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Abstract 
As competition between multinational companies becomes increasingly fierce in 
developed markets, these markets start to become overloaded and saturated. 
Consequently, multinational companies start to redirect their focus onto other markets 
experiencing extensive prosperity in search of new growth and profit opportunities. 
Seeing that emerging markets undergo immense market transformations, multinational 
companies are often eager to capitalize on the growth opportunities that these 
transformations trigger.  
 
As a result of the increasing competition on the global scene, it is essential for 
organizations to leverage and transfer knowledge beyond domestic boundaries in order 
to maintain their competitiveness. The knowledge transfer process has been described as 
a minimum requirement for organizations to penetrate foreign markets, capitalize on 
them, and hence, extend the scope of their operations. However, the nature of the 
knowledge transfer process could be described as complex since there is a multitude of 
factors that may result in a decreased success rate of transmitting information.  
 
The purpose of this study embarks on determining the influential factors that impact the 
process of transferring knowledge to a foreign subsidiary that operates in an emerging 
market. In order to do so, the study seeks to answer following research question: 
 
What factors influence the process of transferring knowledge to a foreign subsidiary in 

an emerging market? 
 
With the intention of obtaining a deeper insight into the process of transferring knowledge 
to an emerging market, the thesis will utilize a single-case study of Hennes & Mauritz’s 
subsidiary establishment in South Africa. The empirical findings were collected using a 
qualitative method with an exploratory research design. The data was collected by 
conducting semi-structed interviews and a questionnaire with key expats and local 
employees involved.  
 
The analysis of the empirical findings suggests that it is the senders’ and recipients’ 
individual ability to encode and decode the message that could be considered as the most 
influential factors in the knowledge transfer process. Additionally, external forces create 
maximum noise in the form of structural, cultural, and national disparities. Recent 
literature has gravitated to focus on the multinational companies’ engagement with 
emerging markets in Africa. This study should contribute valuable insights to this line of 
research with a comprehension of the factors that influenced the ability of a key player in 
the global retail industry to transfer knowledge. 
 
 
 
 
 
 
 
Keywords: knowledge transfer, internationalization, emerging markets, MNC, South 
Africa, organizational learning, knowledge management, subsidiary establishment, 
psychic distance, absorptive capacity.  
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1. INTRODUCTION 

 
The initial chapter presents the practical and theoretical background that defines the 

purpose of the study and its contributions to the field of research by specifying the 
research gap that exists. Furthermore, the chapter includes the research question that 

guides both the reader and the authors in what the study is trying to find out. Lastly, the 
key concepts used in the study are outlined. 

 
 
 
1.1 PROBLEM BACKGROUND AND KNOWLEDGE GAP 

The need for businesses to internationalize has for many industries almost become a 
necessity to maintain a competitive advantage and continue to find growth and profit 
opportunities (Passaris, 2006). Businesses no longer strive to stay in local markets to 
compete with domestic rivals but rather engage in an international arena in pursuit of 
competing with global players and gaining advantages to be used in fierce domestic 
markets (Vida & Fairhurst, 1998). The motive for businesses to pursue international 
expansion may be of strategic or reactive nature (Cavusgil et al., 2017, p.46), for example 
to gain access to lucrative foreign markets and bring in new competitive capabilities 
(strategic) or the need to serve a key customer that exists across national borders (reactive) 
(Cavusgil et al., 2017). Global competition is continuously increasing (Welfens et al, 
1999, Baily et al., 2005), with multinational competitors invading fruitful markets that 
were previously known to be too remote to embark on (Baily et al., 2005). By capitalizing 
on such profitable markets, businesses may enhance their competitive edge against 
competitors. (Cavusgil et al., 2017).  
 
As competition between multinational companies (from here on referred to as ‘MNCs’) 
becomes increasingly fierce in developed markets, these markets start to become 
overloaded (London & Hart, 2004). Consequently, MNCs start to redirect their focus on 
emerging markets in search of new growth and profit opportunities (London & Hart, 
2004). Emerging markets have recently experienced striking change and extensive market 
growth (Luo & Tung, 2007). As a result of these extensive market transformations, 
emerging economies have notably been under the spotlight for the academic world 
(Rottig, 2016). Particularly, the center of attention has been on the faster-growing 
countries Brazil, Russia, India, and China (Rottig, 2016), often referred to as BRIC 
(O’Neill, 2001). As of recent, other emerging markets have received evident notice, 
especially in the continent of Africa (Rottig, 2016). Considering the attention emerging 
markets have lately received by MNCs (London & Hart, 2004), it is of interest to analyze 
how MNCs successfully manage to establish business operations in these markets. This 
interest has been a common theme for an ample amount of academic research that focuses 
on the engagement of the emerging markets and the global business environment (London 
& Hart, 2004; Luo & Tung, 2007; Peng et al., 2008; Rottig, 2016; Williams & Lee, 2016). 
  
However, when expanding internationally, there are several obstacles that need to be 
overcome and demands that a business needs to fulfill in order for the expansion to end 
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up being a successful investment (Buckley & Casson, 1998). Decisions such as mode of 
entry, international market selection, and degree of engagement with the foreign market 
are some of the factors that can ultimately decide how successful a foreign market 
commitment is (Cavusgil et al, 2017). What most certainly impacts such decisions is the 
knowledge that a firm possesses about the international expansion process along with 
information about best practices in a foreign market (Johanson & Vahlne, 1990; Yew 
Wong, 2005). Knowledge has been referred to as a strategic resource (Grant, 1996; Kogut 
& Zander, 1992), and it is the competence of the firm to “acquire, integrate, store, share 
and apply” that knowledge (Zack, 1999b, p.128), which ultimately determines whether 
the firm is able to establish and preserve a competitive advantage in an international 
setting. Johanson and Wiedersheim-Paul (1975) add to the importance of knowledge for 
international businesses by referring to insufficient knowledge as one of the most critical 
obstacles that businesses must overcome. 
   
Research in the field of the knowledge’s role in internationalization has acknowledged 
that the more knowledge and expertise a firm holds about foreign markets and the 
expansion process, the more thought-out and calculated judgements the firm can make 
(Gulanowski et al., 2018). As a result of this, research relating to the impact that 
knowledge has on international expansion success has received increasing attention 
within internationalization research (Gulanowski et al., 2018). Respectively, knowledge 
transfer could be described as an emerging discussion where the emphasis has been put 
on the organizational and structural components of the stated phenomenon within the 
international arena (Björkman et al., 2004; Dawes et al., 2012; Gupta & Govindarajan, 
2000; Jensen & Szulanski, 2004).  
  
Due to the increasing competition on the global scene, it is essential for organizations to 
leverage and transfer knowledge beyond domestic boundaries in order to maintain their 
competitiveness (Chesbrough, 2006; Eppinger & Chitkara, 2007). The knowledge 
transfer process has been described as a minimum requirement for organizations to 
penetrate foreign markets, capitalize on them, and hence, extend the scope of the 
operations (Dawes et al., 2012; Duan et al., 2006). However, the nature of the knowledge 
transfer process could be described as complex since there is a multitude of factors that 
influence the procedure and hence, decreases the success rate of the transmission of 
information (Duan et al., 2006; Duan et al., 2012). In order to overcome the cultural, 
institutional, and geographical obstacles and fulfill the organization’s objectives, a 
collaboration between individuals on a supranational level must occur (Adenfelt, 2010; 
Adenfelt & Lagerström, 2006; Duan et al., 2006; Duan et al., 2010; Duan et al 2012). The 
transferring of knowledge transpires in a relational context between the parent company 
and a recipient, often referred to as a key player (Kostova, 1999). However, a crucial 
requirement is that the received knowledge is considered a significant asset in order for 
the employee to be labeled as an influential stakeholder (Kochan & Rubenstein, 2000). 
Hence, it is pivotal for an organization to provide the individuals with suitable support in 
order for them to be able to transfer the desired message (Matusik & Heely, 2005).  
  
Previous research within the area of knowledge management has aimed attention at a 
specific factor related to the knowledge transfer process called absorptive capacity – i.e. 
the recipient’s ability to acquire and assimilate the knowledge to an appropriate setting 
(Cohen & Levinthal, 1990; Lane et al., 2006; Zahra & George, 2002). Additionally, the 
concept of absorptive capacity has been ubiquitously characterized and examined in 
collective settings such as industrial districts (Giuliani, 2005), alliances (Enkel & Heil, 
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2014), and teams (Nemanich et al., 2010).  The utilization of the concept is particularly 
imperative in the analysis of multinational corporations since their ability to assimilate 
and learn from various settings is directly correlated with their performance (Almeida et 
al., 2002; Minbaeva et al., 2003; Regnér & Zander, 2011, 2014; Song et al., 2011).  
 
Additionally, the researchers that have contributed to the plethora of literature concerning 
knowledge transfer have embraced the quantitative approach with the intention to 
conceptualize models (Gilbert & Cordey-Hayes, 1996), explain the reverse knowledge 
transfer process (Håkansson & Nobel, 2001), or generate new strategies (Sveiby, 2001).  
 
Upon examining the previous literature about MNCs in emerging markets, the 
transferring of knowledge has constituted some of this research (Filatotchev et al., 2009; 
Kogut & de Mello, 2018; Williams & Lee, 2016) which mainly cluster around the reverse 
knowledge transfer from returning expats (Filatotchev et al., 2009; Kogut & de Mello, 
2018; Nair et al., 2015) and the nature of MNCs originating from emerging markets 
(Kogut & de Mello, 2018; Kotabe & Kothari, 2016; Williams & Lee, 2016). Furthermore, 
some research has examined the overall knowledge transfer that MNCs embark on when 
operating transnationally (Minbaeva, 2007). However, what seems to be lacking is the 
exploration of the knowledge transfer process for MNCs that enter into an emerging 
market. On that account, there appears to be unsatisfactory research on the influential 
factors that affect an MNCs ability to transfer knowledge into an emerging market. 
Moreover, a study on how an MNC overcomes the existing difference between the local 
knowledge in an emerging market and the transferred corporate knowledge of the MNC 
(Li & Scullion, 2010) would add valuable contributions to the existing research field. 
 
Further arguments concerning the study of knowledge transfer state that researchers 
should emphasize the intraorganizational knowledge since it is crucial for MNCs to 
leverage the already absorbed capacity rather than focus on new knowledge consumption 
(Zahra & George, 2002). This argument functions as a rationale for the alleged knowledge 
gap since this thesis aims to focus on the transfer of already acquired knowledge within 
an MNC. Since previous academic literature neither includes the individual stakeholders’ 
significance (Giuliani, 2005), nor the components that influence the knowledge transfer 
to an emerging market, the authors argue that a knowledge gap has been identified. Due 
to the authors’ identification of a ‘white spot’ in the current literature about knowledge 
transfer, the following research question has been created. 
 
 
1.2 RESEARCH QUESTION 

What factors influence the process of transferring knowledge to a foreign subsidiary in 
an emerging market? 
 
 
1.3 PURPOSE 

The thesis seeks to get a better understanding of individual stakeholders’ role in 
subsidiaries of MNCs in order to offer potential insights into the transnational knowledge 
transfer process from a headquarters to a foreign subsidiary. In order to offer potential 
insights into the knowledge transfer process, the influential factors that are central when 
transferring knowledge from an MNC to a foreign subsidiary in an emerging market will 
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be determined. More specifically, the thesis is concerned with identifying factors that 
influence the learning process of individual stakeholders and noting practices that seem 
associated with a successful transfer of knowledge. The study should support MNCs in 
understanding the most critical factors that need to be contemplated when attempting to 
transfer knowledge to a subsidiary in an emerging market, but also to get a more 
comprehensive insight into how influential factors impact the knowledge that is pursued 
to be transferred.  
 
In other words, this paper aims to provide a theoretical framework that allows the 
managers in emerging markets to leverage transnational non-tangible assets through the 
enhancement of the absorptive capacity in foreign subsidiaries. The framework is based 
on individual recipients’ perceptions of the noise in the knowledge transfer process as 
well as the demanded knowledge in an emerging market. By shedding light upon 
individual experiences rather than collective perceptions, this thesis could bridge a gap 
that previous research left unfilled generate adequate information that can be used as a 
basis in future research. The emphasis of this individual aspect will function as a method 
for gathering information about the possible influencers that affect the process of 
knowledge transfer rather than the primary purpose of this paper. 
 
 
 
1.4 PRECONCEPTIONS AND CHOICE OF SUBJECT 

Johansson Lindfors (1993, s. 76) defines preconceptions as the previous knowledge that 
the researcher has obtained about the chosen subject. Furthermore, the author argues that 
preconceptions could be described in two ways; either is the obtained knowledge based 
on your own experiences or acquired from someone else’s experience. Since the 
individual perceptions could affect the risk of bias in every stage of the research process, 
it is essential that the authors objectively reflect upon their individual values and 
competencies (Saunders et al., 2012, p. 137-138). Bryman and Bell (2015, s. 60-61) 
further state that a thesis could not be characterized as ‘scientific’ if the authors choose 
to include subjective perceptions about the observed phenomenon since it jeopardizes the 
objectivity of the study.  
 
Hence, the authors have been extremely self-reflective throughout this study in order to 
avoid the incorporating of individual perceptions and values. This study is officially 
described as a degree project and is written during the last semester of a four-year 
programme at Umeå School of Business, Economics, and Statistics. At present, both 
authors are enrolled in the International Business Programme, with finance respectively 
business development and internationalization as majors. Throughout the authors’ study 
period at Umeå University, they have encountered a multitude of theories connected to 
internationalization and its challenges. Additionally, during the authors’ exchange studies 
in China respective Taiwan, both acquired necessary information about the subject in 
question due to their active participation in courses such as Cross-Cultural Management, 
Managing Global Acquisitions and Restructuring, and International Business Strategy. 
Hence, the international stamp on the authors’ education has provided them with the 
necessary insights about the internationalization of companies, as well as the challenges 
that come with it. Since both authors strive to have careers in multinational companies, 
the discussion about the internationalization process and its implications has been a 
recurring topic throughout the university time. Hence, the choice of subject is the result 
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of almost four years of frequent discussions about the various problems that are connected 
to MNCs and the international arena. 
 
 
1.5 KEY CONCEPTS 

Multinational Company (MNC) 
An MNC or a multinational company is defined as an “enterprise that engages in foreign 
direct investment (FDI) and owns or, in some way, controls value-added activities in more 
than one country” (Dunning & Lundan, 2008, p.3). 
 
Knowledge Transfer 
“Knowledge transfer involves both the sharing of knowledge by the knowledge source 
and acquisition and application of knowledge by the recipient” (Wang & Noe, 2010, cited 
in Duarte Moleiro Martins, 2016, p.226) 
 
Individual Stakeholders 
The interpretation of an individual stakeholder that is utilized is Duarte Moleiro Martins’ 
(2016, p.225) interpretation of someone “who can affect or is affected by the achievement 
of the organization’s objectives”. 
 
Emerging Market 
Throughout this study, Luo and Tung’s (2007) definition of an emerging market is be 
used. They define it as a market that has “undergone significant structural transformation 
in the recent past” (Luo & Tung, 2007, p.483) as well as a market “whose national 
economies have grown rapidly, where industries have undergone and are continuing to 
undergo dramatic structural changes, and whose markets hold promise despite volatile 
and weak legal systems” (Luo & Tung, 2007, p.483). 
 
Absorptive Capacity 
A recipient’s ability to acquire and assimilate knowledge to an appropriate setting (Cohen 
& Levinthal, 1990; Zahra & George, 2002; Lane et al., 2006).  
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2. THEORETICAL FRAMEWORK 

 
The upcoming chapter follows a review of the relevant literature that already exists in 

the field of knowledge transfer and its connection to internationalization. This 
contributes to the construction of the theoretical framework that is used as a premise 

for the later parts of the study.  
 

 
2.1 THE CONCEPTUALIZATION OF A MULTINATIONAL COMPANY  

Previous literature within the international business field has contributed with an ample 
amount of theories about which firms should be classified as MNCs. For example, 
Dunning (1993) claims that the general focus of those theories regarding MNCs is to seek 
understanding of the various patterns and positions of foreign value-added activities. The 
common denominator among the majority of the theories is that previous research agrees 
that the MNC is an extremely complex organization with an intricated structure that 
requires meticulous management due to its diversity in macroeconomic forces (Bartlett 
& Ghosal, 1989). Furthermore, Bartlett and Ghosal’s (1989) argue that MNCs are 
classified according to two requirements:  
 

1. The company should have substantial direct investment overseas. Thus, an export 
business does not fulfill this requirement.  

2. The company should manage the offshore assets actively rather than function as 
a passive holding company.  

The abovementioned authors claim that the second requirement could function as a 
pivotal factor when describing the characteristics of an MNC. In a later academic article, 
the authors argue that “What really differentiates the MNC is that it creates an internal 
organization to carry out key cross-border tasks and transactions internally rather than 
depending on trade through the open markets” (Bartlett & Ghoshal 2000, p. 3). 
 
The statement sympathizes with Kogut & Zander’s (1992) proposition that effective 
knowledge transfer occurs more frequently in internal market mechanisms rather in its 
external nemesis. Hence, the internalization of knowledge transfer could be considered 
as a key motivational factor in the discussion about foreign direct investment (Barlett & 
Ghoshal, 2000). Here, the organization itself functions as a repository of useful expertise 
that could be exploited through the dissemination of internal, competitive advantages to 
the organization’s foreign operations. (Kogut & Zander, 1992). 
 
