen (2001) major determinants 
of FDI, and increased sales and profits as well as gaining a foothold in economic blocs by 
Rugman et al. (2003). Finally size and growth of the foreign market by Gilmore et al. 
(2003) is discussed as a factor that influences the proximity to international markets. 
 
The final box, human resources, is covered by the cost factors in Czinkota & Ronkainen’s 
(2001) major determinants of FDI, acquired technological- and managerial know-how by 
Rugman et al. (2003). Finally Gilmore et al. (2003) discusses the availability of 
resources, and Porter’s factor endowment in Rugman et al. (2003).   
 
The reason to why we chose models and theories from these authors is that we felt that 
they were the most extensive and covered the purpose of this thesis. Furthermore, since 
we aim at answering four specific research questions, we have only used parts of the 
theories mentioned in this chapter. We believe that using this frame of reference will 
provide us with the best possible conditions for answering the stated purpose and 
research questions. 
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3 Methodology 
In this chapter we will present the research methods adopted for our study. We will 
provide explanations to our choices of the accepted research methods as we go along 
with describing the different perspectives. Finally we will discuss what factors that have 
influenced the validity and reliability of the conducted research. 

3.1 Purpose of research 
When dealing with research there are a number of ways to conduct it. According to Aaker 
and Day (1990), there are three different classifications of research available. The 
research can be exploratory, descriptive or causal. 
 
When the researcher’s aim is to gain a deeper understanding to the general nature of a 
problem, the research will be exploratory. The research will aim at gathering as much 
information as possible within the specific problem area. (Patel & Davidson, 2003) 
Furthermore, Patel and Tebelius (1987) state that the technique of gathering the data that 
is best suited for this method is through interviews.  
 
When the aim regarding the research is to provide an accurate picture of a problem or 
aspect of the market environment, descriptive research is the most suitable method. 
Descriptive research often consists of past, or already existing relationships, and is 
recommended when the researcher search data in order to describe a few aspects of a 
clearly structured problem. (Aaker & Day, 1990) When conducting descriptive research, 
the aim is to describe how something looks without explaining why it looks this way 
(Patel & Davidson, 2003). 
 
Aaker and Day (1990) argue that the causal research approach should be used when it is 
necessary to show the relationship between different variables. 
 
As earlier stated in the research purpose, we aim to gain a deeper understanding of the 
factors that influence MNCs’ choice of a country as host to foreign direct investment 
(FDI). According to the research questions: How does a country’s R&D level influence 
MNCs’ FDI decision; How do presence of industrial clusters in a country influence 
MNCs’ FDI decision; How does a country’s proximity to international markets influence 
MNCs’ FDI decision; How does level of skilled human resources in a country influence 
MNCs’ FDI decision this thesis is descriptive in its nature. We will throughout this thesis 
try to establish how and what factors that are affecting an MNC’s choice of host country 
location. However, we will narrow it down by only considering factors connected to 
R&D, industrial clusters, proximity to international markets and human resources. 
Furthermore, we have gathered both secondary and primary data, where the secondary 
data is data already collected by someone else and the primary data is the information we 
collected from the interviews.  
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3.2 Research approach 
Before conducting any research, the researcher has to decide whether to approach the 
research deductively or inductively, as well as if the research method should be 
qualitative or quantitative. 

3.2.1 Inductive and deductive methods 
There are two different approaches to conducting research, inductive and deductive, 
which represent different research philosophies. If the researcher chooses to draw 
conclusions based on empirical data by instituting theories and models from occurrences 
in reality, the researches is performing an inductive research. However, if the researcher 
chooses to investigate already existing theories, the researcher is performing a deductive 
research. (Eriksson & Wiedersheim-Paul, 1997) This implies that the existing theories or 
models will function as a guideline for deciding what information should be selected, 
how this information should be interpreted, and how the results relate to the theory (Patel 
& Davidson, 1994). 
 
This thesis, and the research in it, is solely based on existing theories and therefore 
deductive. The theories used are the ten different factors influencing when evaluating a 
host country’s attractiveness by Gilmore et al. (2003), the five major determinants of 
foreign direct investment by Czinkota et al. (2001), Rugman and Hodgett’s (2003) 
reasons for foreign direct investment. Porter’s (1998) diamond, Eisenhower’s (2002) 
determinants of global platforms and the eclectic paradigm by Dunning (1980). These are 
the theories forming the base for the empirical study in this research.  

3.2.2 Qualitative or quantitative research approach 
Yin (1989) states that if the research should take a qualitative or quantitative approach, 
depends on the nature of the research questions and the information you as a researcher 
aim at gaining.  
 
Qualitative methods are often related to case studies, where the aim is to receive thorough 
information and thereby obtain a deeper understanding of the research problem. The 
research can be described as qualitative when the researcher collects, analyzes and 
interpret detailed data concerning ideas, feelings and attitudes. (Yin, 1989) A qualitative 
research is characterized by a great closeness to the respondent, or any other source that 
the data is collected from. The data should be collected in situations or circumstances that 
are similar to ordinary and everyday conversation. Qualitative research means gathering, 
analyzing and interpreting data that are not quantifiable. (Holme & Solvang, 1997) 
 
If the researcher is looking for formalized and well-structured information, the 
quantitative approach is most suitable. Distance to the source also characterizes this 
method. The researcher has beforehand decided what questions to be asked without 
considering whether the respondent finds them important or not. This gives the researcher 
a high degree of control. (Ibid) Researchers using the quantitative approach often seek 
patterns and relationships that can be expressed in numbers rather than words (Tull & 
Hawkins, 1990). 
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This research aims at gaining a deeper understanding of a certain problem area and we 
have therefore used the qualitative approach since our research questions cannot be 
answered with yes or no questions, or in any other way be quantifiable.  

3.3 Research strategy 
According to Yin (1989), there are five different research strategies. Those are 
experiment, survey, archival analysis, history and case study. To easier overview these 
strategies see table 3.1 below.  
 
Table 3.1: Overview of research strategies. 
Research Strategy Form of research 

question 
Requires control 
over behavioral 
events 

Focuses on 
contemporary 
events 

Experiment How, Why Yes Yes 
Survey Who, What, Where, 

How much/many 
No Yes 

Archival analysis Who, What, Where, 
How much/many 

No Yes/No 

History How, Why No No 
Case Study How, Why No Yes 
Source: Yin, 1989 
 
Since the purpose of this study is to gain a deeper understanding of the factors that 
influence MNCs’ choice of a country as host to foreign direct investment (FDI), this 
excludes the historical strategy. The experimental strategy can also be excluded since the 
research questions do not require the control over behavioral events. Furthermore, 
surveys and analysis of archival information are most appropriate when the goal with the 
research is to study a phenomenon or to be predictive about certain outcomes (Yin, 1994) 
and therefore they are not appropriate in this study. As we have excluded four of the five 
possible research strategies there is only one left, the case study. 
 
Aaker and Day (1990) explain that a case study is a comprehensive description and 
analysis of a single situation. The aim with the research using case studies is to seek 
conformity between the results and the theory. The researcher is comparing the empirical 
results with already existing theories and then tries to describe if the empirical findings 
are in line with the theories used. (Aaker et al., 1990) This means that theory helps to 
identify other similarities to the result that can only be generalized after further studies 
(Yin, 1989).  
 
By looking at the research questions and having the qualitative approach in mind the 
conclusion is that the case study approach is the research strategy that is most appropriate 
in this study. Furthermore, we are conducting three case studies and therefore we will 
also conduct a cross case analysis.  
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3.4 Literature study 
Before we started our research, we conducted a thorough examination of the literature 
within the research area. The secondary data is collected both from books, articles and 
from Internet pages. We used many different databases when we collected information, 
but the most frequently used is Libris, Lucia, Business Source Elite, Academic Search 
Elite, Econlit and Emerald. The words we used for the search were a combination of the 
following: “FDI”, “foreign direct investment”, “OLI”, “eclectic paradigm”, “global 
platforms”, “cluster”, “direct investment” and “determinants”. We also searched articles 
written by authors that are often mentioned within our research area, for example 
Dunning, Porter and Czinkota. 

3.5 Methods of data collection 
Yin (1989) has stated that interviews are one of the most important sources of 
information when it comes to case studies. There are three different methods to choose 
between when conducting an interview; telephone-, face-to-face- or group- interviews. 
(Yin, 1989) We used telephone interviews in order to obtain primary data. Primary data 
refers to data that are collected to address a specific research objective, and examples of 
these are qualitative research, surveys and experiments (Aaker & Day, 1990). 
 
Conducting interviews by telephone is rapidly increasing. The low cost connected to this 
kind of information gathering is the main advantage. Telephone interviews are also less 
time consuming than the other methods since the interviewer does not have to travel to a 
specific destination. Another advantage with telephone interviews is that they can be 
conducted from a central location where the interviewers can be supervised to assure that 
the interview guidelines made up on beforehand is being followed. (McBurney, 1994)  
 
The main disadvantages with telephone interviews are the fact that it is more difficult to 
ask complicated or open-ended questions compared to face-to-face interviews and it is 
harder to judge the degree of seriousness with which the respondent is taking the 
interview. Furthermore it is impossible to use visual aids and a telephone interview 
should not last longer than 30 minutes. (Ibid) 
 
Face-to-face interviews have the advantage that the interviewer is face-to-face with the 
person, or persons, being interviewed and can therefore make a better judgment of how 
the respondent reacts to the questions. It is easier to notice if the respondent is 
misunderstanding any question and in those cases make the questions more 
understandable. The interviewer can also direct attention to the material and motivate the 
respondent to answer the questions more detailed. (Ibid) 
 
One of the main advantages concerning face-to-face interviews is the presence of the 
interviewer, but it is also the main disadvantage since the presence of the interviewer 
creates a social situation that may result in biased answers. The respondent may give 
answers that she/he believes the interviewer is expecting. There are also some practical 
problems when conducting face-to-face interviews. One example of this is that it might 
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be very time- and money- consuming to travel to the location where the respondent is 
situated. (Ibid) 
 
When it comes to group interviews, the main advantage is that the interviewer can gain 
answers to very difficult questions by a group of people with knowledge about the 
problem since these groups are preferably consisting of people or experts working within 
the problem area. The main disadvantage with group interviews is the same as for 
personal interviews; it is very expensive to transport all members of the group to the 
same location. Other disadvantages are the fact that group interviews are very time 
consuming and it can be difficult to gather all members of the group to meet at the same 
time. (Ibid) 
 
In this study the only two options available were face-to-face interviews or telephone 
interviews. Due to the nature of our research questions and the long distances to the case 
study companies we chose to conduct telephone interviews. A telephone interview would 
provide us with the information we were seeking and since we did not believe that the 
questions were sensitive in its nature, we did not feel the need to conduct face-to-face 
interviews. An additional reason was the fact that since we did not have the possibility to 
conduct all interviews during one, or a few days, we felt that traveling the long distances 
to each of the companies would be to cost- and time- consuming considering the short 
period of time we had on hand.  

3.6 Selection of case study company 
Due to the nature of the research area we chose three companies to conduct research on. 
Four criteria were developed when choosing the companies. First the companies had to 
have their home market outside Sweden. Secondly, they had to be MNCs and thirdly the 
companies had to be actors within the ICT industry. Finally, we preferred companies that 
had established themselves on the Swedish market during the recent years, since that 
probably would increase the chances of collecting the appropriate data.  
 
Of the companies we contacted, Yokogawa, Hutchison Whampoa and RSA Security 
agreed to participate in our research. These companies fulfilled all criteria since they all 
were foreign-based MNCs within the ICT industry, established in Sweden during the last 
few years. 
 
The first contact with potential companies was made by telephone. We briefly explained 
the nature of the study and also provided them with a brief background of the thesis and 
the research problem. Due to time constraints some companies were resistant to 
participate in the study. However as earlier stated, Yokogawa, Hutchison Whampoa and 
RSA Security agreed to provide us with data.  
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3.7 Data analysis 
Data analysis involves turning gathered information into descriptive statements. The data 
should be treated fairly and alternative interpretations should be ruled out. Before 
conducting any data analysis the researcher has to choose between two general strategies; 
relying on theoretical propositions or developing a case description. (Yin, 1994)    
 
When choosing the theoretical propositions strategy the researcher compares the findings 
of his or her study with findings and results in previous studies. The case description 
strategy is less favorable and should only be used when little research have been done 
within the research area. (Yin, 1994) Since there is research already available in our 
research area we have chosen to use the theoretical proposition strategy. 
 
Miles and Huberman (1994) state that there are three major steps when conducting data 
analysis. The first step, data reduction, is an analysis that helps to sort, focus and organize 
the data in a way that allows for final conclusions to be drawn and verified. The second 
major step is data display and it includes taking the reduced data and displaying it in an 
organized and compressed form. The final stage, conclusion drawing and verification, is 
the interpretation of what the different findings means. (Miles & Huberman, 1994) 
 
To be sure that we interpreted the collected data correctly a summary of the interview 
was sent to the respondents, who could, if needed make necessary changes. Having this 
in mind we are confident that the data collected is correctly interpreted.  
 
The empirical data collected for each case were reduced and compared in within-case 
analysis to the concepts stated in the frame of reference. Furthermore, a cross-case 
analysis is suitable for reaching a higher level of understanding (Yin, 1994). Hence, a 
cross-case analysis was conducted with the aim if comparing the three cases with each 
other in order to find similarities and differences between the cases. 

3.8 Validity and reliability 
Eriksson and Wiedersheim (1997) define validity as an instrument’s ability to measure 
what it is supposed to measure. Validity can be divided into internal- and external-
validity, however internal validity should only be used in explanatory or causal studies. 
Due to this fact internal validity is not relevant to our study. (Eriksson et al., 1997) 
External validity refers to the degree to which a study’s findings can be generalized (Yin, 
1989).  
 
Due to the fact that we have only conducted a few case studies we acknowledge the lower 
level of validity. However, the validity is strengthened due to the fact that we used a tape 
recorder during the telephone interviews, which provided us with the possibility to sit 
down after the interview and go through it once again. Another fact that strengthens the 
validity of our research is that the interview guide had its base in the research questions 
and frame of reference, which were derived from already existing theories. Furthermore 
we have limited the research to only include MNCs, instead of all categories of 
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companies. This limits the number of companies and makes it easier to generalize the 
findings in this research, which strengthens the validity.   
 
Reliability can be defined as when a later researcher follows exactly the same procedures 
as described by an earlier researcher and conduct the same study all over again; later 
researcher should arrive at the same findings. This is especially important in qualitative 
research, which may contain subjective statements, which can lower the reliability. (Yin, 
1989) 
 
As earlier stated, we conducted telephone interviews. The interviews never lasted for 
more than half an hour since we believe that a longer interview than that would make the 
respondent tired and then the reliability, and validity, would decrease. When conducting 
the interview a semi-structured interview guide was used. This guide was a helpful tool in 
order to get answers to the research questions and also a guideline throughout the 
interview. Before the actual interview an interview guide was e-mailed to the respondent 
so that the respondent could make some preparations before the interview. The provided 
interview guide was much less detailed than the one we used during the interview and in 
order to decrease the risk of biased answers, the detailed interview guide was never 
presented to the respondent. The questions in the interview guide were based on the 
research questions and the frame of reference in chapter two.  
 
However we recognize the fact that the reliability might have been lowered since the 
interview with Yokogawa was conducted in English. The respondent, a Japanese citizen, 
might have found it difficult to properly formulate his answers and therefore the 
possibility of him delivering less extensive answers arises. Furthermore, we would like to 
state that the interview with Yokogawa lasted for approximately 25 minutes, which 
strengthens the reliability since an interview is not supposed to last for more than 30 
minutes according to McBurney (1994).   
 
Regarding the interview with RSA Security we feel that the reliability is strengthened due 
to the fact that the interview was conducted in Swedish. The respondent has a Swedish 
origin and the fact that he could answer the questions using his native language decreases 
the possibility of him not being able to express his true opinion, or in any other way be 
misunderstood. The same also applies to the interview conducted with Hutchison 
Whampoa. 
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4 Data presentation 
In this chapter we will present the data collected during the interviews with the Nordic 
director of RSA Security; Mr. Anders Eriksson, the managing director of Yokogawa 
Nordic AB; Mr. Naoki Nakamura, and the head of press and public relations at “3” / 
Hutchison Whampoa; Mr. Georg Ebert. Furthermore, we have collected some of the 
information from the companies’ homepages.  

4.1 Case 1: Yokogawa 

4.1.1 Company background 
In 1915 Mr. Tamisuke Yokogawa founded an electric-meter 
research institute in Japan. After a strong growth throughout the 
twentieth century, including a number of mergers, the company 
name is in 1986 changed to Yokogawa Electric Company and the 
trademark shown to the left is now put into use. The reason to why 
the company chose to develop a new company name and a new 
trademark was primarily due to the company’s desire to strengthen 

the image and to protect the original corporate culture. According to the company, the 
trademark aims at communicating Yokogawa’s cutting-edge technology within three 
main areas of business; Industrial Automotation and Control, Test and Measurement, and 
Information Systems, and the balance with the warm-hearted nature of Yokogawa’s 
employees. (Yokogawa, 2003)   
 
Today, the company headquarter is situated in Tokyo, Japan. The president and chief 
executive officer, Isao Uchida, has contributed to the impressive turnover of € 3 billion 
for year 2002. The company is currently employing approximately 20,000 employees 
worldwide and it has 105 affiliated companies. Yokogawa is, if sales and distribution 
operations are included, present in 160 countries. The company is however running own 
operations in 29 countries, stretching from Brazil and the United States in the west, 
Europe and Russia in the north, the Middle East and Africa in the south, and finally Asia 
and Oceania in the East. The largest markets are Japan, China, the United States and the 
south East Asia.  
 
In January 1988, the company policy was published, stating: “As a company, our goal is 
to contribute to society through broad-ranging activities in the areas of measurement, 
control, and information. Individually, we aim to combine good citizenship with the 
courage to innovate.” 
 
Yokogawa is currently undergoing final adjustments from hardware provider to a 
solution provider, where the focus is on providing its customers with comprehensive 
solutions instead of only a specific product. To make this transformation easier the 
company has developed a specific business concept that is called Yokogawa’s Enterprise 
Technology Solutions (ETS). The concept consists of three basic beliefs. The first one, 
which is the Enterprise, emphasizes Yokogawa’s focus on the customer’s enterprise as a 
means of providing optimum support. Secondly, the Technology that represents the 
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customer’s possibilities to benefit from the company’s latest and most sophisticated 
technological services. Finally, the Solutions represents Yokogawa’s offer of solutions 
that meet the customers’ expectations and needs.    
 

 
Figure 4.1: Yokogawa's organization chart as of April 1st, 2003.  
Source: www.yokogawa.com (2003-12-04) 
 
Yokogawa is presently focusing on three main areas of business; Industrial Automotation 
and Control, Test and Measurement, and Information Systems. In the area of industrial 
automation the company aims at being perceived as an innovative and trusted partner that 
exceed the customers expectation. In the test and measurement area the company supplies 
the customer with development and production test solutions, and finally in the 
information system field Yokogawa offers its customers systems that in real-time 
coordinates different management operations, such as business planning, product 
development, production planning and procurement of materials, production, sales and 
services. 
 
Yokogawa’s is in Sweden represented by the Nordic office situated in Kista, Stockholm. 
This office has been open since the first of January 2001 and today employs six persons. 
The test and measurement field of business providing customers such as Ericsson and 
Nokia represents the presence in the Nordic countries. The Nordic headquarter is run by 
the managing director of Yokogawa Nordic AB, Mr. Naoki Nakamura. Mr. Nakamura 
has been in the company since 1988, and has run the operations in Sweden for the last 
three years. The Swedish turnover is confidential, but the company today experience 
heavy growth with a rate of 50 percent every six months. 

4.1.2 Research and development 
The decision to establish Yokogawa operations in Sweden was according to our 
respondent not influenced by the existing research and development in the nation. The 
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decision was a more market-focused decision with the presence of Ericsson and Nokia. 
This presence of Ericsson and Nokia is however based in the strong research and 
development environment that has been driving both telecommunication companies to 
their present positions on the world market.  

4.1.3 Industrial clusters 
The company experiences global competition from four main competitors lead by a 
company called Techtronics. Yokogawa’s main customers in Sweden are Ericsson and 
Nokia as earlier mentioned, but also Volvo and ABB. The products are by these 
manufacturers used in the research and development-, and production allowing them to 
measure and control electronic equipment. The company has a Swedish market share of 
approximately five percent.  
 
The presence of companies within the communication and information-, and other high-
tech industries heavily influenced Yokogawa’s decision to come to Sweden. According to 
the respondent the growing mobile communication industry, and Ericsson’s and Nokia 
joined market share of approximately 50 percent in networks and mobile terminals, 
makes Sweden and the Nordic region of special interest for Yokogawa. The presence of 
these two companies and their special negotiation position in the global mobile 
communication industry makes it a “must” to come to Sweden.  

4.1.4 Proximity to international markets 
Sweden’s geographical location influenced Yokogawa’s decision to establish operations 
and foreign direct investments in Sweden. The reason why was Sweden’s and 
Stockholm’s central-, and strategic, location among the Nordic countries. The strategic 
choice was also influenced by the fact that Ericsson and Nokia was the target market in 
the Nordic area, and the easy access to the Scandinavian market from the Kista 
Yokogawa headquarters.  

4.1.5 Skilled human resources 
The availability of human resources was according to Yokogawa’s Nordic manager not a 
reason for coming to Sweden. The company uses a Japanese expatriate as the Nordic 
director of Yokogawa AB, and also other positions within the Nordic company is held by 
persons from Japan. However, the company stated that a good workforce was present in 
the nation and local personnel are used within the company. The decision to choose 
Sweden ahead of for example Finland, which is the home base for Nokia, was according 
to the respondent mainly due to better international capability among Swedes then the 
Finnish people. This implies language skills and cultural sensitiveness.  
 