 
2.2 INTRODUCTION TO KNOWLEDGE MANAGEMENT  

A recurring question that has been discussed within the managerial field is how to define 
the concept of knowledge (Shin et al., 2001). Hence, it is necessary to include a brief 
characterization of the various viewpoints that exist along with their ramifications. 
Notwithstanding the fact that it exists an abundant amount of interpretations in previous 
academic articles, Davenport and Prusak (1998, p. 1) state that analysts agree that “data, 
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information and knowledge are not interchangeable concepts”. In this study, the authors 
have chosen to embrace Davenport and Prusak’s (1998, p. 1) interpretation of the term. 
In order to facilitate the general understanding of the central concepts, a brief introduction 
to each term follows below: 
 
 
2.2.1 DATA 

A simple definition of the term ‘data’ is an assemblage of objective facts. They are 
structured evidence that lacks the instruction on how to use them in various contexts. Data 
could be defined as the raw materials which ought to be processed in order to generate 
value for the creation of information. However, it is appropriate to label data as of limited 
use due to the non-existent instructions on how the procession should be constructed 
(Willke, 1998). From the viewpoint of cybernetics – i.e. systems theory -, there exist no 
data per se aside from the visible information that has been formulated by perception. 
Additionally, to be characterized as existent data, a process of codification – e.g. in 
illustrations, language, or numbers - must be included (Willke, 1998). 
 
 
2.2.2 INFORMATION 

Kriwet (1997, p. 81) together with Davenport and Prusak (1998, p. 4) defines information 
as data with significance which means that data deliberated as significant by one user in 
Context A could function as relevant knowledge in context B (Kriwet, 1997). Hence, the 
provided data must fulfill a specific purpose for each setting in order to be categorized as 
information (Willke, 1998). 
 
 
2.2.3 KNOWLEDGE 

Knowledge could be defined as an extension of information where one adds the factors 
meaning and interpretation (Kriwet, 1997; Nevis, et al., 1995). Wagner (2000, p. 37) 
further argues that knowledge is constructed by the target-oriented mixture of 
information, an element of subjectivity, paradoxes, and uncertainties. In contrast to the 
dynamic characteristics of knowledge, information is considered to be definitive and 
explicit (Davenport & Prusak, 1998) 
 
Although all these approaches have their dissimilarities, they share the understanding that 
knowledge is positioned at the apex of the hierarchical pyramid (Shin et al., 2001). In a 
study made by Probst et al., (1999), the evolution from data to knowledge was described 
as a continuum and, hence, applicable to studies involving MNCs. The relationship 
between data, information, and knowledge is illustrated in the figure 1.  
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Figure 1: Data, Information, and Knowledge 

Data Information Knowledge 
 

 
Unstructured                                                                                                   Structured 
Isolated                                                                                                                        Embedded 
Context-independent                                                                       Context-dependent 
Low behavioral control                                                             High behavioral control  
Signs                                                                       Cognitive behavioral patterns 
Distinction                                                                                                           Mastery/Capability 

 
Based on Probst et al. (1999, p. 38) 
 
In order to transform the data into knowledge, the people within the company need to 
examine the information in various settings, exchange expertise with their peers, and 
assess the repercussions when including the information in decision-making processes 
(Davenport, 1998). As mentioned in the section above, the characteristics of data, 
information, and knowledge differs in a number of respects (Davenport & Prusak, 1998). 
Data exist in transcripts, whereas information can be found in memorandums, and 
knowledge could be identified in databases, organizational mechanisms, values, and 
norms. Moreover, knowledge is considered to be realized from employees, either on an 
individual or group level, or organizational procedures in the form of person-to-person 
communication or structured media. (Davenport, 1998) 
 
 
2.2.4 EXPLICIT AND TACIT KNOWLEDGE 

As a criticism of the positivist science, the British-Hungarian philosopher Michael 
Polanyi (1966) argued that knowledge could be separated into two dimensions – codified 
knowledge i.e. explicit knowledge and implicit i.e. tacit knowledge. Numerous academic 
articles use the distinction in table 1 as a fundament for their theories (Bennet & Gabriel, 
1999; Nonaka & Takeuchi, 1995; Riesenberger, 1998) 
 
Table 1: Tacit and Explicit Knowledge 

Tacit Knowledge (Subjective) Explicit Knowledge (Objective) 
Knowledge of Experience (Body) Knowledge of Rationality (Mind) 

Simultaneous Knowledge (Here and 
Now) 

Sequential Knowledge (There and Then) 

Analogue Knowledge (Practice) Digital Knowledge (Theory) 

Based on Nonaka & Takeuchi (1995, p. 36) 

 
According to Hedlund (1994), explicit knowledge is defined as the sum of systemic 
language which is codified through numbers, ciphers and words. By possessing these 
characteristics, explicit knowledge could be described as transferable knowledge 
(Riesenberger, 1998)T acit knowledge, au contraire, has an aphonic characteristic and is 
affected by the individual beliefs, experience, emotions, and intuition (Hedlund, 1994; 
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Nonaka & Takeuchi, 1995; Riesenberger, 1998), as well as individual knowledge and 
competencies (Bennet & Gabriel, 1999). Putting the abovementioned concepts in context, 
it is visible that tacit knowledge is ingrained in organizational routines due to its unspoken 
nature (Nonaka & Takeuchi). Zack (1999a) argues that the lack of its transferability and 
formalization could function as a competitive advantage since it is complicated for 
competing organizations to mimic it.  
 
 
2.2.5 ORGANIZATIONAL KNOWLEDGE 

Hedlund (1994) claims that there exists a clear relationship between the individual and 
group level of knowledge. As stated in the previous section, individual knowledge is 
constituted by individual experience and, thus, functions as a basis in the process of 
developing organizational knowledge (Bennet & Gabriel, 1999)  Hence, the creation of 
organizational knowledge should be described as “a process that ‘organizationally’ 
amplifies the knowledge created by individuals and crystallizes it as a part of the 
knowledge system of the organization. This process takes place within an expanding 
‘community of interaction’, which crosses intra- and intraorganizational levels and 
boundaries” (Nonaka & Takeuchi, 1996, p. 834). As there exist numerous of definitions 
about organizational knowledge and how to manage it, this paper is following 
Birkinshaw’s (2001, p. 12) interpretation of the concepts since it integrates the flow of 
knowledge as a crucial factor: 
 
“Knowledge management can be seen as a set of techniques and practices that facilitates 
the flow of knowledge into and within the firm” 
 
 
2.2.6 KNOWLEDGE TRANSFER 

‘The classical communication model’ can be traced back to Shannon and Weaver (1957) 
where the authors illustrated the flow of a message from a sender to a recipient. Although 
the message will suffer a loss of value due to the ‘noise’ that exists in the transferring 
phase, it is essential that core information will move from sender to recipient. The process 
is divided into two vital phases; encoding, where the creator of the message package it in 
a suitable media; and decoding, where the recipient must decipher the message (Shannon 
& Weaver, 1957). 
 
Shannon and Weaver’s (1957) communication model has been interpreted into a visual 
representation in figure 2. The process first starts off with someone that is communicating 
the message; the sender, who then needs to encode the message in some shape or form, 
preferably one that suits the receiver. The message then encounters noise; a disturbance 
that causes the message that the sender originally wanted to send to not be received by 
the receiver as planned by the sender. As noise is explained to create a loss of the value 
of the message that is being communicated, it cannot positively increase the value of the 
message but only suffer it (Shannon & Weaver, 1957). This component of the 
communication process is, therefore, a factor that negatively affects the message that is 
being communicated. Noise is hence noted with a subtraction sign (-). The message is 
then decoded through the receiver breaking the message down and interpreting it, before 
the message finally arrives to the receiver.  
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Figure 2: Simplified Model for Communicating a Message 

 

 
 
Based on Shannon and Weaver (1957) 
 
Approximately four decades later, the classical communication model was incorporated 
in the knowledge management literature where Szulanski (1996) conceptualized the 
transfer of knowledge as a transmission of a message from an information source to a 
receiver. Szulanski’s (1996) extension of Shannon and Weaver’s (1957) original theory 
identifies four essential stages for the transmission process: 
 

• Initiation: Recognition of transferred knowledge 
• Adaptation: The information is customized at the source in order to fit the 

recipient’s perceived needs.  
• Translation: the recipient develops modifications by translating the original 

knowledge to the existing context 
• Implementation: The recipient institutionalizes the knowledge into an elemental 

part. 

 
At first glance, the four stages seem quite comprehensible. However, the knowledge 
transfer process at an organizational level could be described as complex since the both 
alleged receivers and senders have to be identified (Szulanski, 1996). In order to get a 
more extensive understanding of the various transferring processes, Sveiby (2001, p. 349) 
recognized nine different types of knowledge transfers. It is appropriate to claim that only 
three of these knowledge transfer processes could be described as relevant. The remaining 
six process include external knowledge absorption as crucial factors (Sveiby, 2001), 
which is excluded in this study due to limited resources in the form of time and money. 
In order to gain a general comprehension of the various processes, a brief description of 
the three processes are found below: 
 
Transfers from individual competence to internal structure: 
Which actions must an organization take in order to enhance the conversion of the 
employees’ individual knowledge to an organization? When the various competencies are 
stored ‘in-house’, they have greater accessibility and could, hence, function as a 
fundament for the entire organization (Sveiby, 2001). This method correlates to the first 
part of Shannon and Weaver’s (1957) classical communication model where the sender 
adapts the message to the right media.  
 
Transfers from internal structure to individual competence: 
How can an organization enhance the employees’ individual expertise by utilizing the 
internal templates and structures? In contrast to the previous transfer of knowledge, the 
organization’s internal mechanisms and tools should improve the individual 
competencies of the employees. An essential part of this process is the connection 
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between the knowledge repositories and employees (Sveiby, 2001). Hence, this transfer 
correlates to the communication model’s latter stage – i.e. media to recipient.  
 
Transfers within the internal structure:  
How should an organization integrate its internal processes, tools, and systems in an 
effective manner? This process discusses an organization’s ability to enhance its 
knowledge transfer process by creating a culture that facilitates the flow of information 
within the company (Sveiby, 2001). 
 
As an extension of Polanyi’s (1966) proposition, Nonaka and Takeuchi (1995) attempted 
to explain how successful Japanese companies’ structure generated knowledge. The two 
authors designed a framework with the intention to explain how knowledge exchange 
varies when the concept is disintegrated into tacit and explicit knowledge as well as a 
numerical factor that represents the number of people included. The main purpose of the 
model is to illustrate that the conversion from one form of knowledge into another is 
crucial for the comprehension of the information (Nonaka & Takeuchi, 1995). Four types 
of definite conversion processes can be identified (Nonaka & Takeuchi, 1995): 
 
Socialization. Tacit à Tacit 
The exchange of tacit knowledge among individuals without classifying or codifying the 
information. E.g. observation and imitation of technical skills. 
 
Externalization. Tacit à Explicit  
The knowledge is codified through analogies, metaphors or hypotheses in order to be 
shared on an organization-wide basis. This could be considered as the most pivotal 
process for generating knowledge. 
 
Combination. Explicit à Explicit  
Through combination, the organization combines current components of knowledge in 
order to generate new, unequivocal knowledge. This is done by unifying various 
knowledge sources e.g. phone calls, documents. 
 
Internationalization. Explicit à Tacit.  
Through internationalization, the recipient of knowledge integrates the information to 
his/her current base of knowledge.  
 
By combining the Shannon and Weaver’s (1957) classical communication model with 
Nonaka and Takeuchi’s (1995) SECI-model (Socialization, Externalization, 
Combination, Internationalization), the abovementioned knowledge transfer processes 
could be observed as separate transmissions between the creator of knowledge and the 
receiver. Thus, it is appropriate to state that each binary exchange of information engages 
in one of the abovementioned processes when converting the outflow and inflow of 
information into knowledge. The previously simplified communication model has been 
combined with Nonaka and Takeuchi’s (1995) disintegration of knowledge into explicit 
and tacit knowledge in figure 3. What is essential to consider is that the characterization 
of the various types of conversion processes solely functions as a tool to facilitate the 
comprehension of the knowledge transfer and will not be further analyzed due to its 
irrelevance for the purpose of this paper.  
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Figure 3: Simplified Communication and SECI-Model 

 

 
 
Based on Shannon and Weaver, 1957; Nonaka and Takeuchi, 1995. 
 
 
2.3 KNOWLEDGE TRANSFER IN AN INTERNATIONAL CONTEXT 

2.3.1 UPPSALA INTERNATIONALIZATION PROCESS MODEL (JOHANSON AND VAHLNE, 
1977) 

The Uppsala Model focuses on knowledge acquisition across national borders along with 
the effects that knowledge acquisition and in turn learning has on investment decisions 
(Forsgren, 2002). Johanson and Vahlne (1977, p.23) argue that knowledge about foreign 
markets is a particular obstacle for firms that want to internationalize. The Uppsala Model 
builds upon the idea that international involvement occurs in a gradual process as 
knowledge about foreign markets is further acquired (Johanson & Vahlne, 1977, 1990) 
rather than being a process that is rapid and concurrent, similar to that of the born-global 
internationalization model (Oviatt & McDougall, 1999). The incremental and gradual 
process allows firms to progressively gain knowledge about conducting business in 
foreign markets and make sure that control is kept of the foreign venture (Forsgren, 2002, 
p.258). Additionally, the model goes on to explain that the internationalization process 
follows a gradual process due to the market uncertainty that exists when establishing 
operations abroad. The uncertainty about the foreign market is gradually decreased as a 
firm increases its knowledge about a market and will defer foreign market investments 
until the perceived risk is lower than the highest tolerable risk (Johanson & Vahlne, 1977, 
p.34) 
 
The model further assumes that foreign market knowledge “is highly dependent on 
individuals” (Forsgren, 2002, p. 259) which can encumber the process of transferring the 
knowledge gained about foreign market operations. Johanson and Vahlne (1977) mention 
how such knowledge may partially only be available in terms of experience, which “itself 
can never be transmitted” (Penrose, 1966, cited in Johanson and Vahlne, 1977, p. 29). 
However, experience can act as a motive in a firm’s internationalization process and 
create new business opportunities across national markets (Johanson & Vahlne, 1990, p. 
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11). While studying the internationalization process of Swedish firms, Johanson and 
Vahlne (1977) at the time refer to the psychic distance between the home and host country 
being of “particular interest” (Johanson & Vahne, 1977, p. 24) when analyzing the pattern 
of establishments in new countries that a firm commits to.  
 
 
2.3.2 PSYCHIC DISTANCE 

The term psychic distance has been a commonly cited construct in the field of 
international business research (Sivakumar & Nakata, 2001) and can be described as a 
body of elements that as a whole hinder the flow of information, or knowledge, between 
two countries (Johanson & Wiedersheim-Paul, 1975). For example, such elements could 
for be differences in language, political systems, level of education, industrial 
development, culture, and geographical distance (Johanson & Vahlne, 1977). This 
highlights how psychic distance is not merely a measure of the cultural distances that 
exist between countries, but that cultural differences are only one of the components that 
affect the flow of information, something that a plurality of researchers have failed to 
grasp when researching the phenomena (Dow & Karunaratna, 2006, p.580). Child et al. 
(2009, p. 204-205) delve into psychic distance where the authors describe the various 
sub-factors as follows:  
 
“Cultural distance includes differences in language and social norms, administrative 
distance includes differences in political system, government policies and institutions, 
and economic distance include differences in income levels, infrastructure, human and 
other resources.” 
 
Due to the relative importance that knowledge holds in the internationalization process 
of a firm (Liesch & Knight, 1999), considering and analyzing the factors that interfere 
with one’s ability to transfer information to another market is of definite interest in the 
context of international business research. What is worth mentioning when discussing the 
effect psychic distance has on international business operations is whether the distance is 
perceived or objective (Dow & Karunaratna, 2006, p.579). The discussion opposes 
whether psychic distance is something that is perceived by the key decision-makers who 
evaluate international market entries or if it is an objective reflection of the macro-
environmental variables that exist (Dow & Karunaratna, 2006, p.579). Dow & 
Karunaratna (2006) refer to Evans et al. (2000) as one of the studies that utilize the 
concept of cognitive mapping to assess the perceived psychic distance by key decision-
makers. Evans et al. (2000) argue for using the perceived psychic distance of key 
decision-makers to measure the phenomena by stating that international business 
decisions are made based on the key decision-makers’ perception of the psychic distance 
at the time when the decision is made. 
 
Continuing on the idea that psychic distance is merely a perception, Shenkar (2001) 
emphasizes that the perceived distance may change over time, on an individual, 
organizational, and national level. Hence, it is critical to consider whom the perceived 
psychic distance is coming from, but also at what point in time the perception is 
examined.  
 
However, using the perception of key decision-makers to measure psychic distance has 
restraints that are correlated with this method of measurement. It is unfortunately 
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extremely difficult to observe the psychic distance that the decision-maker perceives 
before he/she makes every significant decision (Dow & Kaurnaratna, 2006, p.580). A 
more reasonable approach to measure the phenomenon would be to measure the perceived 
psychic distance of key-decision makers at the same point in time (Dow & Kaurnaratna, 
2006). This will at least allow decision-makers to have the same circumstances to base 
their perception on. This enables for comparisons between the perceptions to be made 
and form an idea of which components of psychic distance have been most prominent in 
affecting the knowledge transfer process. 
 