To summarize; the reasons to why Yokogawa chose to establish operations in Sweden 
can be drawn to one major factor; the presence of Ericsson and Nokia in the Nordic 
region and the surrounding business they create. Furthermore other big actors such as 
Volvo and ABB influenced Yokogawa’s decision to locate operations in Sweden. 
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4.2 Case 2: Hutchison Whampoa/3 

4.2.1 Company background 
Hutchison Whampoa is one of the leading Hong Kong companies. The company was 
founded in 1828 in Guangzhou, China, as a small dispensary company. Today, the 
corporation is involved in a number of different industries and business fields around the 
world, though focusing at innovation and technology, with a total of approximately 
164,000 employees. The portfolio, with a total turnover of $14 US billion, includes 
activities in various telecom companies worldwide, but does also include activities in 
ports, pipelines and power plants. The five main fields of business are; ports and related 
services, telecommunications, property and hotels, retail and manufacturing, and energy 
and infrastructure. (“3”, 2003) 
 

 
Figure 4.2: Hutchison Whampoa’s organizational chart, 2003.  
Source: www.tre.se (2003-12-04) 
 
Hutchison's aim is to use the company’s extensive experience in telecommunications and 
relating areas to become a leader in the new generation mobile telecommunications 
services, and has already reached the status of being Europe’s biggest 3G operator. 
Hutchison Whampoa runs operations with 3G licenses in nine countries. “3” was initially 
established in Italy and Great Britain, but today also runs operations in Sweden, 
Denmark, Australia and Austria. Cooperation with different partners enhances the 
possibilities for being able to offer new products and services rapidly, and to achieve 
significant economies of scale.  
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The company ”3” represent Hutchison Whampoa in Sweden.  
”3” is a company providing mobile video communication on the Scandinavian market 
and on seven other markets, where Australia, Ireland and the United Kingdom are 
examples. The company’s vision is to “enhance people’s lives through mobile video 
communication.” The company is in Sweden owned by the Hong Kong based company 
Hutchison Whampoa (60 percent), and Swedish Investor (40 percent). Hutchison 
Whampoa always uses local partners when entering a new market and in the case of 
Sweden, the choice fell on Investor with its broad base of contacts throughout the 
Swedish business life.  
 
”3”’s ambition is to lead the Scandinavian mobile communication markets, with mobiles 
equipped with multimedia services focused on the customer’s eyes and fingers, instead of 
the traditional ear and mouth focus. ”3”’s offerings aim at using moving pictures instead 
of limiting the use of the mobile phone to talking and listening. This is done by the use of 
mobile broadband allowing access to the latest information and the Internet presented by 
the television and video media.  
 

”3” allows the customer to view film clips from sport events such as 
Elitserien and Allsvenskan, but also allow you to view the balance on 
your bank account or get updated financial information from a leading 
financial paper. The firm uses new technology, allowing the user to 
access computer communication and mobile multimedia in 
combination with ordinary mobile calls. Furthermore,”3” aims at 
utilizing on the unique combination to generate a new method of 
communication. The goal is to increase the freedom for the individual 
by reducing the dependency of time and place, thereby enriching both 
the private- and professional life.  
 
The respondent, the head of press and public relations, Mr. Georg 
Ebert further gives the background that “3” was established in Sweden 
during year 2000 under the legal name HI3G, and that the brand “3” 

was launched during the summer of 2002. “3” today has today 600 employees in Sweden 
and are targeting both private- and business users. 
 
“3” has today a special advantage on the Swedish market since they are the only 
company providing the third generation’s mobile technology. The competitors; Telia, 
Vodafone, Tele2, and Djuice have not yet entered the 3G market and therefore “3” is 
enjoying a 100 percent market share. The company is however waiting for the well-
known competitor Telia to move into the 3G market, and thereby creating, or at least 
further strengthen, the trust in the technology among the customers.  
 
Since the local partner Investor is the largest owner of Ericsson, the supplier of the 
network used by “3” was granted. The company has not however yet provided the market 
with a 3G mobile phone and “3” has therefore been forced to look at the existing 3G 
markets in Asia to find suitable suppliers of these phones. The choice fell on Motorola 
and NEC.  
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4.2.2 Research and development 
“3”’s establishment in Sweden was according to the respondent influenced by the fact 
that Sweden is perceived as a leading country within the telecommunication industry with 
Ericsson and Nokia in the area. When it comes to the 3G technology however, Asia is 
leading the development and has an advantage of being running operations for at least 
one and a half years longer than their Nordic counterparts.  

4.2.3 Industrial clusters  
Hutchison Whampoa uses, as earlier stated, local partners when entering foreign markets 
and in the case of Sweden, Investor supplied the company with a broad base of contacts. 
This created a potential customer base and supplier of the network technologies used for 
the service.  

4.2.4 Proximity to international markets 
The decision to establish operations in Sweden ahead of the other Nordic countries, even 
though operations have been started in Denmark later on, was mainly due to two factors. 
First and foremost, Sweden is viewed as the leading country in the Nordic region, which 
influenced the decision. Secondly, the Swedish process of dividing the 3G licenses was 
very favorable for Hutchison Whampoa. The Swedish government chose to hand out the 
licenses to the different actors on the basis of whom that was the most capable of running 
operations, not the one that paid the most. This allowed the company to enter the Swedish 
market under favorable conditions, in the combination with the fact that Sweden was the 
first Nordic country that handed out these licenses.  

4.2.5 Skilled human resources 
Sweden has one of the highest rates of mobile phones per capita in the world, and this 
fact influenced the decision of setting up operations in the nation. Furthermore, the 
availability of skilled labor influenced the decision since many skilled former Ericsson 
engineers were available due to cut backs in that company’s work force. This helped “3” 
to get access to highly suitable employees quite cheap in comparison to those amounts 
that had been needed if Ericsson had not experienced difficulties.  
 
To summarize the main influencing factor for Hutchison Whampoa and “3” to enter the 
Swedish market was the very favorable process of handing out 3G licenses to the 
companies that seemed to have the best possibilities to run 3G operations in the nation. 
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4.3 Case 3: RSA Security 

4.3.1 Company background 
20 years ago, RSA Security was established in Bedford, Massachusetts, 
U.S., which today is the company is headquartered. The company is one of 
the leading actors in the segment of providing customers solutions for 

establishing online identities and access rights. RSA is currently serving more than 
13,000 customers, and the largest and most important customers are considered to be 
companies within the public sector, the pharmaceutical-, and the banking/finance- 
industry. The reason why these industries are considered more important is partly due to 
harder customer demand and the legal regulations in these industries. The company has 
today a strong reputation, mostly a result of the history of ingenuity and leadership, 
proven technologies and long-term relationship building. The fact that RSA Security is 
involved in long-term partnering with more than 1,000 technology companies is an 
evidence of this.  
 
The president and CEO, Arthur W. Covellio, has had this position since 1995 and has 
helped the company increase the revenues from $25 US million his first year at the 
company to $232,1 US million in 2002. Furthermore, the company is employing 
approximately 1,200 people worldwide. Since the globalization and internationalization 
has forced companies to move much of its processes online, the demand for secure 
operations has increased rapidly. The core business in RSA is to make their customers’ 
online operations as safe and protected as possible, through the use of valid online 
identities and secure access rights. This is explained by the company when stating “with 
proven solutions that are already working transparently in the heterogeneous 
environments of thousands of customers, we are helping organizations turn identity 
management into a catalyst for competitive advantage.” 
 
Due to RSA’s long history in the industry and the company’s great knowledge in 
authentication; it has set many industry standards for organizations looking to protect 
their critical data assets. One of the slogans used by the company is: "The Most Trusted 
Name in e-Security®". The company offers the widest range of authentication options, 
which have put the company in a leading market share position. Examples of 
authentication products are; RSA Mobile Remote Authentication and RSA Smart Card.   
 
Today, over 13 million users within more than 13,000 organizations use the RSA 
SecurID® authentication products to protect corporate data and resources. For this 
specific product the company has a market share of approximately 50-70 percent 
depending on which specific market. Included in this customer base are for example more 
than half of the Fortune 100 companies. Additionally, more than 1,000 companies embed 
RSA BSAFE software in different applications worldwide, with a combined distribution 
of more than one billion copies.  
 
RSA Security is a global provider of e-security, with major offices in the United States, 
Ireland, United Kingdom, Singapore and Tokyo, and representation in nearly 50 
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countries. With this presence most interesting markets are being covered since one office 
often covers several countries. The company uses an organization consisting of two head 
offices, one located at the U.S. headquarter and the second one located in Ireland. These 
two offices are administrating all cash flows for the company. In other countries where 
the company is present they use sales and marketing offices, which handle the day-to-day 
contacts with the customers. The two major markets are northern America and Europe, 
which together accounts for the major share of the total turnover. 
 
Future attractive markets is highly dependent of the global business climate and today the 
company is looking at investments on a three-, to a maximum twelve-, month basis, 
meaning that investments can be conducted on a short notice when a situation offering 
high return of investment arises. Markets such as southern parts of Europe have been of 
great interest the last year, since the development in these countries for a couple of years 
have been quite low and the need for e-security now has arisen.   
 
RSA Security was established in Sweden in 1997 through the acquisition of the research 
and development company Dynamic software, also called Dynasoft. Before this 
establishment in Sweden a sales office existed in Norway, but was shut down when 
operations moved to Sweden. The Nordic headquarters was then located in Stockholm, 
and with this establishment Mr. Anders Eriksson was appointed regional director of the 
Nordic countries with responsibilities for setting up and running operations. Today the 
Nordic headquarter includes eight countries, with sales offices in Finland, Norway, 
Denmark and Sweden and represented in Iceland, Latvia, Estonia and Lithuania. RSA has 
thereby established itself as the market leader within online security in Scandinavia.  

4.3.2 Industrial clusters 
The main competitors are global companies such as IBM and SUN, but also companies 
specialized in e-security such as CA, Computer Associates, and other small companies 
focused at e-security. Since RSA Security is running own research and development 
operations, the company does not heavily rely on suppliers of components. The company 
has however outsourced small and specialized parts of the production to sub-suppliers 
such as Flextronics.  
 
The establishment in Sweden was also influenced by the investment climate in Sweden 
that the glow around Ericsson created. The great number of actors within the industry 
contributed to attract investments to Sweden and helped to create the IT cluster that 
existed in the late 1990’s. The “glow” surrounding this “hot” cluster is according to the 
respondent far more important than factors such as wage levels, company taxes and the 
availability of office space when it comes to deciding the host country of an investment.  
This cluster was according to RSA security not just limited to Sweden, but the whole 
Nordic region was affected. An evidence for this is the fact that three of RSA’s 
competitors that located headquarters in the region choose Finland, Denmark and Norway 
ahead of Sweden.  
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4.3.3 Research and development 
The establishment in Sweden was heavily influenced by the existing research and 
development in the nation. RSA viewed Sweden and Finland at the time as international 
trendsetters, which in many ways were driving forces behind the development of the 
information- and communication industry. Ericsson and Nokia were the leading 
companies, therefore contributing of making Sweden and Finland “hot” for inward 
investments, and being present in these markets was a must.  
 
RSA Security bought a Swedish research and development company due to the fact that 
they possessed an interesting product, and a customer base of interest. The company’s 
vision was to develop the product to be soled on a global market. However the sales did 
not take of on the acquired product and the investment is now no longer a part of RSA 
Security. Furthermore the cultural diversity caused conflicts that lead to decreased output 
in the production. The Swedish product developers were used to being involved in the 
overall decisions concerning the products, but the new organizational culture was focused 
at programming. These conflicting goals lead to decreased productivity even though the 
lower costs for hiring the Swedish worker.  

4.3.4 Skilled human resources 
When RSA Security was established in Sweden the company did not chose Sweden from 
a human resource perspective. There was no major difference in education level or 
salaries, in comparison with the other Nordic countries. However, in comparison with the 
US the Swedish salaries were relatively lower, which affected the decision of 
establishment. This was however not utilized since cultural diversity made it more 
difficult to motivate the Swedish employees. The choice to locate the Nordic headquarter 
in Sweden was mainly due to the regional director’s Swedish heritage. Furthermore, the 
closeness to the customer was the most important factor from a sales perspective and 
increased wage-levels due to an increased sales force was leveled by lowered costs for 
travel and accommodation. Nor did the fact that the company moved from being present 
in Norway, and therefore outside the European community, to a membership country 
such as Sweden, affects the establishment. 