The issue with observing the perceived psychic distance after that a critical decision is 
made is that the decision-maker’s perception may very likely be affected by occurrences 
that transpired after that particular decision. This then leads to a ‘post-decision 
experience’ influencing the perceived psychic distance that the decision-maker feels 
(Dow & Kaurnaratna, 2006, p.580).  
 
Furthermore, it is uncommon for one country to have one fixed language, ethnic group, 
religion and educational level (Shenkar, 2001). This means that the measure of psychic 
distance when it comes to these particular factors may differ across a country as 
individuals may perceive the national factors differently. However, Dow & Kaurnaratna 
argue that when objectively measuring psychic distance, it is “a matter of appropriately 
matching the unit of analysis with the measurement instrument” (2006, p.580). What they 
mean with this assertion is that if the decisions of a firm are being analyzed, then it is the 
key decision-makers within that specific firm that needs to be inspected.  
 
By the interpretation of Johansson and Vahlne’s (1977) 
description of psychic distance as a collection of factors that 
hinder the flow of information from one country to another, 
one can see a resemblance between psychic distance and 
what Shannon and Weaver (1957) define as noise. If 
psychic distance, in fact, hinders the flow of information, it 
means that the message that a sender is trying to deliver to 
a receiver is being disturbed. As a result of this, the authors 
understand psychic distance as a factor that influences the 
noise that exists when transferring knowledge to another 
country. Since psychic distance cannot improve the flow of 
information but instead only hinder it, the factor’s negative 
relationship with the amount of knowledge transferred is 
equivalent to that of noise.  
 
 
2.4 ABSORPTIVE CAPACITY 

Upon analyzing the continuous development of knowledge transfer within multinational 
corporations, it is essential to include the concept of absorptive capacity (Kedia & Bhagat, 
1988; Zahra & George, 2002). Although the conceptualization of absorptive capacity 
varies in previous research, this paper characterizes it as the capability to encourage 
perpetual innovativeness and facilitate organizational learning (van Wijk et al., 2008; 
Zahra & George, 2002). Since Cohen & Levinthal (1990, p. 128) originally defined 
absorptive capacity as “the ability to recognize the value of new information. Assimilate 
it, and apply it to commercial ends”, the concept has been frequently used in academic 
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papers concerning organizational learning and strategy (Lewin et al., 2011; Sun & 
Anderson, 2010; Volberda et al., 2010).  
 
As a reconceptualization of the concept, Lane et al. (2001, p.1156) suggested that “the 
first two components, the ability to understand external knowledge and the ability to 
assimilate it, are interdependent yet distinct from the third component, the ability to apply 
the knowledge”. Building on the conceptualization of absorptive capacity, Zahra & 
George (2002) distinguished four dimensions of absorptive capacity - acquisition, 
assimilation, transformation, and exploitation - where the first two assemble potential 
absorptive capacity (PAC), and the last two realized absorptive capacity (RAC).  
 
Although absorptive capacity generally is associated with macro-level factors (Cohen & 
Levinthal, 1990; Lane et al., 2006), this paper also embraces micro-level components in 
order to epitomize Rothaermel & Hess’ (2007) proposition that there exists a 
heterogeneous distribution of intellectual capital within and across organizations. The 
rationale behind the dual-approach could be explained by Foss (2007, p. 43) who argues 
that a meticulous comprehension of phenomena related to knowledge “cannot be reached 
in lieu of a starting point in individuals”. The abovementioned statement is in unison with 
Kim (2001, p. 271) who claims that “Prior knowledge base refers to existing individual 
units of knowledge available within the organization”. Additionally, another influential 
factor could be characterized as the intensity of effort and concerns how much energy an 
organization’s members actively distribute to solve various problems (Cohen & 
Levinthal, 1990; Kim, 2001). The organizational members’ capabilities also have a direct 
influence on whether the knowledge transfer within an MNC is successful or not (Downes 
& Thomas, 2000). For example, an inadequate compensation or a recipient’s 
unwillingness to dedicate resources (e.g. technical or financial) or time to decode a 
message are components that disturb a receiver’s motivational level which, in turn, 
inhibits the knowledge transfer process (Menon & Pfeffer, 2003; Szulanski, 2000). Thus, 
the top management can ameliorate the organizational climate and, hence, the knowledge 
transfer process by implementing actions and exercises that enhance the individual’s 
attitude of acquiring and exploiting knowledge (Gapp, 2002; Liebowitz, 2004; Motwani 
et al., 1993).  
 
Although there exist a myriad of topics that debouche into various sub-streams related to 
absorptive capacity – e.g. organizational learning (Lane et al., 2001), innovation 
management (Vinding, 2004), knowledge transfer (Gupta & Govindarajan, 2000; Tsai, 
2001), and business performance (Volberda et al., 2010) –, they are in congruence about 
the idea that phenomenon is essential when examining knowledge transfer. In alignment 
with Schleimer & Pedersen (2013), this paper embraces the multidimensional 
characterization of absorptive capacity, and hence focus on the individual level rather 
than the collective antecedents that previously dominated the research area.  
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As a result of the absorptive capacity of the recipient 
having a positive effect on the “chance to successfully 
apply new knowledge towards commercial ends” (Tsai, 
2001, p.1003), the concept is considered to be a factor 
that influences the knowledge transfer process. 
Accordingly, absorptive capacity is noted as a factor that 
has a positive effect on the knowledge that is being 
transferred. Furthermore, the study inspects the 
phenomena in accordance with Zahra & George’s (2002) 
division into the four dimensions that constitute potential 
absorptive capacity (PAC) and realized absorptive 
capacity (RAC).  
 
 
2.5 HQ-SUBSIDIARY RELATIONSHIPS 

As the purpose of this thesis is to examine which factors influence the knowledge transfer 
process to a subsidiary in an emerging market, the authors argue that is appropriate to 
elucidate the origins of the intra-structural connections of an MNC: Paterson and Brock 
(2002) argue that traditional research distinguishes two focal points when analyzing 
headquarters-subsidiary relationship: 
 

1. The level of formalization and centralization in decision-making processes 
2. The level of integration of the subsidiary’s portfolio in order to maximize the 

value generation on an organizational level  
 
However, recent studies argue that abolishing the old, central perspective on viewing an 
organization’s global network and replacing it with a peripheral view could generate 
value in decision making processes (Doz et al., 1997; Foss & Pedersen, 2002; Paterson 
& Brock, 2002).  Thus, it is essential for the management to balance the central control 
and coordination with the local responsiveness in their various foreign markets. The 
subsidiaries in exotic environments are facing different obstacles and could therefore not 
operate on the same administrative practices (White & Poynter, 1990).  This sympathizes 
with Bartlett and Ghosal’s (1988) Integrated Network Model where they integrate the 
global innovation with local responsiveness in the learning process on an organizational 
level (Harzing, 2000). Paterson & Brock (2002, p. 323) describe the model as follows: 
 
“[The Integrated Network Model] models the MNC as a geographically-dispersed set of 
value-adding activities, each activity of which can be viewed as a semi-autonomous 
entity, with ownership ties, normative links and certain obligation to head office” 
 
Nohria and Ghosal (1994) claim that the structure of the headquarter-subsidiary is similar 
to the principal-agent relationship since flexibility is an important characteristic for both 
relationships. Doz et al., (1997) strengthen the abovementioned argument in their claim 
that subsidiaries could no longer rely on their HQ as a single provider of neither 
knowledge nor tangible resources. This leads to a shift in academic research since the 
subsidiaries now have gained more influence over the MNC’s operations (Foss & 
Pedersen, 2002; Holm & Pedersen, 2000). Hence, the conceptualization of the MNC 
shifts from the classical hierarchical view to a new heterarchical perspective since the 
role of the subsidiary could be considered as more pivotal nowadays (Birkinshaw et al., 
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2000). The idea of a heterarchical MNC was first introduced by Hedlund (1986), where 
he observed a movement from a centralized organization to a more decentralized structure 
since the industry-specific knowledge now could be allocated in the foreign subsidiaries. 
This is in unison with White and Poynter (1994) who argue that the nature of the 
challenges differentiates depending on the setting and could, hence, require more locally 
adapted organizational practices. 
 
When analyzing the power structure in the HQ-subsidiary relationship, Taggart and Hood 
(1999) claim that the subsidiary therefore tries to increase its level of autonomy to almost 
disproportionate levels. Moreover, by increasing the autonomy levels, a more sensitive 
style of management is required since it facilitates the evaluation of the subsidiary’s 
impact on the MNC (Taggart & Hood, 1999). Thus, the complexity of the HQ-subsidiary 
relationship is depending on the level of autonomy that the subsidiary requires which, in 
turn, are determined by the local settings in which the subsidiary operates in. Central 
decisions made by the HQ could, therefore, be considered as contradictory forces since 
the local reality is not in alignment with them which, in turn, jeopardizes the strong 
connection between the HQ and its subsidiary (Andersson & Forsgren, 1996; Ambos & 
Reitsperger, 2004). Holm, Johanson, and Thilenius (1995) also state that due to the HQ’s 
limited knowledge about the subsidiaries’ local system of connections, a strong 
relationship between the two units is essential. Thus, it is evident that the organizational 
architecture is pivotal since an insufficient HQ-subsidiary relationship could be 
problematic for the network configuration and, hence, the knowledge transfer process to 
the foreign subsidiary.   
 
 
2.6 NATIONAL CULTURE 

The dilemma of adding national culture into the equation of how an organization should 
generalize its strategy is a recurring discussion in previous academic researches (Brott, 
1984; Herbert, 1999). The variations concerning national culture do not affect the 
generalizability of overall strategies implemented by the organization but also the validity 
of the tools provided by the headquarter (Adler, 1983). One should, therefore, beware of 
using a strategy that is developed in Sweden, for example, and apply it in a foreign setting 
without adapting it to the country-specific setting. Nevertheless, the applicability of a 
strategy should not either be overseen or ignored even if it is created in a different national 
environment (Adler, 1983) 
 
Newman and Nollen (1996) acclaim that the resemblance between the MNC’s managerial 
structure and traits of the national culture could enhance the overall performance. If the 
subsidiary successfully could adapt and assimilate the overall strategy – e.g. the 
transferring of knowledge - into its daily operations, the MNC could utilize that 
competence as a competitive advantage. However, the focal point from a strategic 
perspective is how the organization could successfully align the MNC’s overall structure, 
strategy, and practices with the key traits of the different national cultures (Griffith & 
Harvey, 2001)  
 
An ample amount of previous research has stated that knowledge is not unaffected by 
culture. Individuals in various contexts have a tendency to create their own interpretation 
of other messages based on their unique mindset (Tenkasi, 2000). The individual’s 
capacity to comprehend complex information is entrenched in their own cultural context, 
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and hence, varies across the various cultural settings. To be able to adapt and assimilate 
information to their own cultural setting, the individual must achieve an ingenious 
synthesis of the various cultural areas and their meaning systems (Tenkasi, 2000). The 
encountering of knowledge that derives from a contrasting cultural setting is expected to 
be facilitated if the system of elemental conventions correlates to the system of 
understanding by those who are expected to apply the knowledge in the new setting 
(Macharzina et al., 2001). 
 
If the focal point of the analysis could be described as a dyadic relationship, the cultural 
distance that exists between two (or more) organizational entities add into the equation. 
Johanson and Vahlne (1977) introduced the concept when they observed that Swedish 
firms had a tendency to adapt their placement of subsidiaries to locations that shared 
similar traits as the Swedish market. Even though the phenomenon were primarily 
incorporated in theories concerning country risk and entry strategies (Brouthers & 
Brouthers, 2001; Kogut & Singh, 1988; Shenkar, 2001), cultural distance is often 
associated to knowledge transfer and the process of incorporating it into the 
organization’s human resource management (Shenkar, 2001) The concept is best defined 
as the discrepancy of the organization’s natural cultural traits compared to the host 
country (Hennart and Larimo, 1998), or to which extent the cultural norms differ between 
two countries (Kogut & Singh, 1988).  Manev and Stevenson (2001) argue that cultural 
distance could also be dichotomized into both micro- and macro level. Friction in 
principal-agent relations could create misunderstandings and conflicts on a micro level 
meanwhile a larger difference among home and host culture could impede the integration 
of the subsidiary at a macro level (Jemison & Sitkins, 1986). 
 
 
2.6.1 HOFSTEDE’S CULTURAL DIMENSIONS 

One of the most well-known studies on how values within a company are influenced by 
the surrounding culture, both professionally and academically, is Hofstede’s study of the 
cultural dimensions. Hofstede himself defines culture as “the collective programming of 
the mind distinguishing the members of one group or category of people from others” 
(Hofstede Insights, n.d). Culture as a concept can have several meanings, but often it 
refers to either ethnic groups, nations, or organizations (Hofstede, 2011, p.3). The study 
of the first four dimensions was completed between the years of 1967 and 1973 and 
examined a large set of data of employee value scores at IBM (Hofstede Insights, n.d.), 
and the last two; long-term orientation and indulgence, were added later on (Minkov & 
Hofstede, 2012).  
  
The Hofstede model of national culture consists of six dimensions. The cultural 
dimensions represent independent preferences for one state of affairs over another that 
distinguish countries (rather than individuals) from each other. The country scores on the 
dimensions are relative, in that we are all human and simultaneously we are all unique. 
In other words, culture can only be used meaningfully by comparison. The model consists 
of the following six dimensions (Hofstede Insights, n.d.): 
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Table 2: Hofstede’s Dimensions of National Culture 

Cultural Dimension Definition 

Power Distance Index (PDI) 

Describes whether individuals in a society are likely to 
accept their power and position in a hierarchical system. 
High PDI indicates individuals accept an unequal 
balance of power, while a low PDI indicates that 
individuals expect reasons for power inequalities. 

Individualism vs. 
Collectivism (IDV) 

One side of the spectrum, individualism, signifies a 
culture where individuals are expected to take care of 
themselves and their own families. The other side, 
collectivism, describes a culture where people look 
after each other. 

Masculinity vs. Femininity 
(MAS) 

A masculine society values “achievement, heroism, 
assertiveness, and material rewards for success” 
compared to a feminine society that sees quality in 
“cooperation, modesty, caring for the weak and quality 
of life” (Hofstede Insights, n.d.) 

Uncertainty Avoidance 
Index (UAI) 

The UAI dimension describes how a culture feels about 
uncertainty and how it approaches it. 

Long Term Orientation vs. 
Short Term Normative 

Orientation (LTO) 

Expresses how a society “maintains links” (Hofstede 
Insights, n.d.) to the past, present, and future. Low LTO 
reflects value traditions and the past over an 
unpredictable future. A high LTO reflects a society that 
instead focuses on new innovative solutions to equip for 
the future. 

Indulgence Versus Restraint 
(IND) 

Describes whether a culture sees freely or strictly upon 
the “gratification of basic human needs and drives” 
(Hofstede Insights, n.d.) 

Based on Hofstede Insights, n.d. 
 
 
2.7 ORGANIZATIONAL CULTURE 

Due to its complex nature, organizational culture has been a recurring topic among 
researchers over the last few decades (Homburg & Pflesser, 2000; Mumford et al., 2002; 
Schein, 1992). Peters & Waterman (1982) argue that it exists a strong correlation between 
the company’s performance and its organizational culture. The concept itself has its basis 
in cultural anthropology and is used in many shapes in academic articles concerning 
marketing, organizational behaviors and managerial strategies (Gregory et al., 2009; 
Homburg & Pflesser, 2000; Schein, 1992).  
 
The studied phenomenon describes the process of creating shared organizational beliefs 
and values which, in turn, creates a common ground – organizational norms – that the 
employees are expected to follow. Moreover, organizational culture functions as an 
invisible hand and could be considered as a very powerful tool when shaping the social 
forces that exist in various organizations (Schein, 1992). Empirical evidence displays that 
organizational behavior has a tremendous impact on managerial effectiveness (Gregory 
et al., 2009), organizational innovativeness (Khazanchi et al., 2007; Tellis et al., 2009) 
and knowledge management (Zheng et al., 2010) which, in turn, could lead to competitive 
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advantage and enhanced financial performance (Homburg & Pflesser, 2000). To 
strengthen that argument, O’Reilly et al. (1991) argue that a solid organizational culture 
has a positive effect on the employees’ behavior which stretches far beyond 
organizational routines, procedures, or systems. Thus, an organization’s culture is 
therefore considered as an influential instrument in generating desirable organizational 
outcomes. 
 
Previous scholars have contributed to an ample amount of definitions of organizational 
culture. However, the classifications generally refer to how the organization observes the 
values through behavioral patterns and transfers them through norms and artifacts 
(Homburg & Pflesser, 2000; Schein, 1992). For example, organizational principles 
transferred by upper management facilitates the process of innovation among the 
subordinates due to its ability to incorporate anticipated behaviors with the culture of the 
organization (Homburg & Pflesser, 2000). Consequently, this provides an effective 
mechanism where upper management could influence their dependents (Mumford et al., 
2002). By accentuating specific values and create a structure of equivalent norms, 
managers have an exquisite opportunity to form a powerful organizational culture with 
an influential effect on employee behavior (Mumford et al., 2002; Tellis et al., 2009). 
 
While the majority of the previous academic literature characterizes organizational 
culture as a single entity, Schein (1992) highlighted the importance to dichotomize the 
concept into levels for future analysis. The three levels are described as: 

1. Artifacts: a representation of organizational tangible attributes. E.g. Slogans and 
symbols. 

2. Espoused values; Stated organizational culture practiced by its members. E.g. 
organizational goals, ideologies, and strategies. 