4.3.5 Proximity to international markets 
RSA’s decision to locate business in Sweden was mainly due to the regional director’s 
Swedish heritage. RSA does not experience any other major advantages to locate their 
type of operations in Sweden ahead of the other Nordic countries. An evidence for this is 
the fact that three of RSA’s competitors have located headquarters in Finland, Denmark 
and Norway ahead of Sweden. Furthermore being represented close to the customer is 
also favorable from a cost perspective since travel costs and accommodation is decreased. 
 
To summarize, the choice of the Swedish establishment came down to three major 
factors. Firstly, the presence of a company with an interesting product and customer base, 
secondly the heritage of the regional director responsible for the start-up of operations, 
and finally the “glow” surrounding Ericsson, which made the whole region “hot”.  
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5 Analysis  
In this chapter we shall analyze the data collected from RSA Security, Hutchison 
Whampoa and Yokogawa, and presented in the previous chapter, against the frame of 
reference presented in chapter two. In order to make the analysis of each separate case 
more easily overviewed we will in the end of each case provide the reader with a 
summary of the four research questions presented in the actual case. This will be done on 
all three cases and finally the cases will be cross-examined. 

5.1 Within case analysis; Yokogawa 
The data in this analysis is based on the information collected through the interview 
conducted the 18th of December 2003 with Naoki Nakamura at Yokogawa, which is 
presented in section 4.1. 

5.1.1 Level of R&D 
According to theory, ownership of research and development assets is an influencing 
factor on a company’s decision to establish operations overseas. However, Yokogawa did 
not experience this factor as an influence on their choice to establish operations in 
Sweden and therefore we find it contradictory to theory. 
 
Furthermore, the establishment in Sweden was not influenced by the existing research 
and development in the nation, meaning that this theory is not applicable to the case of 
Yokogawa. According to the respondent, Yokogawa entered the Swedish market for 
other reasons than gaining access to research and development.  
 
Theory also suggests that the availability of technology should be an influencing factor 
when it comes to deciding where to locate an FDI. Nevertheless, this factor was not 
applicable to Yokogawa.  
 
The fourth theory regarding research and development states that ownership of 
knowledge resources is an influencing factor. However, Yokogawa stated that this was 
not an influencing factor and therefore it is not applicable to theory.  
 
Finally, theory discusses financial and other inducements aimed at enhancing research 
and development within a specific country or region. Yokogawa did not experience this 
factor as influencing when deciding where to locate its operations.  
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Table 5.1: Overview of influencing theories regarding research and development 
Research & Development 

Influencing theories Consistent with theory? 
Ownership specific advantages No 
Location specific advantages No 
Availability of capital / technology No 
Availability of knowledge resources No 
Financial (and other) inducements No 
Source: Constructed by the authors (2003) 

5.1.2 Industrial clusters 
According to theory, the degree of market sophistication will influence a company’s 
choice of where to locate an FDI. One major reason for Yokogawa to enter the Swedish 
market was the existence of Ericsson and Nokia. Furthermore, Yokogawa felt that their 
presence on the Swedish market was a must since four of their main competitors were 
already present on this market. Thereby the case of Yokogawa is applicable to the theory 
concerning market sophistication.  
 
As written earlier, theory discusses access to market intelligence as the dynamic 
interactions between customers and suppliers, amongst customer and amongst suppliers. 
This is partly applicable to Yokogawa since the respondent emphasizes the importance of 
being close to their main customers; Ericsson and Nokia. However, the consistency with 
theory is weakened by the fact that Yokogawa did not stress the importance of dynamic 
interactions with their suppliers. This was, according to the respondent, due to the fact 
that Yokogawa is running own research and development operations and are therefore not 
heavily relying on suppliers of components. Nevertheless, it is contradictory to theory.  
 
The respondent at Yokogawa made it clear that the theories regarding closeness to- and 
availability of research and development was not an influencing factor when the company 
decided to enter the Swedish market. Neither was the company influenced by the factors 
concerning skilled scientific- and managerial personnel. Therefore the case of Yokogawa 
is not applicable to the theory of access to skilled scientific, technical and managerial 
personnel.  
 
Yokogawa did not experience the theory regarding entrepreneurial environment as an 
influencing factor when deciding to enter the Swedish market. The theory refers to the 
extent of which the entrepreneurial market is supported by social, cultural, political and 
economical values and policies. Since none of these values and policies was considered 
to have influenced Yokogawa’s choice to enter the Swedish market, we find it 
contradictory to theory. 
 
Furthermore, the theory concerning social and cultural universality was considered to be 
an influencing factor when Yokogawa decided to establish operations in Sweden. The 
fact that the decision makers in Yokogawa considered Swedes to be more highly skilled 
concerning languages and cultural sensitivity compared to the Finish people, clearly 
demonstrates the consistency with theory.   
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In addition, the location of the host country was according to Yokogawa an influencing 
factor when establishing operations in Sweden. Yokogawa considered Sweden as the 
most appropriate strategic location to establish operations in due to the country’s central 
geographic position. Therefore the theory of location specific advantages of the host 
country is applicable to the case of Yokogawa. 
  
Table 5.2: Overview of influencing theories regarding industrial clusters. 

Industrial clusters 
Influencing theories Consistent with theory? 
Market sophistication Yes 
Access to market intelligence Yes 
Access to skilled scientific, technical and managerial 
personnel No 

Entrepreneurial environment No 
Social and cultural universality Yes 
Location specific advantages Yes 
Source: Constructed by the authors (2003) 

5.1.3 Proximity to international markets 
In the final paragraph under section 5.2.2, one can read that Yokogawa considered 
Sweden as the most appropriate strategic location to establish operations in due to the 
country’s central geographic position. Therefore the theory of location specific 
advantages of the host country, relating to the proximity of other international markets, is 
applicable to Yokogawa.  
 
The size of the potential market, which is the second theory concerning the proximity to 
other international markets, is not a theory that is applicable to Yokogawa.  
 
The most important reason for Yokogawa to enter the Swedish market was to further 
decrease the distance to its customers, especially to Nokia and Ericsson. Therefore, the 
theory regarding the need to maintain close customer contact is consistent with the case 
of Yokogawa. According to the respondent at Yokogawa, a major reason to why the 
company wanted to maintain a close customer contact was the potentially increased sales 
and profits that it would generate. This highlights the consistency between Yokogawa 
and the theory regarding increased sales and profits.  
 
Furthermore, through Yokogawa’s establishment of a Nordic headquarter in Stockholm, 
Sweden, the company did not feel any need to establish any more offices in the Nordic 
region. The fact that Yokogawa’s office in Sweden operates as the company’s Nordic 
headquarter demonstrates the company’s desire to use it as an export base for the 
surrounding countries. This clearly shows the consistency between the theory regarding 
export base and the case of Yokogawa.  
 
The final theory discussing the proximity to other international markets is the theory of 
gaining a foothold in economic blocs. However, Yokogawa was already an actor within 
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the European Union before they entered Sweden and therefore this theory is not 
applicable to Yokogawa. 
 
Table 5.3: Overview of influencing theories regarding proximity to international markets. 

Proximity to international markets 
Influencing theories Consistent with theory? 
Location specific advantages Yes 
Size of market No 
Need to maintain close customer contact Yes 
Increase sales and profits Yes 
Export base Yes 
Gain a foothold in economic blocs No 
Source: Constructed by the authors (2003) 

5.1.4 Skilled human resources 
The availability of labor was a factor that slightly influenced Yokogawa’s decision to 
establish operations in Sweden. The theory regarding availability of labor was, according 
to the respondent, not a factor that influenced Yokogawa’s decision. However, the 
respondent stated that the decision makers within Yokogawa took for granted that a well-
educated workforce was available in the country, thereby the case of Yokogawa is 
applicable to theory when it comes to the availability of labor.  
 
The theory stating that lower labor costs influence the choice of where to locate an FDI is 
not applicable to Yokogawa. The company did not express that they were influenced by 
the wage-levels in Sweden, compared to other markets where the company is present.  
 
According to Yokogawa, financial labor inducements to the ICT industry were not a 
factor influencing the company’s choice to establish itself on the Swedish market. 
Therefore, the case of Yokogawa contradicts this theory.  
 
Finally, theory discusses the theory of acquiring technological- and managerial know-
how. As stated in the section 5.2.1 regarding R&D, this was not a factor that influenced 
Yokogawa’s decision to locate operation in Sweden. Therefore, the case of RSA is 
applicable to theory.  
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Table 5.4: Overview of influencing theories regarding the human resources. 
Skilled human resources 

Influencing theories Consistent with theory? 
Availability of labor Yes 
Lower labor costs No 
Financial labor inducements in a specific industry No 
Acquire technological and managerial know-how No 
Source: Constructed by the authors (2003) 

5.1.5 Summary of Yokogawa analysis 
In order to make the analysis of Yokogawa more easily overviewed we will now 
summarize the analysis conducted on Yokogawa. The summary will guide the reader 
through each of the four research questions, starting with the level of research and 
development. Then the area concerning industrial clusters will be summarized, followed 
by proximity to international markets. Finally, we will summarize the area of human 
resources. 
 
Yokogawa did not experience that the level of research and development within the ICT 
industry, and in Sweden, influenced the company’s decision to establish operations in 
Sweden and therefore none of the theories within this area is applicable to the case of 
Yokogawa. 
  
The second area, covering research question, two is discussing the existence and degree 
of industrial clusters. As written earlier in this analysis, we found four theories that were 
consistent with the case of Yokogawa. These four theories are; degree of market 
sophistication, access to market intelligence, social and cultural universality, and location 
specific advantages.  
 
When it comes to the area of proximity to international markets we also found four 
theories that were applicable to the case study company. When comparing the collected 
data with the emerged frame of reference from chapter two we found the following to be 
theories consistent with the empirical data; location specific advantages, need to maintain 
close customer contact, export base, and increase sales and profit.  
 
Finally, we found one theory concerning human resources applicable to the case of 
Yokogawa. Yokogawa did not primarily establish itself on the Swedish market due to 
human resources and was therefore not heavily influenced by it. However, the theory of 
availability of human resources was consistent with the data collected from Yokogawa. 
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5.2 Within case analysis; Hutchison Whampoa 
The data in this analysis is based on the information collected through the interview 
conducted the 22nd of December 2003 with the head of press and public relations, Mr. 
Georg Ebert at Hutchison Whampoa, which is presented in section 4.2. 

5.2.1 Level of R&D 
Ownership of research and development assets is, according to theory, an influencing 
factor on a company’s decision to establish operations overseas. This theory is applicable 
to the case of “3” since the company’s decision to establish operations in the Swedish 
market was influenced by the availability of highly skilled labour.  
 
Furthermore, the respondent stated that “3” entered the Swedish market partly due to the 
existing research- and development climate in the nation, meaning that the theory 
concerning research and development within a nation is applicable to this case. 
According to the respondent, the company perceived Sweden as being a leading country 
within the telecommunication industry, which further strengthens the consistency to 
theory.  
 
In addition, the availability of technology should also be an influencing factor when it 
comes to deciding where to locate an FDI, according to theory. However, this factor was 
not applicable to this case study company since the Asia is the leader in developing the 
3G technology and has already been running operations for more than one and a half 
years longer than their Nordic counterparts.   
 