3. Basic underlying assumptions; Unconscious and cognitively imperceptible 
cultural elements that guide individual behavior.  

 
Schein (1992) argues that the manifestations within the first layer, artifacts, are the most 
unequivocal and explicit characteristics when scrutinizing an organization’s culture. The 
artefacts provide the employees with a certain context about what the organization set for 
expectations for its members (Mahler, 1997; Meyer, 1995). By using certain rituals and 
slogans, the artifacts could be considered as a visual representation of which components 
that are highly valuable in a particular organization and, hence, functions as a transmitter 
of organizational norms to the employees (Higgins & McAllaster, 2002). Accordingly, 
the organization could create a more sustainable culture by involving slogans since the 
artifacts are a more tangible representation of the organization’s underlying values (Beyer 
& Trice, 1987).  
  
Even if rituals often are considered as intangible elements of an organization’s identity, 
it is not uncommon for the espoused values to represent themselves in the organization’s 
visible attributes (Alessandri, 2001). Although, espoused values could be considered as 
an assemblage of intangible identity elements, three sub-components can be 
distinguished; company structure, company objectives, and company values where the 
latter element explicitly illustrate an organization’s responsibility to its business 
environment, business ventures, and stakeholders (Kiriakidou & Millward, 2000; Körver 
& Van Ruler, 2003; Melewar & Wooldridge, 2001).  Furthermore, the term is 
ubiquitously distinguished as core values (Edgeman and Scherer, 1999; Edvardsson et 
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al., 2006; Lencioni, 2002; Pedersen and Rendtorff, 2004; Urde, 2003; Van der Wal & 
Huberts, 2007), and could be defined as the beliefs that bridges the gap between the 
organization and the employees (Liedtka, 1989; Jehn, 1994). Barrett (2006) together with 
Painter-Morland (2008) argues that an organization that advocates visionary thinking 
based on ethics and tradition rather than solely financial means could be identified as a 
values-driven organization. Upon analyzing the classification of an enterprise, Alessandri 
(2001, p. 177) argues that an organization’s identity is a carefully planned representation 
of how an enterprise wants to position itself in the eyes of the business environment.  
 
In comparison to the espoused values, the basic underlying assumptions are not explicitly 
stated and could be correlated to the individual’s unconscious perception that influences 
the individual’s actions and attitudes (Argyris & Schön, 1978; Schein, 2004). Although 
Schein (2004) identified six types of basic underlying assumptions, this paper only 
incorporates the nature of human relationship – i.e. assumptions about the distribution of 
power –. and the nature of human activity – i.e. the assumptions about the level of 
dynamics. The selected assumptions are justified by Koltko-Rivera's (2000) proposition 
that states that both the authoritarian relationship as well as the locus of responsibility are 
pivotal. Furthermore, the authors argue that the incorporation of Koltko-Rivera's (2000) 
comparison between individual and collective ambition bridges a gap that Schein (2004) 
neglects. The rationale behind the chosen topics is that the incorporation of the other for 
basic underlying assumption would guide this thesis towards a more philosophical 
discussion that could not be connected to the selected purpose.  
 
 
2.8 THEORETICAL FRAMEWORK 

Previous literature has functioned as a fundament in the creation of the following 
theoretical framework (Figure 6). The framework consists of how knowledge transfers 
from a sender to a receiver and should navigate the study moving forward as well as assist 
in analyzing the factors that influence the knowledge transfer process. Acknowledging 
the literature of organizational culture and HQ-subsidiary relationship that has been 
reviewed, organizational culture and the relationship that the subsidiary holds with the 
MNC’s headquarters (HQ) are recognized to be factors that influence the entire 
knowledge transfer process. However, since both organizational culture as well as HQ-
subsidiary relationship could affect the knowledge transfer process in both a positive and 
negative manner, a linear connection could not be drawn between the two factors and 
knowledge transfer. Hence, these two components have been listed as influential factors 
in the framework rather than as components that solely impedes the knowledge transfer - 
i.e. noise. In comparison, the placement of psychic distance is located under noise since 
a clear linear relationship could be identified between the two factors. Furthermore, 
although the various components share some similarities, the authors have chosen to 
analyze each factor individually. The underlying reasoning behind that decision is that 
there exist a multitude of previous research of the concepts that separate them rather than 
unifying them under one collective term. Once the empirical findings have been collected, 
the framework may either be confirmed as an appropriate illustration of the knowledge 
transfer process or be modified in order to function as an adequate reflection of the 
observed phenomenon.  
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Figure 6: Theoretical Framework of the Knowledge Transfer Process 
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3. SCIENTIFIC METHOD 

 
The third chapter of the thesis clarifies the research philosophy, research design, and 

methodological choice that the study adopts. In addition, the literature search methods 
are described and the importance of critically reviewing literature is discussed. 

 
 
Upon defining the scientific methodology behind academic research, it is pivotal to first 
establish the underlying research philosophy – i.e. the epistemological and ontological 
assumptions (Macintosh & O’Gorman, 2015, p. 51). Moreover, the authors choice of 
methodology (qualitative or quantitative), as well as the settled research approach 
(inductive or deductive) should also be components of the scientific method. The purpose 
of this section is to provide the reader with methodological choices that are in alignment 
with the purpose of the research. Hence, this chapter follows Macintosh and O’Gorman’s 
(2015, p. 51) suggested process on how one should determine a pertinent scientific 
method.  
 
Figure 7: Scientific Method Process 

 
 
Source: MacIntosh and O’Gorman (2015, p. 51) 
 
In order to conduct proper research, it is essential for the authors to consider the nature 
and dynamic of the existing knowledge, videlicet, the philosophy of the research. The 
concept is connected to the researcher’s assumptions about knowledge and his/her 
perception of reality which makes it an influent component throughout the whole research 
process. Two paradigms can be distinguished when dichotomizing these assumptions and 
beliefs, ontology and epistemology. The ontological assumption is demonstrating how the 

Ontology

• Constructionism
• Objectivism

Epistemology

• Interpretivism
• Positivism

Methodology

• Qualitative
• Quantitative

Approach

• Inductive
• Deductive



   
 

 24 

researcher perceives the reality meanwhile the epistemological assumption concerns the 
nature of knowledge (Saunders et al., 2009, p. 109-112).  
 
 
3.1 ONTOLOGICAL ASSUMPTION  

As stated in the previous section, the ontological assumption concerns the branch of 
metaphysics and questions whether social entities should be considered objective or as 
products influenced by the various perceptions of social actors (Bryman & Bell, 2015, p. 
32). Furthermore, two different categories – constructionism and objectivism – could be 
identified when dissecting the ontological perspective. Constructionism characterizes the 
world as subjective and as a product of various interactions and perceptions while 
objectivism claims that reality is constructed of lethargic, measurable objects (MacIntosh 
& O’Gorman, 2015, p. 55-56). As an illustration, when conducting objective research, 
the final product is unbiased and not affected by the researcher’s predispositions, in 
comparison to the subjective perspective where individual preconceptions could 
influence the interpretation of the result. This is in unison with Jonassen (1991, p. 9) who 
argues that the reality of constructionism is dependent on individual understandings and 
experiences whereas objectivism has an extrinsic relationship to the knower. 
Furthermore, Jonassen (1991, p. 9) also claims that objectivism could be considered as a 
visual representation of the reality, whereas constructionism functions as a provider of 
tools for the individual to create his/her own reality.  
 
Collis & Hussey (2014, p. 47) shares Bryman & Bell’s categorization but refers to 
constructionism as interpretivism and objectivism as positivism. For the following 
ontological assumption, the paper utilizes the terminology coined by Collis and Hussey 
(2014). Since the purpose of this study is to identify the influential factors of the 
knowledge transfer process in an emerging market context, primary data is gathered in 
the form of interviews. Due to the qualitative nature of the data collection method, it 
would not be appropriate to state that everyone shares the same reality. Hence, this paper 
follows the philosophical assumption that there exist multiple realities and use the 
interpretivist approach. The choice of ontological assumption is in unison with Collis & 
Hussey (2014, p. 46) as well as MacIntosh & O’Gorman (2015, p. 59-60) who suggest 
that a qualitative study should utilize an interpretivist paradigm.  
 
 
3.2 EPISTEMOLOGICAL ASSUMPTION  

According to Bryman & Bell (2015, p. 26), the epistemology is concerned with the 
researcher’s conception of legitimate knowledge and function as the link between the 
researcher and his/her subject (Collis & Hussey, 2014, p. 47). As of before, a researcher 
could choose between two approaches - interpretivism and positivism – where the 
difference could be described as either understanding human behavior, or explaining it 
(Bryman & Bell, 2015, p. 27-28). The interpretivist approach takes many factors into 
account and analyzes the underlying meaning of them in order to get a fundamental 
comprehension of the various possible outcome that might exist. The positivist approach, 
on the other hand, focuses on facts in the form of large samples and seeks to find the 
causality through statistical probability in its hypothesis formulation process (Macintosh 
& O’Gorman, 2015, p. 60). Moreover, Easterby-Smith et al. (2002, p. 30) argue that the 
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irrelevance to human interest as well as its independence could be added to the list of 
positivist features.   
 
When using an interpretivist approach, knowledge takes the form of the interviewees’ 
subjective evidence while the positivist approach uses nonpartisan evidence about 
quantitative and perceptible occurrences as its source of knowledge (Collis & Hussey, 
2014, p. 46). As mentioned in the previous section, a positivist paradigm is more suitable 
when conducting quantitative studies due to its ability to test hypotheses against large 
sample sizes. Since a qualitative data collection method is in alignment with the 
underlying purpose of this research, this paper follows the interpretivist approach.  
 
 
3.3 RESEARCH DESIGN AND METHODOLOGICAL CHOICE 

Research design could be described as the process that the researcher follows in order to 
link and analyze the collected data to the research question in a sustainable manner. 
Saunders et al. (2009, p. 138-139) state that there exist three different research 
compositions: descriptive, explanatory, and exploratory design.  The aim of descriptive 
research is to create a detailed illustration of the features of an already existing issue. 
Keywords such as “how” and “what” are often included in the research question due to 
its descriptive nature (Collis & Hussey, 2014, p. 4). Explanatory research is sometimes 
referred to as a continuation of descriptive research as it utilizes analytical research as 
tools when explaining the occurrence of a phenomenon (Collis & Hussey, 2014, p. 5; 
MacIntosh & O’Gorman, 2015, p. 82).  Hence, it is only appropriate to use this design in 
order to test the applicability and generalizability of theories (MacIntosh & O’Gorman, 
2015, p. 82). Collis & Hussey (2014, p. 4) state that researchers should conduct 
exploratory research if previous studies of the topic are limited or non-existent. Hence, it 
is appropriate to choose this design if the purpose of the study is hypothesis creation or 
pattern allocation.  Since the aim of this paper is to examine the influential factors in the 
knowledge transfer process within an MNC, it is suitable for the study to embrace the 
exploratory design. The rationale behind the decision is the uniqueness of the study due 
to its focus on the operations within an emerging market rather than from a global 
perspective, which is a perspective that has not been examined before. 
 
Furthermore, as illustrated in figure 7, the researcher has the possibility to choose between 
two strategies concerning data gathering; quantitative or qualitative research.  MacIntosh 
& O’Gorman (2015, p. 155) defines the former strategy as “quantifying the problem or 
research question and establishing the mechanisms through which one or more 
(quantitative) variable(s) may affect another variable”. Bryman & Bell (2015, p. 37) state 
that the quantitative strategy correlates with the deductive approach due to its 
incorporation of the quantification of hypotheses and theories. Upon analyzing the 
epistemological assumption, the positivist approach is in alignment with the nature of 
quantitative research since the purpose is to illustrate and explain variables that are 
already defined as authentic knowledge. Additionally, the ontological assumption shares 
the positivist (objectivist) view where the reality is considered to be extrinsic and 
objective (Bryman & Bell, 2015, p. 38). 
 
In contrast to the quantification process, a qualitative research method emphasizes the 
meaning of words in their gathering and analysis of data. As the aim is to establish new 
theories in lieu of examining or verifying already existing ones, qualitative research is 
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linked with the inductive approach (Bryman & Bell, 2015, p. 37-38). For the 
epistemological considerations, the interpretivist approach is appropriate to utilize when 
conducting qualitative research due to the natural disposition of scientific models, 
together with the ontological assumption of interpretivism (constructionism) where 
reality is subjective and a product of individual preconceptions and experiences (Bryman 
& Bell, 2015, p. 38). Through the incorporation of acumen and quality, qualitative 
research is therefore considered to be more exhaustive compared to its quantitative 
counterpart (Collis & Hussey, 2014, p. 52). Considering the authors’ epistemological and 
ontological assumptions as well as the definitions of the two methodological assumptions, 
it would be appropriate to conduct qualitative research since its characteristics is in 
alignment with the purpose of this study.  
 
 
3.4 RESEARCH APPROACH 

Upon analyzing the various attitudes to research, it is essential to characterize the 
relationship between research and ideology. This relationship could be viewed from 
either an inductive or a deductive perspective. (Ghauri & Grønhaug, 2010, p.15; 
Saunders et al., 2012, p. 143). The inductive approach observes a phenomenon, 
deduces generalizable outcomes, and creates a theory based on the research, while the 
deductive perspective involves the creation of one or more hypotheses from already 
existing theories and then measures the statistical probability for the given hypotheses to 
occur (Bryman & Bell, 2015 p. 22-23). This is in unison with Graneheim et al. (2017, p. 
30) who also claims that there exists a dilemma concerning excessive information in the 
utilization of the deductive approach. This, in turn, could have severe consequences in 
the selection of suitable models (Graneheim et al., 2017, p. 31). Moreover, Bryman & 
Bell (2015, p. 23) state that the deductive perspective is utilized more frequently in 
comparison to the inductive approach.  
 
Since the purpose of this study is not to create new theories nor solely to find empirical 
evidence for already existing theories concerning knowledge transfer within an MNC, it 
would not be appropriate to utilize the inductive nor deductive approach. In preference, 
this paper must incorporate characteristics from both perspectives in order to provide 
valid answers to the formulated research question. Thus, this paper follows a third 
approach which could be described as a merger between the two abovementioned 
perspectives in order to overcome the individual limitations that each approach has 
(Bryman & Bell, 2011. p. 27).  
 
The third concept is labeled as the abductive approach and is distinguished by the 
following rationale. “Abduction starts with a puzzle or surprise and then seeks 
to explain it” (Bryman & Bell, 2011, p. 27). According to Saunders et al. 
(2012, p. 147), abduction is not a pure combination of the 
abovementioned perspectives but could rather adapt the various 
features in order to suit the researched phenomenon. This dynamic 
approach makes it possible for the abductive approach to frequently shift 
between the inductive and deductive approaches and combine their key 
characteristics (Suddaby, 2006, p. 639). Through the adoption of the 
abductive approach, it is possible for this paper to create a dialogue 
between the preconceptions and the findings which leads to a continuous 
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evaluation of the data. The structure above is correlated to the 
philosophical ideology referred to as the hermeneutic circle. (Bryman & 
Bell, 2011, p. 27). According to Mantere and Ketokvi (2013, p. 72), 
abduction allows the researcher to embrace the most suitable 
explanation which makes this perspective the most appropriate one to 
utilize.  
 
 
3.5 LITERATURE SEARCH 

Bryman & Bell (2015, p. 9) state that it is essential for any kind of academic paper to 
include a section where the previous literature is scrutinized. This process gives the 
researchers the opportunity to present a visual demonstration of their ability to carefully 
select and analyze already existing knowledge (Collis & Hussey, 2014, p.87). 
 
According to Collis & Hussey (2014, p. 76), a literature search is described as “a 
systematic process with a view to identifying the existing body of knowledge on a 
particular topic”. Saunders et al. (2009, p. 69) extend that characterization by dividing 
the concept into three levels; primary, secondary, and tertiary sources. Primary sources 
include data collected from reports, government publications or e-mails. Examples of 
secondary sources are books, newspapers, and journals, while encyclopedias and 
abstracts categorize as tertiary sources. Due to the plethora of previous academic 
literature concerning internationalization and knowledge management, the authors argue 
that the type of sources that provides the most applicable information is categorized as 
secondary. 
 
In the making of this paper, the authors have used several databases in order to locate 
sufficient information that strengthens the level of adequacy. Databases such as Google 
Scholar, DiVa, and Umeå University Library Database have been frequently used in the 
authors search for peer-reviewed documents relevant to the subject of international 
business. The utilization of the various databases has allowed the authors to gain relevant 
knowledge about the subject in question and hence, facilitated the creation of the 
theoretical framework.  In order to increase the level of credibility, the authors have solely 
included documents that have undergone the process of professional evaluation by 
external scholars. Due to the varying level of authenticity and quality, the usage of 
websites in order to gather information has been limited. However, the data gathered from 
websites have been meticulously reviewed by the authors before incorporated in the final 
version of the thesis. Table 3 displays keywords have been used throughout the literature 
search in order to find the appropriate information. 
 
Table 3: Keywords of Literature Search 

Absorptive capacity South Africa 

Emerging markets Subsidiary establishment 

Expansion Psychic distance 

Internationalization Organizational learning 
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Knowledge transfer Organizational culture 

Knowledge management Internal stakeholders 

Knowledge acquisition  
 
 
3.6 SOURCE CRITICISM  

Due to the dynamic nature of the abductive approach, this paper is allowed to frequently 
utilize and combine the deductive and inductive characteristics (Suddaby, 2006, p. 639). 
For this section, the paper adopts the traits of the deductive approach which argues that 
the literature functions as a tool when identifying theories that subsequently are approved 
by related data (Saunders et al., 2009, p. 61). Hence, it is pivotal that the information 
gathered from the literature could be characterized as adequate. According to Scott (1990, 
p. 6, cited in Bryman & Bell, 2015, p. 555), to assess the quality of sources, for criteria 
should be recognized; authenticity (is the information legitimate and of unequivocal 
origin?), representativeness (is the information quintessential of its kind?), meaning (is 
the information coherent and logical?), and credibility (is the information rational and 
free from inaccuracies?)  
  
In order to assure that this paper fulfills the abovementioned criteria, the majority of 
utilized information is gathered from primary references, apart from a portion of 
secondary sources which were used when the origin could not be identified. The authors 
pursue to include a multitude of sources for every argument in order to enhance credibility 
and validity. Additionally, due to the interpretivist nature, this paper incorporates 
numerous contradictory arguments as well as justifications of the selected perspectives.  
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4. RESEARCH METHOD 

 
This chapter describes the data collection methods that were utilized in this paper along 
with the chosen sampling techniques. Furthermore, this chapter includes explanations 

of the interview design, the interview process, as well as the selected data analysis 
approach. Lastly, the truth criteria are briefly described along with ethical and societal 

considerations.  
 

 
 
4.1 DATA COLLECTION  

According to Saunders et al., (2012, p. 304), there exist two types of data in research; 
primary and secondary data. Primary data could be defined as new information that is 
explicitly collected by the researcher in order to match the aim of the study, while 
secondary data corresponds to already existing information that functions as a 
justification for the analysis (Saunders et al, 2012, p. 304). Since the process of gathering 
secondary information demands fewer resources or practical arrangements (e.g. 
interviews, traveling) compared to primary data collection, the former one is considered 
to be more common in today’s research (Saunders et al., 2012, p. 317). Nonetheless, due 
to the purpose of this study one could argue that the optimal solution for this paper to 
utilize a triangulation method. The method could be described as multiple usages of 
techniques (interviews and questionnaires) in the data collection process (Saunders et al., 
2012, p. 179).  In order to increase the generalizability and validity of the answers to our 
research question (Creswell, 1998), the appropriate data gathering strategy would be 
source triangulation. Additionally, the limited resources in the form of time and money 
inhibit the opportunity for this paper to be characterized as longitudinal research 
(Saunders., 2009, p. 155). Thus, it would be appropriate to define this study as cross-
sectional since the stated purpose is to distinguish if there exists a pattern amongst the 
findings (Cooper & Schindler, 2011, p. 142). 
 
According to Saunders et al., (2012, p. 163) the researcher can implement an ample 
amount of strategies if their epistemological, ontological and methodological 
assumptions are in alignment with the qualitative research. Examples of the qualitative 
strategies are case studies, ethnography, grounded theory, narrative research, and 
phenomenology and vary in terms of focus, problem formulation, data collection method, 
and analysis (Creswell, 2007, p. 10, 78-79). Since this paper does not incorporate an 
already existing theoretical framework from the very beginning, nor follows the grounded 
theory’s strategy to seek narrative answers in the interview process and generate new 
theories, it is appropriate that it would not be suitable to adapt to them. Additionally, it is 
evident that the aim of the study is not aligned with the characteristics of the 
phenomenology nor ethnography (Creswell, 2007, p. 9-10; Saunders et al., 2012, p. 179-
188). Hence, the appropriate qualitative strategy for this study to embrace is the case 
study. 
 



   
 

 30 

According to Yin (2009, p. 10), it is suitable to utilize the case study method when 
conducting a qualitative exploratory study. Ghauri and Grønhaug (2010, p. 110) also 
state that the exploratory approach is justified by the incorporation of the pronoun “what” 
in our research question, which is in unison with the features of the case study. The 
techniques of this method share the same characteristics as in examining history but add 
two unique variables in the information acquiring strategy; a straight observation of the 
people involved in the phenomenon, as well as a distinctive examination of the paradox 
itself (Yin, 2009, p. 11). According to Bryman & Bell (2015, p. 68) and Creswell (2007, 
p. 73), the most distinctive characteristic of the case study method compared to other is 
its ability to utilize different data sources in a bounded situation over time. The purpose 
of a case study could vary since it allows the researcher not only to generate a new theory 
(Creswell, 2007, p. 74), but also to test statistical probability of an already existing one 
(Yin, 2009, p. 38), or create a visual representation of a phenomenon (Eisenhardt, 1989, 
p. 535).  
 
Moreover, Yin (2009, p. 47-49) claims that it is appropriate to conduct a single case study 
if the phenomenon in question has not been observed in a particular environment or time. 
Since this paper embraces the qualitative data collection method in the form of interviews, 
the most suitable method would be a single case study. Additionally, by conducting a 
single case study, the researchers can solely focus on a single organization rather than 
compare the findings with other organizations (Saunders et al., 2012, p. 180). According 
to Yin (2009, p. 41), the single case study is described as an illustration of “a critical test 
of a significant theory” and rationalizes the decision in selecting the single-case over a 
multiple-case study. The work of Gross et al. (1971) could be characterized as a watershed 
of this rationale since it managed to explain an observed phenomenon based on a single 
case. 
 
Even if the underlying rationale behind a single-case study is presented above, it would 
be naive not to include some limitations as well. A potential vulnerability of the method 
would be the high probability of misrepresentation if the generalizability of the 
phenomenon in question is not carefully investigated before the selection of method (Yin, 
2009, p. 44). Therefore, the amount of available information must be guaranteed before 
choosing a single case as a visual representation of the reality. By embracing the holistic 
design, this paper could analyze the universal nature of an organization. The contradictory 
approach would be the embedded case study design, which would be a more appropriate 
selection if the purpose of the paper was to scrutinize subunits to the given case as well 
as include quantitative analyses (Yin, 2009, p. 44). 
 
Since the purpose of this thesis is to examine various factors’ influence on the knowledge 
transfer process, it would be suitable to conduct a single case study since the nature of 
different organizations vary in terms of structure, culture, strategy, and objectives (Yin 
(2009, p. 47-49). Since the theoretical framework of the knowledge transfer process 
(figure 6) has been developed from well-formulated theories, Yin (2009, p. 47-49) states 
that a single case study is the most suitable design for this study.   
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4.2 CASE SELECTION 

Stake (1995, p. 4) argues that every researcher should contemplate the following 
statement:  

“Given our purposes, which cases are likely to lead us to understandings, to assertions, 
perhaps even to modifying of generalizations?” 
Additionally, in order to maximize the potential learning, an appropriate case should be 
selected based upon their accessibility and convenience (Stake, 1995, p.4). The case 
selection could be described as a challenging endeavor for researchers since the examined 
exemplar should function as an illustration for the broader population (Gerring, 2007). 
What has already been argued for in Section 4.1: Data Collection is that a single case 
study is the most appropriate research design to utilize based on the purpose of this thesis. 
This statement is further strengthened by Hamel et al. (1993, p. 43-44) who claim that the 
selected case should be justified by the study’s theoretical background. The objective of 
this study is to investigate which factors that influence the knowledge transfer process to 
a foreign subsidiary in an emerging market. Hence, it is pivotal for the authors to identify 
an organization whose operations stretch beyond national borders. 
 
Upon analyzing the characteristics of such an organization, the authors argue that a 
scrutinization of a technical knowledge transfer would be complicated to execute. The 
rationale behind that statement could be described as the limited resources in the form of 
time and money inhibits the authors to investigate the aforesaid phenomenon over a wider 
time horizon. Hence, an appropriate case would be an organization that rather focuses on 
the transfer of social knowledge. The authors argue that an ideal example of an 
organization that possesses the abovementioned characteristic also highlights the value 
of visionary thinking rather than solely focusing on financial objectives – i.e. a values-
driven organization. As mentioned in Section 2.7: Organizational Culture, it is not 
uncommon for the espoused values to represent themselves in the organization’s visible 
attributes (Alessandri, 2001).  
 
Taken together, the abovementioned statements function as a rationale for the choice of 
case selection for this study. Hence, the authors argue that the organization that both suits 
the selected purpose as well as are feasible in terms of resources is Hennes & Mauritz 
AB’s subsidiary in South Africa (from here on referred to as ‘H&M’). The Swedish MNC 
opened its support office in Cape Town in March 2015 (H & M, 2015) which makes them 
an appropriate option since the knowledge transfer process is relatively new or even 
ongoing. The establishment in South Africa is also of relevance for the purpose of this 
study because of its recognition as an emerging market (BRICS, n.d.; the dti, n.d.). 
Another justification for the selected case is that H&M describes themselves as a values-
driven organization (H & M, n.d.-c), which makes it possible for the authors to focus on 
the transfer of their espoused values to their employees as a reflection of the social 
knowledge transfer.  
 
The company has previously had franchises operating in Egypt and production offices in 
Ethiopia, however, South Africa was to become the company’s first fully owned 
operational market in Africa (H & M, 2015). This is one of the reasons why the 
establishment of the South African subsidiary makes for a great case to examine the 
knowledge transfer process. The authors argue the influential factors will be more 
apparent as the factors have not yet been countered by the company elsewhere in Africa. 
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This argument remains valid at the time of the data collection as South Africa is still the 
only market where operations are fully owned by H&M. A more thorough presentation 
of the case will follow in Section 4; Presentation of Case. 
 
 
4.3 INTERVIEW DESIGN 

Kvale & Brinkmann (2009, p. 2) interviews could be described as an “interchange of 
views between two persons conversing about a theme of mutual interest”. In order to 
generate an efficient interview guide, the authors have embraced an interview design 
created by Tracy (2013, p. 146-151) who divides the questions into four categories; 
opening questions, generative questions, directive questions, and closing questions. Table 
4 is based is a summarized illustration of Tracy’s (2013, p. 146-151) design which is 
based on previous studies (Kvale & Brinkmann, 2009; Lindlof & Taylor, 2011; Spradley, 
1979) that the authors chose to incorporate in this thesis.  
 
Table 4: Categories of Interview Designs 

Opening 
Questions 

Generative 
Questions 

Directive 
Questions 

Closing Questions 

Informed Consent Tour Questions Close-Ended 
Questions 

Catch-all Questions 

Rapport Building Timeline Questions Typology 
Questions  

Identity-Enhancing 
Questions  

Experience 
Questions 

Hypothetical 
Questions 

Elicitation 
Questions 

Demographic 
Questions  

Factual Issues Behavior Questions In Vivo-Questions   
  Compare-Contrast  Member Reflection 

Questions 
  

  Motives     
Based on Tracy (2013, p. 146-151) 
 
Based on table 4, the authors created an interview question template that was utilized as 
a fundament during the interviews. Furthermore, in order to mitigate risk concerning the 
data saturation and quality of the interviews, the authors pursue to continuously elaborate 
on the original interview question template (see appendix 10.2). 
 
According to Ghauri & Grønhaug (2010, p. 127), a researcher should follow 
three steps while preparing the interview process; (1) identify and 
determine the underlying research problem (2) distinguish which 
information that is essential for analyzing the problem (3) determine the 
source (interviewee) who can supply that specific information.  
 
The interview process is commonly described as a fruitful dialogue between an 
interviewer and interviewee (Saunders et al., 2012, p. 172). The conducted interviews 
follow a predetermined structure which can be found in appendix 10.2 Although the 
interviewees are divided into two subgroups – employees and expats – the interview 
process does not fluctuate since the underlying purpose of each interview remains 
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constant. However, since the interviewees’ backgrounds and roles within the company 
vary, some minor modifications regarding the formulation of questions have been made.  
 
To conclude every interview, the interviewee is asked to reflect upon three central themes 
that have been identified in the theoretical framework: Psychic distance, knowledge 
transfer, and absorptive capacity. This reflection is expressed in the form of a rank on a 
so-called Likert scale (see appendix 10.3, 10.4, and 10.5) where the interviewee signifies 
whether he/she agrees or disagrees with a statement (for themes knowledge transfer and 
absorptive capacity) as well as reflect upon the degree of significance of selected 
macroenvironmental forces in regard to psychic distance. Thus, the content in the Likert 
scale is based upon previous researchers’ interpretations of psychic distance (Child et al., 
2009), absorptive capacity, and knowledge transfer (Ngoc, 2005).  
 
Most rating scales, similar or identical to the Likert scale the authors use, are either in the 
form of five or seven different response alternatives (Bearden et al., 1993; Peter, 1979; 
Shaw & Wright, 1967). In the end, five response alternatives are the choices that are given 
to the interviewees after finding that Babakus and Mangold (1992) found that a five-scale 
increased the response quality from the interviewees along with limiting the chance of 
the interviewee answering out of frustration. The reasoning behind finishing the 
interviews in the form of a Likert scale is because the interviewee has then had a chance 
to reflect and discuss how he/she has interpreted the transfer of knowledge throughout 
the subsidiary establishment and are hence then in a great position to reflect upon his/her 
true perception of the research topic. This can also be a supplement to the other comments 
the interviewees have been throughout the interviews, which allows for a more thorough 
understanding of the data. Furthermore, the interviews are semi-structured, meaning all 
discussions may not follow the exact same train of thought, a more systematic gathering 
of data makes comparisons between individuals less difficult.  
 
 
4.4 INTERVIEWEE SELECTION 

According to Saunders et al., (2012, p. 260) a researcher must choose a sample and 
sample size in every research where it is not feasible to examine the entire research 
population. Moreover, various methods could be utilized in the selection process 
depending on the purpose of the study. Since this paper has embraced the qualitative 
approach, it would be appropriate to utilize the purposeful sampling (Creswell, 2007, p. 
125). Hence, the researcher could handpick the most appropriate interviewees in order to 
enhance the probability to answer the selected research questions (Creswell, 2007, p. 
125). Due to the nature of this dissertation, the purposeful sampling would be the most 
appropriate method to utilize since limited time and resources restrict the number of 
potential interviews that the authors can conduct (Saunders et al., 2012, p. 258). 
 
Although this paper has embraced the single case study, the authors have attempted to 
select the interviewees that they think can contribute the most to the selected purpose. 
The study was mainly conducted in H&M’s support office in Cape Town, South Africa 
except from four interviews with expatriates that were conducted in Stockholm, Sweden. 
Since the limited amount of money and time restricted the sample size, the authors 
reviewed each interviewees background and experience in order to create a suitable 
sample. Additionally, in order to follow an ethical research design that emphasizes the 
anonymity of the interviewees, each interview has been coded.  
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Additionally, all interviews except one have been conducted in a personal setting, i.e. vis-
á-vis, in order to receive a more individual impression of the topic spoken. The authors 
used ‘Skype for Business’ for the digital interview in order to maintain proper quality 
and, hence, facilitate the transcription process.  
 
The authors chose their interviewees based on their level of involvement in H&M’s 
establishment process in South Africa. The interviewee selection process started in early 
December with an e-mail to South Africa’s country manager where the authors 
established the first contact, explained the purpose of the study and arranged the practical 
issues concerning the thesis. Successively, the authors got access to several members of 
the support office in Cape Town, and together with the country controller and former 
country manager, made an outline of potential interviewees.  
 
The authors pursued to find interviewees with a wide range of both educational and 
practical background in order to analyze if the preconceptions could be identified as 
influencers when analyzing the influential factors. The final version of the interviewee 
selection was chosen after a visit at the support office where a more personal introduction 
to the interviewees and their background had been established. 
 
Furthermore, the finalized list of the interviewees as well as the interview questions was 
sent to the country manager for confirmation. After some minor modifications regarding 
confidential information, the interviewee selection and questionnaire design were 
approved. The authors then proceeded by sending personal invitations to the potential 
interviewees that involved a suggested time and a brief description of the purpose in order 
to provide them with a better understanding about the issue at hand which, hence, creates 
a more in-depth exchange of information during the interview. 
 
 
4.5 INTERVIEW PROCESS 

After the interviewees had been carefully handpicked, the authors formed a strict time 
schedule based on the 11 interviews. From these interviews, 6 interviewees are labeled 
as employees and 5 are characterized as expatriates. All interviewees except one had, to 
a certain extent, been part of H&M’s subsidiary establishment in Cape Town and hence, 
fulfilled the criteria as the target population. However, the deviating interviewee had over 
15 years of experience within the company and recently been appointed Country 
Manager, which made her a suitable candidate as well.  
 
In order to maintain the anonymity of the interviewees, each interview has been coded 
based on the chronological order. Table 5 summarizes the information concerning the 
interviews, where the coded titles correspond to EMP for employee and EXP for 
expatriates.  
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Table 5: Interview Summary 

Code Date Length Mode Role Recorded 

EMP01 2019.03.13 01:02:22 Personal Sustainability 
Manager Yes 

EMP02 2019.03.14 00:51:59 Personal Health/Safety 
Manager Yes 

EMP03 2019.03.18 00:42:41 Personal Expansion 
Manager Yes 

EMP04 2019.03.20 00:56:19 Personal Country HR 
Manager Yes 

EMP05 2019.03.26 00:34:55 Personal 
Store 

Operations 
Manager 

Yes 

EMP06 2019.03.29 00:36:38 Personal Leasing 
Manager Yes 

EXP01 2019.02.19 00:59:01 Personal 
Former 
Country 
Manager 

Yes 

EXP02 2019.02.20 00:41:22 Personal Global HR 
Manager Yes 

EXP03 2019.03.26 00:47:30 Personal Head of 
Merchandise Yes 

EXP04 2019.03.31 01:01:52 Personal Country 
Controller Yes 

EXP05 2019.04.04 00:44:19 Digital Country 
Manager Yes 

  
The interviews were conducted in Stockholm, Sweden and Cape Town, South Africa 
between the 19th of February and the 4th of March. The authors pursued to embrace a 
personal style on the interviews where one took responsibility for the exchange of 
information and the other observed and took notes. The rationale behind the decision is 
that the authors believe that two-way communication benefits the data gathering 
compared to a triangular conversation.  
 