The fourth theory regarding research and development states that ownership of 
knowledge resources is an influencing factor. However, as earlier stated, “3” did not enter 
the Swedish market to gain access to any new technology or knowledge resources and 
therefore we find it contradictory to theory.  
 
The final theory which discusses financial and other inducements aimed at enhancing 
research and development within a specific country or region is not applicable to the case 
of “3”. The company was highly influenced by the fact that the Swedish government 
handed out 3G licenses, but those licenses was handed out to companies willing to run 
operations in Sweden and did not take research and development into consideration.  
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Table 5.5: Overview of influencing theories regarding research and development 
Research & Development 

Influencing theories Consistent with theory? 
Ownership specific advantages Yes 
Location specific advantages Yes 
Availability of capital / technology No 
Availability of knowledge resources No 
Financial (and other) inducements No 
Source: Constructed by the authors (2003) 

5.2.2 Industrial clusters 
Theory states that the degree of market sophistication will influence a company’s choice 
of where to locate an FDI. However this theory is not applicable to this case study 
company since “3” is yet the only actor on the Swedish 3G market. However, Telia is 
supposed to enter the market within a short period of time, but since this is not yet a fact 
“3” contradicts this theory. 
  
Furthermore, theory discusses access to market intelligence as the dynamic interactions 
between customers and suppliers, amongst customer and amongst suppliers. This theory 
is applicable to this case company since Hutchison Whampoa is partnering with the local 
Swedish partner Investor. In addition, Investor is the largest owner of Ericsson and 
Ericsson is the company that provides 3 with the network they are using for their 3G 
operations. Thereby Hutchison Whampoa is heavily dependent on the dynamic 
interactions with their suppliers. The consistency with theory is further strengthened by 
the fact that Hutchison Whampoa chose to enter Sweden partly due to the high rate of 
mobile phone users, which shows the importance of dynamic customer interactions.  
 
When it comes to the theory regarding access to skilled scientific- and managerial 
personnel, the case of Hutchison Whampoa is applicable to theory since the availability 
of cheap skilled personnel was influencing the company’s decision to enter the Swedish 
market. The respondent at Hutchison Whampoa made it clear that the availability of 
former Ericsson hired personnel influenced the company’s decision.  
 
An additional theory being applicable to the case of 3 is the one discussing the 
entrepreneurial environment as an influencing factor when deciding on where to locate a 
FDI. The theory refers to the extent of which the entrepreneurial market is supported by 
social, cultural, political and economical values and policies. The statement that this 
theory is applicable to the case study company is based on the fact information that 3 felt 
that they entered the Swedish market under favourable conditions since the Swedish 
government handed out the 3G licenses on the basis of whom that was most capable of 
running operations instead of the one who was able to pay the most. 
 
Furthermore, the theory concerning social and cultural universality was not considered to 
be an influencing factor when 3 decided to establish operations in Sweden. Hutchison 
Whampoa is running operations in other markets that are socially- and culturally close to 
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the Swedish one, however the company did not experience that this factor influenced 
their decision of establishing operations in Sweden.   
 
Finally, the location of the host country was not an influencing factor when 3 established 
operations in Sweden. Sweden was considered to be the most appropriate strategic 
location to establish operations in due to the high rate of mobile users per capita, however 
this is not a location specific advantage but rather a market specific advantage and 
therefore the case of 3 contradicts theory. 
 
Table 5.6: Overview of influencing theories regarding industrial clusters. 

Industrial clusters 
Influencing theories Consistent with theory? 
Market sophistication No 
Access to market intelligence Yes 
Access to skilled scientific, technical and managerial 
personnel Yes 

Entrepreneurial environment Yes 
Social and cultural universality No 
Location specific advantages No 
Source: Constructed by the authors (2003) 

5.2.3 Proximity to international markets 
When comparing the theory of location specific advantages of the host country, relating 
to the proximity of other international markets, the theory is not applicable to Hutchison 
Whampoa. As earlier stated, the company chose to enter the Swedish market due to the 
high rate of mobile phone users per capita, however this is not a location specific 
advantage and therefore 3 contradicts theory.  
 
Moreover, the size of the potential market is a theory that is applicable to Yokogawa 
since this factor influenced the decision-makers within Hutchison Whampoa when 
deciding on locating a FDI Sweden. The fact that Sweden has the highest rate of mobile 
phones per capita was a major reason for the company to enter the market. This high rate 
shows the existence of a potentially large market for 3G phones.  
 
The theory regarding the need to maintain close customer contact is also consistent with 
the case of Hutchison Whampoa. This is closely connected to the potential market 
available for the company. In order to access the potential future market the company has 
to, according to the respondent, be close to the customer and therefore both these theories 
are consistent with the case of Hutchison Whampoa.  
 
The theories regarding the need to maintain a close customer contact and potential future 
markets are both closely related to the theory regarding increasing sales and profits. One 
of the reasons for Hutchison Whampoa to enter the Swedish market was the desire to 
increase their sales and profits and therefore this theory is consistent with theory. 
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Furthermore, by establishing a Nordic headquarter in Stockholm, Sweden, the company 
did is aiming at using this office as a base for all Nordic countries. Since 3 is using this 
headquarter as an export base for the surrounding countries the company clearly shows 
the consistency between the theory regarding export base and the case of Hutchison 
Whampoa.  
 
The final theory, gaining a foothold in economic blocs, is not applicable to this case study 
company since the company was already present in the European Union before entering 
the Swedish market. Neither were there any other forms of economic blocs that 
influenced the company’s decision to enter the Swedish market, and therefore the theory 
is not consistent with Hutchison Whampoa. 
 
Table 5.7: Overview of influencing theories regarding proximity to international markets. 

Proximity to international markets 
Influencing theories Consistent with theory? 
Location specific advantages No 
Size of market Yes 
Need to maintain close customer contact Yes 
Increase sales and profits Yes 
Export base Yes 
Gain a foothold in economic blocs No 
Source: Constructed by the authors (2003) 

5.2.4 Skilled human resources 
The availability of labour was a factor that influenced 3’s decision to establish operations 
in Sweden. The fact that Hutchison Whampoa was influenced by the availability of well-
educated former Ericsson employees when deciding on entering the Swedish market 
highlights the consistency between theory and the case of 3.   
 
The theory stating that lower labour costs influence the choice of where to locate an FDI 
is also applicable to 3. The company was able to employ highly skilled engineers, earlier 
employed at Ericsson, at lower wage-levels compared to other Nordic countries. Since 
this was an influencing factor on the company’s decision to establish operations in 
Sweden we find the case of 3 being consistent with this theory.  
 
The third theory regarding human resources, financial labour inducements to the ICT 
industry within Sweden, was not an influencing factor on the company’s decision to 
establish operations on the Swedish market. Therefore, the case of Hutchison Whampoa 
contradicts this theory.  
 
Finally, theory discusses acquiring technological- and managerial know-how. This theory 
is applicable to the case of Hutchison Whampoa since the company was influenced by the 
availability of skilled engineers.   
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Table 5.8: Overview of influencing theories regarding the human resources. 
Skilled human resources 

Influencing theories Consistent with theory? 
Availability of labor Yes 
Lower labor costs Yes 
Financial labor inducements in a specific industry No 
Acquire technological and managerial know-how Yes 
Source: Constructed by the authors (2003) 

5.2.5 Summary of Hutchison Whampoa analysis 
In order to make the analysis of Hutchison Whampoa more easily overviewed we will 
provide the reader with a summary based on the analysis conducted on the case study of 
Hutchison/Whampoa. This summary will be conducted in the same way as the analysis of 
Yokogawa meaning that we first will summarize the area covering the parts on research 
and development. Then we continue with industrial clusters, followed by proximity to 
international markets and finally the area of human resources.  
 
According to Hutchison Whampoa the company was influenced by the existing research 
and development environment when they established operations in Sweden. As shown in 
the analysis of the company, four theories were found to be consistent with the case study 
company. These theories were; ownership, location, availability of capital/technology, 
and availability of knowledge resources. 
 
The company was also influenced by other areas, and when it comes to industrial clusters 
the theories regarding access to market intelligence, access to skilled scientific, technical 
and managerial personnel, and entrepreneurial environment were applicable to the 
company.  
 
Furthermore it is stated in the analysis that four theories regarding proximity to 
international markets are applicable to the case of Hutchison Whampoa. These four 
theories are; size of market, need to maintain close customer contact, increase sales and 
profits, and finally export base.  
 
The final area was addressing the area of human resources and there the analysis shows 
that three theories are applicable to the case study company. Availability of labour, lower 
labour costs and acquire technological and managerial know-how are the applicable 
theories within this area.  
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5.3 Within case analysis; RSA Security 
The data in this analysis is based on the case interview conducted the 5th of December 
2003, which is presented in section 4.3. 

5.3.1 Level of R&D 
The fact that RSA Security was established in Sweden through the acquisition of a 
research- and development company shows that ownership of research and development 
assets influenced the company’s decision to establish operations in Sweden.  
 
Secondly, the establishment in Sweden was heavily influenced by the existing research 
and development in the nation. RSA saw at the time Sweden as a leader in development 
of the information and communication industry. Ericsson was the leading company, 
which made Sweden “hot” for inward investments, and being present in this market was a 
must. These facts clearly demonstrate that proximity to R&D facilities influences the 
choice of recipient nation for foreign direct investments.  
 
According to RSA Security the existence of Ericsson on the Swedish market, and the 
overall large investments within Information and Communication technology, created an 
environment were the most up-to-date technology and venture capital were available. 
This was one contributing factor for the company’s establishment on the Swedish market.  
 
The acquisition of the research and development company Dynamic software also 
included the ownership of knowledge resources within the acquired company. This is 
consistent with the theory including the availability of knowledge resources. The 
presence of Ericsson, and the fact that RSA saw Sweden as a hot spot for ICT operations, 
is also consistent with this theory.  
 
Finally, theory discusses financial and other inducements aimed at enhancing research 
and development within a specific country or region. RSA however did not experience 
this factor as influencing when deciding where to locate its operations.  
 
Table 5.9: Overview of influencing theories regarding research and development 

Research & Development 
Influencing theories Consistent with theory? 
Ownership specific advantages Yes 
Location specific advantages Yes 
Availability of capital / technology Yes 
Availability of knowledge resources Yes 
Financial (and other) inducements No 
Source: Constructed by the authors (2003) 
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5.3.2 Industrial clusters 
When entering the Swedish market the intensity of local competition, or a “hot spot” as 
RSA chose to call it, was taken into account. Furthermore RSA saw Sweden as an 
international trendsetter during the specific period of time. Both these factors are 
consistent of the theory regarding market sophistication.  
 
Theory discusses access to market intelligence as the dynamic interactions between 
customers and suppliers, amongst customer and amongst suppliers. This is applicable to 
RSA since the respondent emphasizes the importance of being close to the customers. 
The consistency with theory is further strengthened by the fact that RSA located their 
operation to an international ICT hotspot. The company is however running own research 
and development operations and is therefore not heavily relying on suppliers of 
components, which contradicts the theory.  
 
As earlier stated the acquisition of the research and development company Dynamic 
software also included the ownership of knowledge resources within the acquired 
company. Furthermore, the home base of the regional director in charge for the start-up 
of the Nordic operations was one of the most important factors influencing the choice of 
host country. This because, according to RSA, the choice to locate the Nordic 
headquarters in Sweden was mainly due to the regional director’s Swedish heritage. 
These facts are consistent with the theory of access to skilled scientific, technical and 
managerial personnel.  
 