Due to this personal style together with the possibility to record each interview, the 
authors could focus on non-verbal communication. Additionally, the electronic 
recordings allowed the authors to transcribe the interviews individually which facilitated 
the analysis process. Each interview was planned to take approximately 30-60 minutes 
and as the table 5 illustrates, the authors managed to limit the interviews to the selected 
time frame. Additional comments regarding the two exceptions are 1) the authors had to 
provide a more thorough explanation of the various concepts to EMP01 since the 
phenomenon was not clearly comprehended from the beginning, and 2) due to South 
Africa’s inadequate technological advancements, EXP05 had to reboot the wi-fi from a 
wireless router to an external internet provider during the interview.  
 
Since the authors conducted semi-structured interviews, some interviewees were eager to 
explain each situation with an example which, hence, extended the time while others gave 
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a clear-cut answer on the asked question. Although all interviewees had some kind of 
relationship to the South Africa-subsidiary, their different roles within the company 
affected their expertise about the various processes that were discussed and, accordingly, 
the time spoken about the various subjects. Since the expertise about the various topics 
varied, the authors were forced to guide some interviewees in the right direction and 
provide examples that explained the phenomenon in question. Thus, it is appropriate to 
state that some findings might have been biased. However, the bias risk is something that 
the authors tried to mitigate during the analysis process by examining the interviewees’ 
objective approach to the topic. 
 
 
4.6 DATA ANALYSIS 

Saunders et al. (2012, p. 546) argue that the purpose of qualitative data analysis is to 
determine the logic of a phenomenon, which consists of the sample interviewees’ 
subjective perceptions. In comparison to the quantitative data analysis, who examines the 
findings after all data have been collected, the qualitative data process is a continuous 
procedure of analysis (Bryman, 2002, p. 2). Additionally, the researcher has the 
opportunity to choose between an inductive or deductive approach when analyzing the 
collected qualitative data. The inductive setting allows the researcher to utilize the 
collected data as a fundament when generating new theory, while the researchers who 
chose the deductive approach construct the research approach, objective, and analysis 
based on an already existing theory (Saunders et al., 2012, p. 548-549). Due to the 
embracing of the abductive approach, this paper follows the deductive setting when 
analyzing data (Saunders et al., 2009, p. 489) 
 
According to Yin (2009, p. 130-132), four different strategies exist in the scrutinization 
process of qualitative data; (1) The researcher should pursue the theoretical assumptions 
that introduced the case study as the most appropriate method. The theoretical proposals 
structure the objective while the case study draws attention to certain data connected to 
the purpose (Yin, 2009, p. 130-131). (2) This strategy could be described as a substitute 
to the first one and is utilized when the researcher is incapable of connecting previous 
theories to the objective and hence is forced to create his/her own explanatory framework 
(Yin, 2009, p. 131). (3) This strategy is adapted when the researcher managed to collect 
both quantitative and qualitative data in need of analysis (Yin, 2009, p. 132). (4) This 
strategy includes a comparison between antagonistic theories and could be incorporated 
in each of the abovementioned strategies (Yin, 2009, p. 133-134).  
 
Since this study provides a theoretical framework that is an extension of already existing 
theories and, thus, functions as a guide throughout the thesis, it is evident that the second 
strategy is most suitable. The approach facilitates the search for complementary data in 
explicit topics since the theoretical framework dichotomizes the examined topics 
(Saunders et al., 2009, p. 489). Moreover, the selected strategy combined with the choice 
of methodological assumption is in unison with Creswell (2007, p. 148), since he claims 
that the chosen approaches create the centerpiece of the analysis of a theoretically 
oriented qualitative study.  
 
The selected data analysis-process could be divided into two parts; (1) the formatting of 
the data, and (2) the analysis of the data. The first step is continuous throughout the 
interview process since the authors record key terms and evaluating the interviewee’s 
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interpretations in order to gain a deeper understanding of the spoken phenomena. Post-
interview, the authors are expected to evaluate the notes since a greater comprehension 
of the topics now is obtained (Saunders et al., 2012, p. 550). Moreover, the authors pursue 
to transcribe each recording directly after every interview.  
 
The authors follow the suggestion made by Saunders et al. (2009, p. 488) and utilize the 
developed theoretical framework as a foundation when analyzing the qualitative data. The 
coding of the data is a pivotal part when organizing the findings in a qualitative study 
(Ghauri & Grønhaug, 2010, p. 200). Hence, the collected data is enduring coding and 
selection processes in order to remove residues that do not generate any value. 
 
The analytic method in that this paper embrace is an approach that is considered 
underappreciated but yet, frequently utilized – the thematic analysis (Boyatzis, 1998; 
Roulston, 2001). Although the concept lacks a universal definition, Boyatzis (1998) 
claims that it would rather be considered as a toolset that not only identifies themes in the 
findings but also facilitates analysis process and pattern-allocation. Due to the complex 
and ambiguous nature of the qualitative research (Holloway & Todres, 2003), Braun and 
Clarke (2006, p. 78) argues that it is pivotal to incorporate the thematic approach. The 
attribute that differentiate thematic analysis from other analytic methods is the ability to 
arrange the interviewees’ real-life experiences in various subject and, hence, generate a 
universal comprehension of the examined phenomenon (McLeod, 2001). Additionally, 
due to the flexible nature of the thematic approach, Braun & Clarke (2006, p. 85) claims 
that the method is not dependent on a certain epistemological assumption. Hence, the 
authors argue that the previous statement functions as a rationale for this paper’s 
utilization of the thematic approach as a data analysis method. 
 
Accordingly, the authors embrace Braun and Clarke’s (2006, p. 87) interpretation of the 
various phases that exist within a thematic analysis. Figure 8 depicts the various actions 
that function as a fundament in the data analysis process. Furthermore, the result of the 
thematic analysis is illustrated in appendix 10.6. 
 

Figure 8: Phases of Thematic Analysis 

 
 

Based on Braun & Clarke (2006, p.87). 
 

Familiarization with the 
collected data

Initial code generation

Theme search

Theme review

Theme interpretation

Result presentation
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Since this is a single-case study composed of 11 interviews; each conversation is analyzed 
individually directly after the meeting in order for the authors to become acquainted of 
the collected data. A more comprehensive scrutinization in the form of the thematic 
analysis is made after all interviews have been conducted in order to examine if there 
exist any patterns or deviations amongst the collected data. Here, the search, review and 
interpretation are the authors’ primary focus. Lastly, the results connected to the Likert 
Scale is ranked and explained. During the final analysis, the authors pursue to utilize the 
developed theoretical framework as a basis to confirm that the previous analysis is 
authentic. Furthermore, an additional comparison could be added in order to create a more 
universal embodiment of the observed phenomena. Although the presented theoretical 
framework functions as a foundation for the analysis, it is not unimaginable that the model 
undergoes further development along with the examination in order to enhance external 
validity.  
 

Despite the fact that thematic analysis could be considered as an unambiguous method of 
qualitative data scrutinization, it could be accompanied by various potential drawbacks 
e.g. unconvincing or inadequate analysis, mismatch between data and logical claims, 
mismatch between logical claims and theory etc. Braun & Clarke (2006, p. 94-95). Since 
all potential pitfalls seem to correspond to the errors connected to the human factor, the 
authors argue that the continuous scrutinization of the theoretical framework function as 
a rationale for the utilization of the thematic approach. 

 
4.7 QUALITY CRITERIA  

4.7.1 RELIABILITY 

According to Saunders et al. (2012, p. 192), reliability concerns the question if coherent 
outcomes in different settings can be produced if they share the same analytical practices 
and data collection measures; i.e. if the results of the thesis are consistent (Bryman & 
Bell, 2011, p. 41). Thus, it is appropriate to state that the external validity could be limited 
since the findings are only reliable if one chooses to examine the phenomena in a similar 
context, i.e. a multinational corporation in an emerging market. Nevertheless, since the 
purpose of the paper is to observe and characterize the underlying phenomenon in a 
particular setting, it would be naive to argue that another setting would produce the same 
result.  
  
As mentioned in the previous section, the selection of data collection method (qualitative 
& semi-structured) is pivotal in terms of the level of replicability and reliability. This 
paper has adopted the appropriate methodological assumptions that Saunders et al. (2009, 
p. 328) suggested, which in turn could function as a substitution for the negative 
implications regarding reliability that accompanies a single-case study (Yin, 2009, p. 45).  
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4.7.2 VALIDITY 

Bryman & Bell (2011, p. 394) argue that validity is a pivotal part to consider when 
conducting high-quality research. Commonly, the concept is dichotomized into two 
subparts – internal validity and external validity – where the former one demonstrates 
“the causal relationship between two variables” (Saunders et al., 2012, p. 193), while the 
second illustrates the level of generalizability of the findings when they are inserted in a 
different context (Saunders et al., 2009, p. 372).  
  
Due to the nature of the chosen methodological assumptions in this paper, it is appropriate 
to state that solely the internal validity-criteria would be considered to be completely met 
since the transferability of the result does not reach a satisfying level. However, 
throughout the evolution of this thesis, the authors have successfully been able to develop 
their understanding about the underlying phenomena and, hence, been adapting the 
purpose of the research in order to increase the external reliability. The developed 
theoretical framework which is based on already existing theories allows this paper to 
function as a possible basis for future research with other settings. Hence, it is appropriate 
to argue that the broad nature of the framework increases the applicability of this paper 
and, in turn, enhances the external validity (Saunders et al., 2012; Yin, 2003) 
  
 
4.7.3 GENERALIZABILITY 

An ample number of authors have discussed the concept of generalizability in previous 
academic articles. The underlying reason behind the recurring examination of the concept 
could be identified as to whether it is hypothetically achievable to generalize results that 
are generated from qualitative data collection based on relatively small sample sizes (Falk 
& Guenther, 2007, p. 2).  
 
As generalizability often is characterized as the external validity of the research, it is 
essential for the researcher to form a general awareness about his/her research validity 
(Saunders et al., 2009, p. 158). The concept measures if the generated outcome of the 
findings is applicable in conditions that are alien to the original setting in which the results 
were observed (Saunders et al., 2009, p. 158). Furthermore, Grbich (1999, p. 66) defines 
generalizability as “the usefulness of one set of findings in explaining other similar 
situations”. 
  
Due to the expansion of an already existing framework, this paper allows the findings to 
be applicable in various contexts. The conducted interviews provide the paper with 
adequate information about the researched phenomenon which increases the general 
comprehension of the effect of psychic distance and absorptive capacity on the knowledge 
transfer process. However, due to the limited resources, one could argue that the sample 
size could impede the generalizability of our findings.  
  
Hence, the rationale behind the selected number of conducted interviews is described by 
the concept of data saturation. Previous research has identified a negative impact on both 
quality and validity if one fails to reach data saturation (Bowen, 2008; Kerr et al., 2010). 
Since one size does not fit all researches, three criteria for achieving data saturation is 
presented; when the researcher is unsuccessful to obtain new information from the 
interviews (Guest et al., 2006), when additional coding no longer is possible (Guest et al., 
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2006), and when there exists an adequate amount of information to create a replication of 
the study (O’Reilly & Parker, 2012; Walker, 2012). 
  
Burmeister & Aitken (2012) argue that data saturation is not explicitly characterized by 
the number of interviews, but the depth and quality of the data. This argumentation is in 
unison with Dibley (2011) who argues that one should analyze data in terms of thickness 
and richness, i.e. thick as quantity and rich as quality. Due to this paper’s embracing of 
data collection methodologies from previous academic researches that have achieved data 
saturation, it is appropriate to state that it fulfills the abovementioned criteria for 
demonstrating data saturation (Kerr et al., 2010; Porte, 2013) 
  
Moreover, since the questionnaire which the interviews are based on is designed to be 
applicable to a multitude of interviewees, regardless of hierarchical role in the company, 
the process of reaching data saturation is facilitated (Guest et al., 2006). The utilization 
of the triangulation method also enhances the authenticity of the results (Denzin, 2009, 
2012; Stavros & Westberg, 2009). Hence, it is appropriate to argue that the selected 
methodology could justify this paper’s ability to demonstrate data saturation. Since the 
purpose of the study is not to generate a new framework nor test the statistical probability 
of an already existing one, but to create a tool that can facilitate the comprehension of the 
impacts on psychic distance on knowledge transfer, a more analytical generalization can 
be applied (Yin, 2009, p. 39). Furthermore, the presented theoretical framework which 
consists of already existing theories function as a link between valid, explicit knowledge 
and the collected qualitative data, which enhances the generalizability of the findings 
(Easton, 2010, p. 127; Yin, 2009, p. 38-39). 
 
 
4.8 ETHICAL AND SOCIETAL CONSIDERATIONS  

For in-depth, qualitative interviews, the ethical aspect is assuredly of importance as a 
large proportion of the findings is based on the information gathered from these 
interviews. As mentioned by Bryman & Bell (2011, p.122), Diener and Crandall (1978) 
identify four key areas that are to be reconciled with when considering the ethical aspect 
of the study: 

Whether or not harm comes to interviewees 

This ethical aspect may not be the most relevant for the type of discussion the interviews 
hold, particularly not the physical harm facet that the aspect also calls for (Bryman & 
Bell, 2011, p.128). However, what is perhaps more appropriate to consider is to make 
sure to exclude personal opinions about the organization that potentially could harm the 
interviewee’s career. Information from the interviews may also cause an unveiling of the 
fact that the employee has not critically reflected upon the training he/she received. This 
can also again be interlinked with a misinterpretation of the company’s core values and 
training. It is important that such information is handled with cautiousness in order to 
make sure no interviewee is harmed in one way or the other.  

Informed consent 

Before publishing any results or findings, it is ethical to make sure “prospective research 
interviewees should be given as much information as might be needed to make an 
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informed decision about whether or not they wish to participate in a study” (Bryman & 
Bell, 2011, p.133). Although an interviewee may agree to the information he/she has 
disclosed, the analysis and interpretation of that information could be misrepresented. On 
the other note, the interviews are personal, meaning the interviewee is very much aware 
if he/she is contributing towards the study or not. It would be immoral to use any 
information that is expressed outside the scope of the actual interview itself, for instance 
in a casual conversion. 

Invasion of privacy 

Bryman & Bell (2011, p.136) state that the subject of privacy when considering the ethical 
implications of a study are regularly associated with the concepts of anonymity and 
confidentiality. In order to respect the privacy of the interview interviewees and also 
allow for possibly more genuine discussions, the interviewees are throughout the study 
be kept anonymous. The only description that is shared for discussion purposes is whether 
the employee is an expat or a local talent. Personal information regarding the interviewees 
is undoubtedly kept confidential, which also shines a light on the discussion and overall 
findings rather than the personal information of the interviewees.  

Deception 

The ethical aspect of deception is of relevance for any study collecting some sort of 
qualitative data. Not only does deception relate to the ethical aspect of representing 
“research as something other than what it is” (Bryman & Bell, 2011, p.136), but 
unintentional deception can also lead to a loss of validity of the results. In order to reduce 
the chance of both of these types of deception happening; intentional and unintentional, 
every interview systematically starts with a short presentation of what the authors are 
investigating along with the theories that the study is founded upon.  
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5. PRESENTATION OF CASE 

 
The following chapter presents the single case that is analyzed throughout the study in 

order answer the research question. The chapter aims to provide the reader with 
background information with the goal of assisting the reader’s understanding of the 

context of the knowledge transfer process. Lastly, the chapter provides a more specific 
explanation of what the study  

 
 
 
5.1 HENNES & MAURITZ (H&M)  

Hennes & Mauritz AB is a Swedish multinational fashion retailer that specializes in fast-
fashion clothing with a vision to offer fashion and quality clothing at the best price in a 
sustainable way (H & M, 2018). After 72 years of operations, the company now operates 
71 different markets and has a total store count of 4,433 as of November 30th, 2018 (H & 
M, 2018). Besides rapid expansion to markets ranging from Peru to Australia, to South 
Africa, the company has diversified and acquired eight additional brands; COS, 
Weekday, Cheap Monday, Monki, H&M Home, & Other Stories, ARKET, and Afound, 
which together create a concern by the name of H&M Group (H & M, 2018). The concern 
that in 2018 had net sales of 210 billion SEK was in 1947 just a womenswear store called 
‘Hennes’, already then with an idea of “making fashion available and affordable for 
everyone” (H & M, 2018, p.5), something that at the time was considered unique as 
fashion clothing, for the most part, was for the middle- to upper-class (H & M, n.d.-a). 
  