The theory on entrepreneurial environment refers to the extent of which the 
entrepreneurial market is supported by social, cultural, political and economical values 
and policies. RSA did not experience this theory as an influencing factor when deciding 
to enter the Swedish market.  
 
Social and cultural universality was not an outspoken influencing factor when deciding to 
establish operations in Sweden. Therefore the theory of social and cultural universality is 
not applicable to the case of RSA.  
 
The location of the host country was according to RSA not a major determinant when 
establishing operations in Sweden. This is furthermore supported by the fact that that 
three of RSA’s competitors that located headquarters in the Nordic region choose 
Finland, Denmark and Norway ahead of Sweden. Therefore the theory of location 
specific advantages of the host country is not applicable to RSA.  
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Table 5.10: Overview of influencing theories regarding industrial clusters. 
Industrial clusters 

Influencing theories Consistent with theory? 
Market sophistication Yes 
Access to market intelligence Yes 
Access to skilled scientific, technical and managerial 
personnel Yes 

Entrepreneurial environment No 
Social and cultural universality No 
Location specific advantages No 
Source: Constructed by the authors (2003) 

5.3.3 Proximity to international markets 
As stated earlier the location of the host country was according to RSA not a major 
determinant when establishing operations in Sweden. Therefore the theory of location 
specific advantages of the host country, relating to the proximity of other international 
markets, is not applicable to RSA.  
 
The size of the potential market was not either an influencing factor in the case of RSA. 
Therefore the theory of the potential market size is not applicable to RSA. 
 
According to the discussion concerning market intelligence the closeness to the customer 
is from a sales perspective of great importance for RSA. According to RSA, being 
represented close to the customer is also favorable from a cost perspective since costs for 
travel and accommodation is decreased. Therefore the theory regarding the need to 
maintain close customer contact is consistent with the case of RSA Security. 
Furthermore, according to RSA, their need to be close to the customer is closely related 
to sales and profits. This fact displays the consistency between RSA and theory on sales 
and profit.  
 
RSA uses the Nordic headquarters as an export base for the Nordic region since the 
company, in order to cut costs, chose to use Sweden instead of the US or Ireland as their 
Nordic home base. This shows the consistency between RSA and the theory regarding 
export base.  
 
The final theory regarding proximity of international markets is to gain a foothold in 
economic blocs. On example of this can be to establish operations within the European 
Union, which enables the company to conduct business free from customs within the 
union’s boarders. This is however not applicable to RSA.  
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Table 5.11: Overview of influencing theories regarding proximity to international 
markets. 

Proximity to international markets 
Influencing theories Consistent with theory? 
Location specific advantages No 
Size of market No 
Need to maintain close customer contact Yes 
Export base Yes 
Increase sales and profits Yes 
Gain a foothold in economic blocs No 
Source: Constructed by the authors (2003) 

5.3.4 Skilled human resources 
The availability of labor was a factor that influenced RSA’s decision to establish 
operations in Sweden. A major influencing factor was to gain access to technical- and 
managerial personnel; thereby the case of RSA is applicable to theory when it comes to 
the availability of labor.  
 
The theory stating that lower labor costs influence the choice of where to locate a Foreign 
Direct Investment is applicable to the case of RSA. This is due to the fact that the 
respondent clearly stated that the lower wages in Sweden relative to the United States 
was an influencing factor.  
 
According to RSA, financial labor inducements to the ICT industry were not a factor of 
influence when the company chose Sweden as their base for FDI. Therefore the case of 
RSA contradicts theory.  
 
Acquire technological- and managerial know-how was a factor that heavily influenced 
the decision to locate operation in Sweden. One of the major reasons for RSA to establish 
operations in Sweden, and in particular Stockholm, was the availability of suitable 
managers and highly skilled technical personnel. Therefore the case of RSA is applicable 
to theory.  
 
Table 5.12: Overview of influencing theories regarding the human resources. 

Skilled human resources 
Influencing theories Consistent with theory? 
Availability of labor Yes 
Lower labor costs Yes 
Financial labor inducements in a specific industry No 
Acquire technological and managerial know-how Yes 
Source: Constructed by the authors (2003) 
 

- 53 -  



 

5.3.5 Summary of RSA Security analysis 
Now we will present the reader with a summary of the analysis conducted on RSA 
Security. The summary will be presented in the same way as done for the other two case 
study companies, meaning that the area of research and development will be presented 
first. Then the summary will continue with industrial clusters, proximity to international 
markets, and finally human resources. 
 
The analysis conducted on RSA Security shows that four of the theories presented in the 
frame of reference, regarding research and development are consistent with the primary 
data collected from the interview with the company. The theories that were found 
applicable are; ownership, location, availability of capital/technology, and availability of 
knowledge resources.  
 
The second research question is addressing the influence of industrial clusters and the 
theories that are consistent with the case study company within this area are; market 
sophistication, access to market intelligence and access to skilled scientific, technical and 
managerial personnel.  
 
Three theories were also found applicable to RSA Security when it comes to proximity to 
international markets. According to RSA Security the need to maintain close customer 
contact, the use of Sweden as an export base and the aim to increase sales and profits 
were influencing factors when deciding to establish operations in Sweden. Therefore 
these theories are consistent with the data collected from RSA Security. 
 
The final area is dealing with the influence of human resources. The theories applicable 
to the company are; availability of labor, lower labor costs and acquire technological- and 
managerial know-how.  
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5.4 Cross-case analysis 
We will in this section provide a cross case analysis of the three cases, with the base in 
the four research questions. 

5.4.1 Research and development: Cross-case analysis  
Table 5.13: Research and development: Cross-case analysis 
Research and Development Yokogawa Hutchison Whampoa RSA Security
Ownership specific advantages No Yes Yes 
Location specific advantages No Yes Yes 
Availability of capital/technology No No Yes 
Availability of knowledge 
resources No No Yes 

Source: Constructed by the authors (2003) 
 
Regarding the variable of ownership specific advantages both Hutchison Whampoa and 
RSA Security stated that this factor influenced the decision of Sweden as the host of FDI. 
Hutchison Whampoa stated that the company was influenced by the availability of highly 
skilled labour, and RSA Security stated that the acquisition of a research and 
development company was a factor that influenced the company’s decision to establish 
operations in Sweden.  
 
The location specific advantages were taken into account in both Hutchison Whampoa 
and RSA Security when deciding in what country to establish operations. RSA Security 
claimed that the establishment in Sweden was heavily influenced by the existing research 
and development in the nation and viewed Sweden, at the time, as a leader in 
development of the information- and communication industry. Ericsson was the leading 
company, which made Sweden “hot” for inward investments, and being present in this 
nation was a must. Hutchison Whampoa refers to the availability of skilled labour also 
when it comes to location specific advantages.  
 
The availability of capital/technology is a factor that only influenced RSA Security’s 
decision to come to Sweden. Large investments within Information and Communication 
technology created an environment were the most up-to-date technology and venture 
capital was available. This was one contributing factor for RSA Security’s establishment 
on the Swedish market.  
 
The availability of knowledge resources influenced RSA Security’s decision to establish 
operations in Sweden. The reason why was the ownership of knowledge resources within 
the acquired company when entering Sweden. 
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5.4.2 Industrial clusters: Cross-case analysis  
Table 5.14: Industrial clusters: Cross-case analysis 
Industrial Clusters Yokogawa Hutchison Whampoa RSA Security
Market Sophistication Yes No Yes 
Access to market intelligence Yes Yes Yes 
Access to skilled scientific, 
technical and managerial 
personnel 

No Yes Yes 

Entrepreneurial environment No Yes No 
Social and cultural universality Yes No No 
Location specific advantages Yes No No 
Source: Constructed by the authors (2003) 
 
Both Yokogawa and RSA Security acknowledge the fact that the variable of market 
sophistication influenced their decision. Yokogawa refers to the existence of Ericsson, 
and the fact that their presence on the Swedish market was a must since four of their main 
competitors were already present on this market. RSA Security in their case refers to the 
Swedish market as a “hot spot” and this was taken into account. Furthermore RSA 
Security saw Sweden as an international trendsetter during the specific period of time. 
 
The access of market intelligence influenced all three companies. RSA Security and 
Yokogawa both emphasize the importance of being close to the customers, and being 
present in an international ICT hotspot. Hutchison Whampoa is partnering with the local 
Swedish partner Investor who is the largest owner of Ericsson. Ericsson on their hand is 
the company that provides 3 with the network they are using for their 3G operations. 
Thereby Hutchison Whampoa is heavily dependent on the dynamic interactions with their 
suppliers.  
 
The access to skilled scientific, technical and managerial personnel influenced both 
Hutchison Whampoa and RSA Security’s decision. Hutchison Whampoa appreciated the 
availability of cheap skilled personnel, and RSA Security emphasized the home base of 
the regional director in charge for the start-up of the Nordic operations as an important 
factor influencing the choice of host country.  
 
Hutchison Whampoa entered the Swedish market under favourable conditions since the 
Swedish government handed out the 3G licenses on the basis of whom that were most 
capable of running operations instead of the one who was able to pay the most. No other 
company saw the entrepreneurial environment as an influencing factor. 
 
Regarding social and cultural universality, Yokogawa found Swedes to be more highly 
skilled concerning languages and cultural sensitivity compared to the Finish people.  
Furthermore, Yokogawa, regarding location specific advantages, considered Sweden as 
the most appropriate strategic location to establish operations in due to the country’s 
central geographic position.   
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5.4.3 Proximity to international markets: Cross-case analysis  
Table 5.15: Proximity to international markets: Cross-case analysis 
Proximity to international 
markets 

Yokogawa Hutchison Whampoa RSA Security

Location specific advantages Yes No No 
Size of market No Yes No 
Need to maintain close customer 
contact Yes Yes Yes 

Increase sales and profits Yes Yes Yes 
Export base Yes Yes Yes 
Source: Constructed by the authors (2003) 
 
Regarding location specific advantages Yokogawa, as earlier stated, view Sweden as the 
most appropriate strategic location to establish operations in due to the country’s central 
geographic position. No other company see this variable as influencing. 
 
The size of market influenced Hutchison Whampoa since Sweden has on of the highest 
rates of mobile phones per capita. This high rate shows the existence of a potentially 
large market for 3G phones.  
 
The need to maintain close customer contact applies to all three companies since they all 
stress the importance to be close to key customers. Furthermore, Yokogawa and RSA 
Security see the closeness of Ericsson as especially important. All three companies 
furthermore see the variable of increased sales and profits as having influenced the 
decision. Furthermore all companies see the ability to be close to the customer as closely 
related to increased sales and profits.  
 
The three companies also states that using Sweden as an export base influenced the 
decision. RSA Security uses the Nordic headquarters as an export base for the Nordic 
region since the company, in order to cut costs, chose to use Sweden instead of the 
United States or Ireland as their Nordic home base. With Yokogawa’s establishment of a 
Nordic headquarter in Stockholm the company did not feel any need to establish any 
more offices in the Nordic region. 
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5.4.4 Skilled human resources: Cross-case analysis 
Table 5.16: Skilled human resources: Cross-case analysis 
Skilled human resources Yokogawa Hutchison Whampoa RSA Security
Availability of labor Yes Yes Yes 
Lower labor costs No Yes Yes 
Acquire technological and 
managerial know-how No Yes Yes 

Source: Constructed by the authors (2003) 
 
Regarding the availability of labour all three companies stressed the importance of 
gaining access to technical- and managerial personnel. All three companies stressed the 
fact that the current situation in Ericsson has further helped the companies. 
 
Hutchison Whampoa and RSA Security both saw lower labor costs as influencing. In 
Hutchison the company was able to employ highly skilled engineers, earlier employed at 
Ericsson, at lower wage-levels compared to the situation a couple of years earlier. 
Furthermore, RSA Security stated that the lower wages in Sweden relative to the United 
States was an influencing factor.  
 
Regarding the acquiring of technological and managerial know-how, both Hutchison 
Whampoa and RSA Security found this variable having influenced their decisions. 
Hutchison stated that the company was influenced by the availability of skilled engineers, 
and RSA Security stated that one of the major reasons for RSA Security to establish 
operations in Sweden was the availability of suitable managers and highly skilled 
technical personnel. 
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6 Conclusions 
In this chapter we will present the conclusions drawn from the comparison between the 
three case studies and the theories included in the frame of reference. Furthermore, 
conclusions regarding differences between the different cases will also be presented. The 
conclusions will be presented separately for each of the four research questions, starting 
with RQ1, then RQ2 that will be followed by RQ3 and finally RQ4.  

6.1 Research question 1: How does a country’s R&D level 
influence MNCs’ FDI decision? 
One of the major conclusions we draw from this study regarding research and 
development is the fact that Sweden, at the time, was a leading actor within research and 
development in the international information and communication technology industry, 
and therefore an attractive host for inflow of FDI. Two of the case study companies stated 
that the availability of highly skilled labor, and the existence of attractive potential 
companies to be acquired, influenced their decision to locate operations in Sweden. This 
shows that a focus on research and development can positively influence the inflow of 
FDI in a country. Furthermore did Sweden’s international reputation as an ICT hotspot 
attract foreign direct investment. This was the case in RSA Security who chose to locate 
operations in the nation that, at the time, was one of the leading countries within the 
information and communication industry.  
 
The availability of capital/technology is a factor that only influenced RSA Security’s 
decision to come to Sweden. Large investments within the Information and 
Communication technology industry created an environment were the most up-to-date 
technology and venture capital was available. This was one contributing factor for RSA 
Security’s establishment on the Swedish market. The fact that only one of the three case 
study companies’ states the availability of capital and technology as an influencing factor 
is to us a little surprising. This can however be explained by the different products or 
services the case study companies provides. Certain operations require available venture 
capital, whereas other companies use partners to access capital and technologies.  
 
Financial and other inducements is a tool that the Swedish government uses in order to 
attract foreign direct investment. However, none of the three case study companies stated 
that they in any way were influenced by these inducements. Our conclusion is therefore 
that these inducements, such as lower tax rates for international experts, are more 
efficient in order to keep skilled experts and labor in the country.  
 
The conclusions drawn from research question one are: 

• It is of great importance to a country to maintain a high level of research and 
development in order to attract FDI.  

• The availability of skilled personnel within the research and development area 
is of great importance to foreign companies entering a specific country.  

• We further conclude that financial inducements are not an influencing factor 
when foreign companies are selecting host country for FDI. 
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6.2 Research question 2: How does presence of industrial 
clusters in a country influence MNCs’ FDI decision? 
Our first conclusion regarding the presence of industrial clusters is based in the access of 
market intelligence. All three case study companies experienced that a high degree of 
market intelligence was important when establishing operations in Sweden. Two 
companies choose to emphasis on the importance of being close to the customer, and 
present in an ICT hotspot, whereas the third company stresses the importance of 
partnering with a local actor and utilizing the interaction with suppliers. The conclusion is 
therefore that a well-expanded business environment, such as the ICT industry within 
Sweden, is very important in order to attract FDI.  
 
Furthermore, market sophistication influences the decision to establish operations in a 
country. Evidence of this is the existence of Ericsson, which was the major determinant 
for Yokogawa to locate business in Sweden. They further point at the fact that their main 
competitors were present in the market at the time, and therefore their presence was a 
must. The conclusion is therefore that the existence of Ericsson in Sweden, and the 
cluster of companies surrounding this actor, was very important when deciding where to 
locate business.  
 
The access of skilled scientific, technical and managerial personnel within a cluster is 
also of importance to two of the case study companies. Hutchison Whampoa stressed the 
importance of the big supply of available former Ericsson engineers that were existed 
when the company entered the Swedish market, and RSA Security emphasized the home 
base of the regional director. The conclusion is therefore that the access of skilled 
scientific, technical and managerial personnel is of great importance when setting up 
operation, but is also depending on the international human resources management 
strategy the actual company is implementing.  
 
The conclusions drawn from research question two are: 

• Access to market intelligence, market sophistication and the access of skilled 
scientific, technical and managerial personnel are of great importance when 
choosing where to locate operations.  

• Furthermore, the existence of a strong companies such as Ericsson and Nokia 
have been crucial for attracting FDI. 
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6.3 Research question 3: How does a country’s proximity to 
international markets influence MNCs’ FDI decision? 
One of the major conclusions we draw from this study regarding proximity to 
international markets is the existence of a strong relationship between need to maintain 
close customer contact, increase sales and profits and the use of Sweden as an export 
base. All three case study companies experienced these three theories as influencing 
factors when deciding to establish operations in Sweden. Furthermore, all three 
respondents expressed the strong relationship between these three theories. Most 
corporations in today’s business world strive towards increasing their sales and profits, it 
is an always-existing overall goal. What makes these three companies interesting is that 
they all aim at reaching that goal by being closer to the customers, the companies’ goal is 
to decrease the physical distance to their customers. By doing this they believe the sales 
and profits will increase. This conclusion is further strengthened by the fact that all three 
companies use Sweden as an export base for surrounding countries, which implies the 
need to decrease the physical distance to these countries. 
 
However, even though all companies expressed the need to use Sweden as an export 
base, it was only Yokogawa who stated being influenced by location specific advantages. 
This is surprising since all three companies have stressed the importance of being close to 
the customer and the use of Sweden as an export base. The conclusion we draw from this 
is that in Yokogawa it is an officially stated goal to use Sweden as a means for reaching 
other surrounding countries, whereas Hutchison Whampoa and RSA Security view the 
location specific advantages as an extra benefit when establishing operations in Sweden. 
 
We also draw the conclusion that the reason for Hutchison Whampoa to view the size of 
the market as an influencing factor is based on the fact that Sweden has the highest rate 
of mobile users per capita in the world and the fact that 3G operations is not yet available 
in Sweden. These two facts present great opportunities for Hutchison Whampoa to access 
a large potential market. Regarding Yokogawa and RSA Security they have already been 
represented on the Swedish market with their offers before establishing operations in 
Sweden and therefore we make the conclusion that this is the reason why these two 
companies did not view the potential market size as an influencing factor when 
establishing operations in Sweden.  
 
The final conclusion that can be drawn when discussing proximity to international 
markets is that none of the companies established operations in Sweden due to the need 
to gain a foothold in economic blocs. All three companies had already established 
operations within the European Union before entering Sweden and according to the 
respondent in each separate company there are no other existing economic blocs within 
the ICT industry that would influence the companies if establishing operations in 
Sweden.  
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The conclusion drawn from research question three is: 
• There exists a strong relationship between close customer contacts, the use of 

Sweden as an export base and the strive towards increasing the sales and 
profits.   

• Companies do not established operations in a country due to the need to gain a 
foothold in economic blocs. 

6.4 Research question 4: How does level of skilled human 
resources in a country influence MNCs’ FDI decision? 
A major factor of influence for all three companies when deciding to establish operations 
in Sweden was the availability of labor. Therefore, we conclude that the access to labor is 
of vital importance for companies within the ICT industry when entering a new market or 
country. However, the labor available had to be highly skilled and all three companies 
express the importance of the situation in Ericsson, which created a surplus of skilled 
human resources on the market. With this in mind we draw the conclusion that in order 
for a country to become, and stay, attractive for inward investments within the ICT 
industry these countries have to be able to provide potential investors with highly skilled 
human resources. 
 
By observing the data collected we came to the conclusion that low wage levels also is of 
importance. Only one out of three companies stated not being influenced by the wage 
levels within Sweden. However, we also conclude that the degree of influence this factor 
has is somewhat uncertain since Hutchison Whampoa entered Sweden in a period of time 
when Ericsson had great difficulties, and RSA Security was only making a comparison 
between the wage levels in the United States and Sweden. The data would be more 
reliable if the comparison between wage levels is done on more than two countries.  
 
To continue with, we have come to the conclusion that none of the companies were 
influenced by financial labor inducements. Therefore, it is not recommendable for 
countries to use financial labor inducements when attracting FDIs to the Swedish ICT 
industry. 
 
A final conclusion that can be drawn from the area of human resources is that the ability 
to acquire technological and managerial know-how for companies within the ICT 
industry in Sweden is of importance. This factor is closely connected to the first one, 
which has been referred to as availability of labor. Yokogawa, the only company stating 
not being influenced by the factor regarding the acquiring of technological and 
managerial know-how, did not experience that the possibility to acquire technological 
know-how or managerial know-how influenced their decision of establishing operations 
in Sweden.  
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The conclusions drawn from research question four are: 
• Human resources are of vital importance for a country that is aiming at 

attracting foreign investors 
• Lower labor costs and the possibility to acquire technological and managerial 

know-how as influencing factors are important influencing factors when 
choosing host country for FDI.  

• Foreign direct investors are searching for countries that can provide them with 
cheap, and highly skilled, labor. 

6.5 Implications 

6.5.1 Implications for managers 
• When deciding on what market or country to enter companies is heavily 

influenced by the general notion and if that specific country or region is 
considered to be a “hot spot”. Decision-makers are influenced by their personal 
feelings and do not always base their decisions on factors like human resources, 
research and development, clusters, or proximity to international markets. 
Therefore, we recommend policy makers and governments in countries striving 
towards attracting foreign investors to promote the local industry internationally 
and in other ways strengthen the attractiveness of the country.  

 
• We furthermore recommend the governments seeking to attract foreign direct 

investors to emphasize on building clusters, and to further strengthen those 
already existing. We also recommend these governments to acknowledge the fact 
that for a country to be attractive to foreign direct investors it has to have 
available, highly skilled personnel. Finally, we do not recommend using any 
forms of financial incentives or inducements when attracting foreign direct 
investors to a country.  
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6.5.2 Implications for theory and future research 
 
As stated in chapter one, the purpose of this thesis was; to gain a deeper understanding of 
the factors that influence MNCs’ choice of a country as host to foreign direct investment 
(FDI). We believe that this thesis is contributing to theory by further strengthen the 
existing theories. Even though we experienced differences between theory and the 
primary data, we still believe that the existing theories are solid. Most of the differences 
can be explained by the fact that this thesis have focused on one specific industry, 
whereas the theories are more general in nature and are supposed to be applicable to all 
industries. However, because of great variances in certain areas we believe that there are 
areas where future research is recommendable.  
 
In the light of our findings, which differ from theory regarding the area of economic 
incentives, we find it necessary that future researchers investigate if this is true not only 
within the ICT industry but also in other industries. 
 
Furthermore, we recommend future researchers to conduct more extensive research on 
the importance of a location being considered as a “hot spot”. This is recommendable 
since it was such an important influencing factor in this thesis and it is therefore of great 
interest to investigate if it is true for more than these companies and if it is consistent to 
other industries. 
 