H&M’s core values are one of the many things that the organization is proud of (H & M, 
n.d.-a, 2015, 2017, 2018). These are used as a basis for key decision-making processes 
and how H&M wants to set themselves apart from other competing retailers (H & M, 
2018). They have been maintained since the very start in 1947 in order to make sure that 
the company keeps the “same entrepreneurial spirit and values-driven way of working” 
(H & M, 2018, p.4), but also to create an honest and open work environment where 
possibilities are endless for the reason that people are allowed to express themselves. 
Worth mentioning about H&M’s values is also that they emphasize that they are for 
something that they are striving of being or becoming but rather something that is already 
part of every employee. The company’s culture is based upon the seven following values 
(H & M, n.d.-a.), in no particular order: 
  
We are one team.  
This value stresses the importance of sharing knowledge, expertise, experiences, etc., 
between all organizational levels in other to reach richer conclusions and outcomes. 
Furthermore, this value highlights that the company prefers to do things together, as a 
team, rather than individually in isolation in order to achieve set goals as well as make 
employees feel respected and valued for who they are. This value arguably also touches 
upon that diversity in gender, culture, ethnicity, religion, etc. among staff should not 
divide the company into groups, but instead make them stronger (H & M, n.d.-a). A 
central tool that H&M really reiterates is encouraging the giving and accepting of 
feedback. This particular tool can be characterized by this value as one comprehensive 
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team supports each other by accentuating one another’s strengths and areas of 
improvement. 
  
We believe in people. 
Trust and belief in the workplace are central themes when it comes to this particular value. 
This also ties in with believing that employees are able to grow and develop their skills 
and competencies and allowing that by giving colleagues great responsibility. The 
company believes in that through individual and team development, the company as a 
whole will flourish as well (H & M, n.d.-a). Trusting and believing in employees will also 
contribute to the employees respecting each other along with each and every one’s 
competencies, leading to an open and fruitful work environment. 
  
Entrepreneurial Spirit. 
This characteristic of the company highlights the desire to stand out from the other retail 
competitors in the form of opportunity creation and making an instant difference. 
Entrepreneurial spirit also covers the aspect that even though H&M currently ia one of 
the largest global players in the fashion industry, they are still keen on continuing to set 
new grounds in order to “remain the first choice” (H & M, n.d.-a). Having the spirit of an 
entrepreneur also involves being creative and inventive, which are components that H&M 
themselves define as definite ingredients to their current and previous success. 
  
Constant Improvement.  
Linking together with ‘entrepreneurial spirit’ is the aspiration to continue developing as 
a company. Just like an entrepreneur, the company describes itself as never being satisfied 
with what has been accomplished and always wanting more. By widening expectations, 
it enables new, higher goals to be reached by constantly reacting to customers, global 
trends, and industry movements. Emphasizing the desire to constantly improve also 
connects in with that H&M believes in the growth and development of its team.  
  
Cost-conscious. 
This aspect of the company culture is heavily linked with the sustainable aspect of the 
company’s operations. Although it may seem separate from the other values at first, it 
should be an underlying element in all of the other values. The company does not describe 
being cost-conscious as only limiting spending, but rather limit the spending that does not 
contribute value to the business (H & M, n.d.-a). This value also covers the use of 
resources responsibly, meaning that it is not only financial costs that fall into this value. 
It also makes sure that the company’s operations do not create unnecessary loss or damage 
to its social and environmental surroundings.  
  
Straightforward and Open-minded.  
Being straightforward and open-minded is a foundation that needs to exist in a workplace 
for giving and accepting feedback to work. A feedback culture also depends on people 
being honest and sincere directly to each other, instead of colleagues talking about one 
another behind their backs. Straightforwardness and being open-minded are two qualities 
that support an “inclusive and welcoming workplace” (H & M, n.d.-a), leading to 
productive energy that will bring value to the business (H & M, n.d.-a). Here, the 
company’s characteristic of being inclusive and open about diversity among staff also 
plays a significant part. The company emphasizes being open-minded not only about 
other people’s ideas and culture but also their personal style, which is especially essential 
for a fashion company. 
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Keep it Simple. 
What is also in the DNA of H&M is making sure tasks are not over complicated. They 
believe the “smartest solution to any challenge is often the simple one” (H & M, n.d.-a). 
Relating this back to trust and belief, this could, for example, mean believing in your 
colleagues’ intuition when approaching or solving a challenge. Additionally, keeping it 
simple also plays a part in the ‘one team’ aspect as keeping it simple may reduce 
hierarchical and structural complications when making decisions. They are in the belief 
that having to go through hierarchical decision-making levels slows down the momentum 
of the company, which is something that they are very keen on keeping. 
 
  
5.2 SOUTH AFRICA  

South Africa geographically lies at the southernmost edge of the African continent with 
an estimated population of 57 million (Stats SA, 2018, p.1). The population encompasses 
a great diversity of ethnicities, languages, cultures, and religions, even so much that the 
country considers 11 of the languages spoken to be official (Stats SA, 2018). Of these 11 
languages, two are of European descent; English and Afrikaans, which are both inherited 
from earlier Dutch and British colonialism. English is the most common language of use 
in public and commercial communication, even though it is only the fourth-most spoken 
language across the country (Stats SA, 2011). In terms of ethnicity within South Africa, 
almost 81% of the population is black African, 9% are colored, 8% white, and 2,5% 
Asian. This displays how although the population is known to be diverse, even by some 
referred to as the ‘rainbow nation’ due to its multiethnicity (Brown, 2008), the population 
is still largely made up of black Africans (≈81%). These five groups are officially used 
by the country in order to differentiate between ethnicities among the population (Stats 
SA, 2018). The three largest cities in South Africa are Johannesburg (9,167,045), Cape 
Town (4,004,793), and Durban (3,661,991) (United Nations, 2018), all arguably located 
inconveniently far apart from each other. As a result of the country being part of the 
informal group of states that construct BRICS (BRICS, n.d.; The dti, n.d.), South Africa 
(S) is categorized alongside Brazil (B), Russia (R), India (I), and China (C) as an 
emerging market (BRICS, n.d.) 
 
In terms of purchasing power parity, South Africa is the second-largest economy in Africa 
behind Nigeria (IMF, n.d.). However, the country places among the bottom 10 countries 
in the world when it comes to income inequality, measured by the Gini coefficient (IMF, 
n.d.). This correlates with the fact that the country struggles with high rates of poverty 
and unemployment, particularly among black Africans (Stats SA, 2018). As of the end of 
the third quarter of 2018, Stats SA declared an unemployment rate of 27.5% in South 
Africa (2018).  
 
In order to better comprehend the South African culture and how the society behaves, 
Hofstede’s six cultural dimensions have been applied to the country (Hofstede Insights, 
n.d.).  
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Figure 9: South Africa’s Cultural Dimensions 

 
Based on Hofstede Insights, n.d. 
 
Power Distance (49) 
For the most part, people accept their role and their power within a hierarchical structure 
without the need for a reason behind it (Hofstede Insights, n.d.). 
 
Individualism (65) 
A score of 65 indicates that South Africa’s culture is of the individualist kind. 
“Individuals are expected to take care of themselves and their immediate families only” 
(Hofstede Insights, n.d.). For the business aspect, merit is the only trait that promotion 
and hiring should be based upon and an employer’s relationship with its employees is 
purely based on “mutual advantage” (Hofstede Insights, n.d.). 
 
Masculinity (63) 
In terms of motivational factors, South Africa is a masculine society in that people “live 
in order to work” (Hofstede Insights, n.d.). Managers are expected to be confident and 
forceful and businesses tend to focus on “equity, competition and performance” 
(Hofstede Insights, n.d.). 
 
Uncertainty Avoidance (49) 
With a score of 49, the country’s culture is considered to have low uncertainty avoidance, 
meaning that uncertainty is accepted in life and people prefer to take on days as they come 
(Hofstede, 2011). The culture is generally complacent with stress and anxiety as well as 
tends to be okay with switching jobs (Hofstede, 2011).  
 
Long Term Orientation (34) 
Rather than saving for the future, there is a tendency for people to spend disposable 
income in the present in South Africa. This also ties in with that people appreciate results 
to be abrupt. Traditions are also highly valued and treated with great respect. 
 
Indulgence (63) 
South Africa possesses “a positive attitude and have a tendency towards optimism” 
(Hofstede Insights, n.d.) and highly value leisure time. Cultures with degrees of 
indulgence also see freedom of speech as essential and there tend to be a higher proportion 
of people who declare themselves to be happy compared to restrained societies (Hofstede, 
2011). 
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5.3 HENNES & MAURITZ – SOUTH AFRICA 

H&M opened its support office for South Africa in Cape Town in March 2015 (H & M, 
2015). The company has previously had franchises operating in Egypt and production 
offices in Ethiopia, however, South Africa was to become the company’s first fully owned 
operational market in Africa (H & M, 2015). The first store opening occurred in October 
2015 in Cape Town. Since then, the company has placed an extensive focus on driving 
sales and expansion in the country leading to the store count currently standing at 25 (H 
& M, 2018). Roughly half of the stores are located in the Johannesburg and Pretoria 
region where the largest part of the population lives (H & M, n.d.b). The other half of the 
stores are spread throughout the rest of the country situated in cities such as Cape Town 
(5), Durban (3), Port Elizabeth, Polokwane, Nelspruit, East London, among a few more 
(H & M, n.d.b). 900 employees are currently employed in the country with 6 working at 
the regional support office in Johannesburg and 45 working at the support office in Cape 
Town, while the others are mainly stationed in stores or the distribution center. 
 
 
5.4 DELIMITATIONS OF THE CASE STUDY 

Following, the delimitations of our case study is presented. The delimitations have been 
chosen and taken into account in order to increase the validity and reliability of the case 
study. 

 
• The study solely analyzes the knowledge transfer and the message adaption associated 

with the establishment of Hennes & Mauritz subsidiary in South Africa and therefore 
does not include any data from other market establishments within the company. 
Although it may have been intriguing to compare a plurality of market entries to 
comprehend similarities and contrasts of transferring knowledge and adapting the 
message to the receiver, all countries are in some way or form different. Hence, the 
authors made the decision to alone aim the attention at the South African subsidiary 
establishment. Furthermore, South Africa was the first market H&M was entering in 
Southern Africa (H & M, 2017) meaning that even if the authors wanted to compare 
how the company transferred existing knowledge in different markets, it would have 
had to be a comparison between two markets that are geographically far apart.  
 

• H&M is the only MNC that is investigated throughout the study along with their South 
African establishment. Although other MNCs as well as rival retailers, for instance, 
Zara (Inditex, 2017), have also set up subsidiaries in South Africa, their procedures 
and operations are not considered during this study. By only studying H&M, the 
analysis is able to be more thorough and exhaustive, allowing for a more detailed 
understanding of the underlying factors that exist. 

 
• Although eight other brands exist within the H&M Group (H & M, 2018), the only 

brand that is investigated throughout this study is H&M. Firstly, this allows the study 
to provide deeper and more detailed insights into how the process of knowledge 
transfer is influenced by affecting factors as merely one brand and its competitive 
characteristics are placed under the magnifying glass. Secondly, as of now, none of 
the other brands within the H&M Group currently operate in the South African retail 
market, which makes inquiries about the other brands’ establishments in the country 
troublesome to say the least. 
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• South Africa’s variety in ethnic backgrounds and languages (Stats SA, 2018) may 

become troublesome when analyzing the impact of cultural distances on the 
knowledge transfer process. If a national culture contains various different ethnicities 
and languages, interviewees may perceive the national culture differently depending 
on which ethnicity and/or language they are referring to. 
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6. EMPIRICAL FINDINGS 

 
First off, explanations of terms that emerged from the findings are made in order to 

assist the reader in comprehending the data. The chapter then presents the findings that 
arose from the qualitative data collection.  

 
 
 
6.1 EXPLANATIONS 

Hoodie Incident 
In January 2018, H&M was criticized worldwide for a promotional image of a black child 
wearing a hoodie with a print that stated, “coolest monkey in the jungle” (Fortin, 2018). 
Among the biggest uproars occurred in South Africa where stores temporarily closed as 
a result of protests taking place in some of the company’s stores (Fortin, 2018).  
 
Township 
A township was the name for a racially segregated urban area particularly for non-whites 
during apartheid, a name that is still commonly used for a less developed urban area 
(Ellapen, 2007). 
 
DC 
Distribution Central. The location where all garments are stored before they are allocated, 
or redistributed, out to the stores. This can for other companies be referred to as a 
warehouse. 
 
 
6.2 ADAPTION TO AN EMERGING MARKET 

Although the topic ‘adaption to an emerging market’ could refer to a multitude of 
influential factors, the authors chose to add it to increase the general understanding of the 
obstacles that H&M faced in South Africa. Hence, this part functions as a narrative 
representation of how the organization modified its operations.  

Upon analyzing the South African market, EMP01 strongly expresses the hierarchical 
structure that nowadays is a central part of the retail industry. EMP01 further argues that 
the vertical organizational structure contributes to a dissonance in the harmony that exists 
within the company which, in turn, leads to a more individualistic organization where the 
employees don’t function as an entity, but rather separate cogs in the organizational 
gearwheel. 

EMP01: “The retail environment in certain of the retailers in South Africa it's very 
central. It's about each team member working in a silo. Everyone not working in synergy, 
not as a team. It's about everybody's specializing only in a certain function.” 

The synergistic perspective reflects EMP01’s answers throughout the interview since the 
discussion connected to H&M’s core value ‘we are one team’ reappear in the various 
parts of the conversation. EMP01 further accentuates the lack of motivational factors in 
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the South African market where the non-existent conversation among the organizational 
members creates a motionless environment and thus, narrows both the employees’ and 
organization’s objectives. 

EMP01: “In the South African retail market, the direction is sometimes ‘this our way’ 
and there's no input from the team members within that company. So, you just get the 
direction. There's the vision, there's the goal. This is the action plan and you just need to 
follow through. No communication.” 

Additionally, EMP02 and EMP04 explain the lack of conversation as a cultural 
characteristic where the employees avoid asking questions in order to avoid being 
perceived as unintellectual. Moreover, EMP01 describes that the nature of the South 
African industry inhibits the entrepreneurial spirit amongst the members since they are 
constrained to their current responsibilities which makes it complicated for them to climb 
the organizational ladder. 

EMP01: “It's about you being straightforward and engaging how you… What are your 
challenges, what support you need? And that is what I like about it. And that is the biggest 
challenge because the retail culture in South Africa is very much intimidating. It limits 
how you could go and directly engage with a store manager. You have a sense of fear; 
you have a sense of anxiety”  

In contrast, EXP03 emphasizes the importance of H&M’s organizational structure and 
exemplifies that some South Africans might find it troublesome to clearly comprehend it. 
EXP03 further adds that the South Africans’ perception of a power structure within a 
company confuses the employees when they are put in a flat organization. Since they are 
able to have dialogues with superiors in H&M’s organizational matrix, they exploit that 
opportunity by constantly asking how one should carry out specific tasks rather than find 
their own solutions.  

Additionally, EXP03 accentuates the inadequate infrastructure that is a key characteristic 
of an emerging market. EXP03 further states that the lack of expertise in the South 
African market decreased the pace of the establishment process. This is in unison with 
EXP01 who states that even though H&M functioned as pioneers and could bear the fruit 
of the unexploited South African fashion market, they also faced a lot of practical issues. 
For example, 70% of the 900 recruits lived in townships and did hence not have access 
to proper education. EXP01 also argues the nationalistic disparities that could be 
considered as an impact from apartheid, which creates internal tension between the South 
Africans. Additionally, EXP02 expresses that H&M’s external pressure in the form of 
alien beliefs and norms creates a dual-approached tension for the South African 
employees and hence, could lead to ambiguity in the workplace.  

EXP01: “Apartheid officially ended in 1994. That is 25 years ago. However, it is evident 
that apartheid still exists among the people of South Africa” 

Additionally, another macroeconomic fallout from apartheid is the politicians’ attempt to 
quote individuals into workplaces by enact legislation that advocates multiculturality in 
organizations. EXP02 briefly claimed that the regulative obstacles were not severe to 
overcome, but rather a dilemma that HR had not encountered before the establishment in 
South Africa.  

Although South Africa could be considered as a country that faces many obstacles, 
EXP02 emphasizes the South Africans’ dedication in their architecture for a better future 
– both for the country and for the people. EXP01 and EXP05 further add that the entrance 
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of a foreign multinational enterprise function as an enhancer in the quality of living since 
the organization creates jobs which increase the GDP per capita and hence, increases the 
income from taxes that could be used to strengthen the infrastructure. Furthermore, 
EXP05 clearly expresses that the dyadic exchange characterized by the populations’ 
ambition could lead to a prosperous South African marketplace in the future.  

EXP02: “We had people who walked for three hours just to participate in an interview 
as a salesman. That is something that never would happen in Sweden”.  

Another important tool that is frequently used in the learning process is H&M’s internal 
e-learning platform GROW. EXP02 states that by utilizing the online platform, the 
employees could easily determine a suitable pace of their own development. However, 
due to the lack of technological advancements in South Africa, the price of data is 
overcharged and therefore hampers the possibilities for e-learning. Even though the e-
learning platform has faced some minor road bumps during the years, EMP03 claims that 
the incorporation of H&M’s core value “constant improvement” in the learning process 
has standardized a rapid pace from the beginning that all employees now are comfortable 
with.  