Finally, we recommend researchers to conduct research within this area based on more 
case study companies. 
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Appendix interview guide  
This interview guide is divided into nine separate areas. When answering the questions please 
make a note about what question you are answering. For example;  
1B – Niklas Berglund, CEO 
1C – 5 years 
If there are questions you do not understand or do not have an answer to, just make a note about it 
so that we can adjust the question(s) if necessary. Also feel free to contact us by mail, or phone, if 
any questions arise.  
 
1 - Company Background 
A. Company name: 
 
B. Respondents name and title: 
 
C. Number of years you have worked for the company: 
 
D. What year did your company first establish operations in Sweden? 
 
E. How many employees are currently employed at your company?  
 

In Sweden?         
 
Worldwide? 

 
F. How big is the annual turnover and what is the estimated growth? 
 
2 - How can the market conditions on the Swedish ICT (information- and 
Communication Technology) market be described? 
A. What companies are your main competitors on the Swedish market? 
 
B. Degree of local versus global actors? 
 
C. Please describe if your company is faced with specific laws and regulations? 
 
D. Who are your main suppliers and describe your relationship to them? 
 
E. Who are your customers? What segments is your company targeting? 
 
F. How big is your market share in Sweden and on the international market? 
 
3 - Describe your company’s business concept? 
4 - Please provide a short description of the company’s internationalization 
process 
A. What country was the first your company established overseas operations in? 
 
B. How many countries are your company currently running operations in? 
 
C. What market is the biggest one for your company? 
 

In sales?             
 
In number of customers? 

 

   



 

D. Your company’s main competitors on the international market? 
 
E. What markets are currently the most attractive for your company to enter and why? 
 
5 - Availability of Research and Development 
A. Please describe how the closeness of- and availability to- R&D facilities influenced the 
decision of setting up operations on the Swedish market. 
 
B. Please describe how these factors influenced the decision of setting up operations in Sweden: 
 

To acquire ownership of tangible and intangible assets such as patents, technology and 
management.  

 
To establish the company in a R&D intensive environment. 

 
To increase the availability of capital/technology. 

 
Financial and other inducements by government to enhance the local R&D environment. 

 
The availability of knowledge resources such as universities, competition and suppliers. 

 
6 – Industrial clusters 
A. Please describe how the large number of actors within the ICT industry influenced the choice to 
establish operations on the Swedish market, and in particular the Stockholm region. 
 
B. Please describe how the ICT cluster in the Stockholm area influenced your company’s decision 
to enter the Swedish market? 
 
C. Please describe how the Swedish government influenced your company’s decision to enter the 
Swedish market.  
 
D. Please describe how these factors influenced the decision of setting up operations in Sweden: 
 

Market Sophistication. Concerning how well the market is operating and functioning 
when it comes to intensity of local competition, knowledge level of customers, trend 
setting nature of the market and level of customer expectations. 
 
Access to market intelligence. Meaning the dynamic interactions between customers and 
suppliers, amongst customers and amongst suppliers. 

 
Access to skilled scientific, technical and managerial personnel and appropriate product 
and process technology 

 
Entrepreneurial environment.  

 
Social and cultural universality. 

 
Location of host country. The closeness to supplier, customers and competitors. 

 
7 – Proximity of international markets 
A. Please describe how the geographic location of the Swedish market influenced the decision to 
locate operations in Sweden. 
 
B. Please describe how these factors influenced the decision of setting up operations in Sweden: 
 

     



 

The proximity to actors outside Sweden. 
 

The potentially larger customer base that neighbor countries might provide. 
 

The ability to maintain close customer contact with customers outside Sweden. 
 

Sweden as an export base to other countries. 
 

Increase sales and profits on markets outside Sweden. 
 

Gain a foothold within the European Union. 
 
8 – Availability of Human Resources 
A. Please describe how the availability of high skilled people influenced your decision to establish 
your operations in Sweden. Please answer this question from these two different views; 
 

The degree of a skilled- and technology adopting- customer base. 
 

The degree, and availability, of  highly skilled workforce. 
 
B. Please describe how these factors influenced the decision of setting up operations in Sweden: 
 

The availability of labor and demographic trends. 
 

Lower labor costs. 
 

Financial labor inducements by government. 
 

Acquire technological- and managerial- know-how. 
 
9 - Other factors 

A. Please describe other factors influencing the decision of setting up operations in Sweden.  
 

B. Which factor can be considered the most important, and how can it be described, for your 
company when entering the Swedish market? 
 
Thank you for taking time to answer the questions in this interview guide. If we have any 
additional questions we will contact you either by mail or through telephone, please let us know 
what alternative that is most suitable for you.  
 
 

     



 

Appendix intervjuguide 
Denna intervju guide är uppdelad i nio separata delar. När Ni svarar på frågorna så var vänliga att 
alltid markera vilken fråga det är Ni svarar på. Här är ett exempel;  
1B – Niklas Berglund, VD 
1C – 5 år 
 
Om det finns frågor som Ni inte förstår eller som Ni inte kan svara på, vänligen skriv en liten 
kommentar om det så att vi kan ändra frågorna om vi finner det nödvändigt. Känn Er också 
välkomna att kontakta oss via e-mail, eller telefon om Ni har några frågor.   
 
1 – Bakgrunds fakta  
A. Företagsnamn: 
 
B. Namn och titel på respondenten: 
 
C. Antal år Ni jobbat för företaget: 
 
D. Vilket år etablerade sig Ert företag för första gången i Sverige? 
 
E. Hur många är i dagsläget anställda vid Ert företag?  
 

I Sverige?         
 

Globalt? 
 
F. Hur stor är den årliga omsättningen och den förväntade tillväxten? 
 
2 – Hur kan marknadsvillkoren på den svenska ICT (Information- and 
Communication Technology) marknaden beskrivas? 
A. Vilka företag är Era huvudkonkurrenter på den svenska marknaden? 
 
B. Andel lokala gentemot utländska aktörer? 
 
C. Är Ert företag utsatt för speciella regler, lagar, standarder eller normer? Vänligen beskriv hur? 
 
D. Vilka företag är Era huvudsakliga leverantörer och vänligen beskriv Ert förhållande till dem? 
 
E. Vilka är Era kunder? Vilka segment försöker Ert företag nå? 
 
F. Hur stor är Er marknadsandel på den svenska marknaden, respektive på den internationella 
marknaden? 
 
3 – Beskriv Ert företags affärsidé? 
4 – Vänligen beskriv Ert företags internationaliseringsprocess.  
A. Vilket land, förutom ursprungslandet, var det allra första som Ert företag etablerade sig i? 
 
B. I hur många länder är för närvarande Ert företag verksamt? 
 
C. Vilken marknad är den största för Ert företag? 
 

I försäljning?             
 

I antal kunder? 

     



 

 
D. Vilka är Ert företags huvudsakliga konkurrenter på den internationella marknaden? 
 
E. Vilka marknader anses för närvarande vara de mest attraktiva att etablera sig på för Ert företag, 
och varför? 
 
5 – Tillgänglighet till Forskning och Utveckling (FoU) 
A. Vänligen beskriv hur närheten till- och tillgängligheten av- FoU influerade Ert företags beslut 
att etablera sig på den svenska marknaden. 
 
B. Vänligen beskriv hur dessa faktorer påverkade Ert företags beslut att etablera sig på den 
svenska marknaden: 
 

Att överta ägandet av materiella och immateriella tillgångar så som patent, teknologier 
och ledarskapsförmågor.  

 
Att etablera företaget i en miljö som karakteriseras av intensiva satsningar på FoU. 

 
Att öka tillgängligheten av kapital inom FoU och nya teknologier. 

 
Finansiella, och andra, incitament från regeringen för att underlätta för den lokala 
utvecklingen av FoU. 

 
Tillgängligheten av kunskapsresurser såsom universitet, konkurrenter och leverantörer.  
 

6 – Industriella kluster
A. Vänligen beskriv hur det stora antalet aktörer inom ICT industrin i Sverige influerade Ert 
företag att etablera sig just i Sverige.  
 
B. Vänligen beskriv hur ICT klustret i Stockholmsområdet influerade Ert företags beslut att 
etablera sig på den svenska marknaden. 
 
C. Vänligen beskriv hur den svenska regeringen influerade Ert företags beslut att etablera sig på 
den svenska marknaden.  
 
D. Vänligen beskriv hur dessa faktorer påverkade Ert företags beslut att etablera sig på den 
svenska marknaden: 
 

Grad av sofistikerad marknad. Hur väl fungerar marknaden vad gäller den lokala 
konkurrens intensiteten, kunders kunskaper och informationsgrad, marknadens förmåga 
att starta nya trender samt vilka förväntningar kunderna har på företag och dess produkter 
och tjänster. 
 
Tillgången till marknads information. Med detta menas hur dynamiska förhållandena 
mellan företag och kunder är, samt mellan kunder och mellan företag. 

 
Tillgången till begåvad vetenskaplig arbetskraft, teknisk arbetskraft, och 
ledarskapskunnig arbetskraft. Inkluderar även tillgången till den mest lämpliga produkt- 
och process- teknologin. 

 
Grad av entreprenörsmässig miljö.  

 
Graden av social och kulturell överensstämmelse mellan företaget och det svenska 
samhället 

 

     



 

Sveriges geografiska position vilket innebär närhet till leverantörer, kunder och 
konkurrenter inom Sverige.  

 
7 – Närhet till internationella marknader 
A. Vänligen beskriv hur Sveriges geografiska position, med hänsyn till närheten till andra 
internationella marknader, influerade Ert företags beslut att etablera sig i Sverige. 
 
B. Vänligen beskriv hur dessa faktorer påverkade Ert företags beslut att etablera sig på den 
svenska marknaden: 
 

Närheten till aktörer utanför Sveriges gränser. 
 

Den potentiellt större marknaden som grannländerna kan bidra till. 
 

Förmågan att skapa/behålla en närhet till kunder utanför Sveriges gränser.  
 

Sverige som en export bas till närliggande länder.  
 

Öka försäljningen och intäkterna på marknader utanför Sverige. 
 

Att få fotfäste inom den Europeiska Unionen. 
 
8 – Tillgänglighet till mänskliga resurser 
A. Vänligen beskriv hur tillgängligheten till högt begåvade människor influerade Ert företags 
beslut att etablera sig i Sverige. Svara på denna frågan från dessa båda perspektiv; 
 

Andelen tekniskt begåvade människor och hur villiga de är att adoptera nya teknologier.  
 

Andelen och tillgängligheten på högutbildad arbetskraft. 
 
B. Vänligen beskriv hur dessa faktorer påverkade Ert företags beslut att etablera sig på den 
svenska marknaden: 
 

Tillgängligheten till arbetskraft, samt landets demografiska trender.  
 

Lägre kostnader för arbetskraften. 
 

Finansiella arbetsmarknadsincitament från regeringen.  
 

Få tillgång till teknisk know-how och ledarkunskaper. 
 
9 -  Andra faktorer 
A. Vänligen beskriv de andra faktorerna som influerade Ert företags beslut att etablera sig i 
Sverige.  
 
B. Vilken faktor ansågs vara den mest betydelsefulla, och hur kan den beskrivas, när Ert företag 
tog beslutet att etablera sig i Sverige? 
 
 
Tack för att Ni tagit er tid att fylla I denna intervju guide. Om vi har ytterligare frågor att ställa så 
kommer vi kontakta Er antingen genom e-mail eller via telefon. Låt oss gärna veta vilket alternativ 
som passar Er bäst.   
 

     