EMP03: “One of the many things that keep me here is the fact that your learning curve 
doesn't change. So, the learning curve continues to be that kind of steep, when you are 
just at a rapid pace and just getting new knowledge. You don't get to the position where 
you are kind of complacent in your role and it's like a little bit bored with this, there's 
always an opportunity to extend and grow and learn something new. I think it's a bit of a 
product of the fact that we have a new market.” 

One another note, EMP03 comments that South Africa’s dark history has brought a 
certain level of awareness to the population that cannot be found in another country. In a 
true H&M spirit, EMP03 further explains that an organizational scandal in the form of 
the ‘Hoodie Incident’ could have been avoided if the people behind the advertisement 
shared the same mindset at South Africans.  

EMP03: “Judging by last year by the ‘Hoodie’, that was just an extremely clear 
indication that… I mean look at some of the European markets, […] it wasn't a blip on 
the radar. I was just like, okay, like we understand that. But here, it's so deeply ingrained 
that the instinct if any of us had seen that before it was released, the instinct would 
definitely have been like... ‘hang on’.” 

While discussing the organizational climate, several interviewees argue that the 
embracing of the core value ‘we believe in people’ results in a mutual trust among the 
employees. EXP04 further states that the core value initially originates from the 
Scandinavian culture and that the same level of trust cannot be replicated to the South 
African market: 

EXP04: “We believe in people was one of the pillars that we questioned the most in the 
beginning.” 

Furthermore, EXP04 uses cutlery, cups, and plates that are purchased for the kitchens in 
the stores as an example of this challenge as these things would disappear. This led to 
eventually cutlery, cups, and plates not being replaced by H&M once stolen since it won’t 
stay in the store. Some of the expats (EXP01, EXP02, EXP05) described how unfortunate 
the lack of trust is as they point out how the company wants to enter the South African 
market with the same mentality as in any other market H&M operates in. EXP04, one 
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who extensively discussed this challenge, mentioned how this was when the company 
had to adapt this value to the local environment. Not necessarily get rid of the trust and 
belief in staff, but rather find a level of believing in people in the South African way, 
which makes sure that H&M gives employees as much space for trust that is possible for 
the company to still get what it needs. This also ties together with changes in compliances 
of routines of for example stock control that has to be made as a local adaption to the 
South African market.  

Additionally, EXP01 accentuates the importance of the practical training processes where 
all employees who were hired at the very start had to visit a market where H&M already 
was established in and execute their training. Hence, it is essential for all newly hired 
employees to ‘empty their glass’, leave their comfort zone and embrace the new 
organizational values and beliefs. EXP01 further explains that it is pivotal that the 
organization tailors the training process based on the individual employees and the market 
that they are going to operate in. The rationale behind the customized training ground is 
to prepare the newly hired employees to a setting that is similar to their own. EMP02 
explains that the choice of training ground is not only based on cultural resemblance, but 
that the organization adds macro-environmental factors such as political, economic, and 
ecological forces. For example, the regulations in South Africa concerning labor and 
safety share many characteristics with legislations in England, Greece, and Australia. 
Accordingly, London and Athens were considered as appropriate training locations when 
EMP02 was introduced to his role as a safety manager. EMP01, EMP03, EMP04, EMP05, 
and EMP06 could also be used as examples of this training technique since their training 
was tailored for their appointed position. The interviewees’ training in Stockholm, 
Sweden did not only provide them with general knowledge about the organization but 
also practical expertise that is beneficial in their daily tasks.  
 
 
6.3 ORGANIZATIONAL CULTURE 

EXP02 mentions that it is not only H&M’s core values that need to be adapted to the local 
market but also the tools that are utilized when one communicates the values. For 
example, the organization’s solution to the problem connected to technology was to 
reintroduce classical classroom training. According to EXP03, value workshops is 
another method that has been very successful in the general comprehension of the core 
beliefs of the organization. 

Although the organization has developed a method to adapt the global core values into a 
local context, EXP05 claims that H&M does not have an explicit plan for the expatriates 
and therefore could the strategy only be applicable in the training of new recruits. EXP03, 
who has been working within the organization in a multitude of countries, also recall that 
they were not provided with any country-specific training before the transition to the 
South African market. EXP05 further adds that expat-specific training is not a necessity 
since the incorporation of the values on a daily basis function as a reality-based learning 
platform.  

EXP05: “In H&M's culture, it's very much learning by doing, learning by experiencing. 
And I can say there is no such thing as a country manager training as per se. It really 
depends on your individual kind of experience, your level of leadership and what you've 
been exposed to before. […] I would almost say I've had 16 years of training, let's call it 
that way, or 34 years of life training.” 
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Upon discussing the concept of experience, EXP03 accentuates that it is essential for the 
individual to be aware of the various cultural contexts before he/she starts operating in 
them. Moreover, EMP01 explains H&M’s introduction process of the horizontal structure 
to the employees during the first week of training. Despite the position in the 
organizational pyramid, all newly hired employees need to experience training connected 
to H&M’s core business – the sales floor. Working the sales floor as well as other in-store 
tasks is not only experienced by new staff but is also required by management in the 
support office a few days a year in order to continuously remember the business’s core. 
In that manner, the organization separates the new employees from their former habits 
and hence, allows them to accept the flat ethos. Additionally, EXP01 emphasizes that the 
organization constantly reminds its employees of the non-hierarchical structure since no 
one is superior enough to avoid getting his/her hands dirty. EXP02 claims that although 
H&M tried to adapt their processes to the local market, the South Africans’ general 
comprehension of a flat organization was one of the greatest challenges in the learning 
process.  

Additionally, EXP02 claims that the follow up-training is another important cornerstone 
in H&M’s foundation. EXP01 further adds that the organization provides the new recruits 
with a mentor from day one in order to ascertain that proper training is conducted. The 
mentor is carefully chosen by HR where they match the two individuals based on criteria 
not only on job descriptions but also macroeconomic factors – such as legislative and 
socio-cultural forces - that might have some effects on the daily operations. Furthermore, 
EMP02 adds that the learning process is very individual since each employee is 
characterized by different skillsets and experiences, and it would, therefore, be absurd to 
apply the same action plan in the form of structure and length for every employee.  
EMP01 further describes the dynamic structure of the learning process where it is a 
continuous procedure based on trust, self-development, and exchange of information:  

EMP01: “We have our weekly feedback sessions. We have to engage with our team 
members. We've got our dialogues where we have to empower our team members where 
we speak about the development. There's such a lot of engagement on a daily basis. Our 
values are every day. It's not specific days, it's not specific months. It's not specific events. 
There will be certain highlighted events where they will have a session on values, but our 
values are every single day being spoken about. If you walk out into the store, every team 
member is a brand ambassador of the values”. 

The continuous reflection in the form the feedback culture is a recurring topic in all 
interviews. Upon analyzing the evaluation process from HR’s perspective, EXP02 claims 
that the feedback culture is a central component in H&M’s machinery. The frequent 
evaluation process is incorporated in all value-adding activities in order to elaborate on 
every single action that is taken by the company. For example, EXP02 - who had an 
essential role with learning and training in the subsidiary’s establishment in South Africa 
- claims that the regular feedback sessions resulted in the knowledge base that changed 
approach to safety. Hence, the constant exchange of information between the employees 
is a pivotal part of the knowledge transfer process since the organization incorporates the 
transferred know-how into practical settings rather than just analyzing them from a 
theoretical perspective. EMP1, EXP01, and EXP02 concluded that the conversion from 
theory to reality is correlated to a method called ‘storytelling’. EMP01 further explains 
that the concept of storytelling is to connect the organization’s values or beliefs to a 
certain event that the recipients are familiar with in order to facilitate the general 
comprehension of the message. EMP04 further adds that by utilizing this method, the 
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employees could easily receive, comprehend, and apply the given techniques to the 
appropriate setting. 

 
6.4 HQ-SUBSIDIARY RELATIONSHIP 

When the interviewees were asked about how they would describe the HQ-subsidiary 
relationship, particularly the local staff, many referred to the overall organizational 
culture across the brand globally to describe how they viewed it. The way the 
organizational culture is formed in the company makes all employees feel inclusive and 
being part of the same team, regardless of position, which EMP01 touches upon: 

EMP01: “When you look back at the end of the day, that sense of teamwork, that sense 
of support that you get from your team irrespective if it’s a sales advisor or a store 
manager. Even if it’s a country manager who joins in on any level within our functions, 
within the business, from headquarters, from in Sweden, from DCs, from anywhere.” 

When reflecting upon the learning process, EMP01 emphasizes the organization’s 
ambition to primarily transferring the heart of the company to the employees - i.e. the 
core values. EMP01 further explains that the employees need to apply the values in 
practical settings rather than just acquire the theoretical interpretation of them. EXP01 
adds to the importance of correct learning and training from the very start when 
establishing a subsidiary: 

EXP01: “I know that if you cheat here [at the start], it will be very costly later on as you 
will have to bring in specialists from other countries again in order to save the situation.” 

Since the support from other countries is so extensive at the start alongside training abroad 
with mentors for the staff, it is crucial to use this chance to build a subsidiary that can 
sustain itself. 

EXP01 further emphasizes the value of the support that the staff gets early on as 
employees get to work closely with an experienced mentor. Initially in an already 
established market abroad, in this case Sweden for most, and thereafter receiving support 
from the mentors during the initial phase of the first South African store openings. This 
causes strong relationships between new staff and mentors to be built, which can be very 
costly to replicate later on.  

Later on, the initial staff that received this training will have to carry the message forward 
when additional stores are opened in the local market. If you at this stage haven’t been 
taught correctly, then everything will start to fall apart. EXP01 uses the analogy of a blind 
person guiding another blind person to describe why the initial training is so important 
when setting up a new subsidiary.  

Upon analyzing the time frame of the learning process, EXP02 argues that it is important 
to have an exit plan before beginning with the recruitment process. The rationale behind 
that statement is that the aim of the organization is to create an autonomous subsidiary 
that is not dependent on expatriates. EXP02 further adds that the implementation of an 
exit plan creates a sustainable organization. Additionally, EXP04, who shares the same 
mindset as EXP02, accentuates the financial benefits by a well-planned training process 
by explaining the strategic significance of the transition from an expat to a local 
employee. 
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EXP04: “There's a need to have an exit plan […] Thus, we were very keen from the 
beginning on really driving that knowledge transfer to be able to handle it to a local 
team.” 

Furthermore, EXP03, who is the head of merchandise in South Africa, who hence works 
closely with the DC and how they handle garments, alluded to that training for proper DC 
operations was not sufficient.  

EXP03: “I believe the mistake we did in the DC, especially with transferring knowledge, 
we had so many different people supporting. I think there was no one staying for a long 
enough time.” 

Because there were so many different supporting staff where no one stayed for a longer 
period of time, employees at the DC were being told different things. The training and 
learning process was therefore not constant leading to confusion about the correct way of 
operating the DC according to H&M ways. EXP03 added that the support that came from 
abroad were perhaps not relevant enough for training a DC in the southern hemisphere 
taking into account the different setup compared to the northern hemisphere DCs. This 
affected the stability of the DC team by not having everyone work on the same page. 
EXP03 suggested that support should have stayed for a longer period of time in order to 
assure that things were done correctly. Moreover, training and teaching the DC was 
thought by EXP03 to need to be less adapted to the local environment than perhaps other 
operations for example in a store.  

 

6.5 PSYCHIC DISTANCE 

One of the key components that affect the level of noise in the theoretical framework in 
this study concerns the factors correlated with psychic distance. Although the 
interviewees could identify some factors that possibly disturb the knowledge transfer 
process, the answers could not function as a strong basis for an analysis. Hence, the 
authors have generated a Likert Scale in order to be able to withdraw some tacit 
knowledge from the interviews. The part concerning psychic distance examined to what 
degree the following factors had been significant in the establishment of the subsidiary. 
The ranking ranged from 1 to 5 where 1 was considered to have no real significance while 
5 corresponded to very great significance. A summary of the Likert Scale is illustrated in 
appendix 10.3.  

 
Table 6: Psychic Distance – Culture 

 
EMP

01 
EMP

02 
EMP

03 
EMP

04 
EMP

05 
EMP

06 
EXP 
01 

EXP 
02 

EXP 
03 

EXP 
04 

EXP 
05 

Culture 3 4 4 5 3 5 5 5 4 2 3 
 
The majority of the interviewees (4 EMP & 3 EXP) agreed upon the statement that the 
cultural factor had some influence when establishing the South Africa-subsidiary. An 
interesting observation is that the local employees were aware of the implications that are 
correlated with their domestic culture as well how they were forced to adapt their own 
perspective in order to fit into H&M’s frame of social norms and beliefs. Among the 
expatriates, only 2 out of 5 shared the perception that the cultural factor was not 
significant in the establishment of the subsidiary. EXP01 argues that H&M’s culture is 
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adaptable to the local culture, but that South Africa had many dissimilarities with H&M’s 
7 core values.  

 
Table 7: Psychic Distance – Language 
 

EMP
01 

EMP
02 

EMP
03 

EMP
04 

EMP
05 

EMP
06 

EXP 
01 

EXP 
02 

EXP 
03 

EXP 
04 

EXP 
05 

Language 3 3 1 5 3 2 3 3 2 1 2 
 
As illustrated in the table 7, all interviewees except one (EMP04), strongly expressed the 
insignificance of the differences in language in the establishment process. Although 
several interviewees highlight the fact that South Africa has 11 official languages, they 
argue that the multiple usages of languages enhance the comprehension of the values. 
EMP02 states that several English words do not translate directly into Zulu, and hence it 
is important for the bilingual South Africans to explain and help each other in the search 
for the true meaning of H&M’s core values. EMP02 explained this with the following 
statement.  

EMP02: “We will be South Africanizing the values. It doesn't change the core aspect of 
the value, but it does twist it.” 

 

Table 8: Psychic Distance – Level of Education 
 

EMP
01 

EMP
02 

EMP
03 

EMP
04 

EMP
05 

EMP
06 

EXP 
01 

EXP 
02 

EXP 
03 

EXP 
04 

EXP 
05 

Level of 
Education 2 4 4 5 3 3 2 3 2 4 2 

 
EMP02, EMP03, EMP04, and EXP04 believed that the level of education affected the 
establishment of the subsidiary to some extent. Additionally, all interviewees highlighted 
the importance of implementing proper training about the organizational values based on 
the employees’ current positions. EMP03 strongly expressed that market matching is 
essential in the learning process for new employees rather than the previous academic 
background.  

EMP01: “Numerous team members were employed within our business based only on 
their attitude, not based on if they had finalized the matric or finalized their senior school. 
[…] My sense of belief […] within H&M is that any person that has the right attitude, 
any person that has got the right values, that person has got the immense potential to 
grow in any position.” 

Additionally, EXP05, who has played a key role in the subsidiary’s establishing process 
explained explicitly the main mindset that the organization has when recruiting with the 
following phrase. 

EXP05: “H&M […] hire for attitude and then we train for skill” 
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Table 9: Psychic Distance – Level of Infrastructure 

 EMP 
01 

EMP
02 

EMP
03 

EMP
04 

EMP 
05 

EMP 
06 

EXP 
01 

EXP 
02 

EXP 
03 

EXP 
04 

EXP 
05 

Level of 
Infrastr
ucture 

3 4 2 5 4 4 5 3 4 3 4 

 
Similar to the cultural factor, the majority of the interviewees agreed upon the statement 
that the level of infrastructure affects the establishment of the subsidiary to a certain 
degree. EMP02 highlights that the level of infrastructure is an obstacle that is not limited 
to South Africa, but rather the whole continent. Upon describing the problems concerning 
infrastructure, EMP01, EMP02, EMP03, EXP03, and EXP05 explains the 
inconveniences behind the lack of proper public transportation and how pivotal deliveries 
have been delayed due to technological complications.  

 
Table 10: Psychic Distance – Political System 

 
EMP 

01 
EMP

02 
EMP

03 
EMP

04 
EMP 

05 
EMP 

06 
EXP 
01 

EXP 
02 

EXP 
03 

EXP 
04 

EXP 
05 

Political 
System 1 5 4 4 2 4 3 2 3 2 3 

 
EMP01, EMP02, EXP01, EXP02, EXP03, EXP04, and EXP05 share the strong 
assumption that the political system in South Africa could not be characterized as an 
influential component in the establishment of the subsidiary. However, EXP01 clearly 
states that even if South Africa abolished apartheid a long time ago, it is evident that it is 
still existent subconsciously in the national culture. EMP02, EMP03, EMP04, and 
EMP06 who had different roles compared to the expatriates, strongly expressed that 
South Africa’s political environment has caused stricter regulations that affect their tasks 
on a daily basis. EMP03 concluded this perspective with the following statement.  

EMP03: “It's very regulated. […] I think it would be quite difficult to get the Swedish 
culture in there.” 

 
Table 11: Psychic Distance – Business Ethics & Accepted Business Practices 
 

EMP
01 

EMP
02 

EMP
03 

EMP
04 

EMP 
05 

EMP 
06 

EXP 
01 

EXP 
02 

EXP 
03 

EXP 
04 

EXP 
05 

Business 
Ethics  4 5 4 4 4 4 4 4 3 4 5 

Accepted 
Business 
Practices 

3 4 2 3 3 4 3 4 2 2 5 

  

Since the concepts analyzed in table 11 could be confusing to separate, and even 
interchangeable in certain contexts, the authors decided to combine the two components. 
Moreover, the two concepts were not a central part of the interviews, which facilitated 
the decision to merge them into one table. All interviewees shared the perception that 
business ethics had some influence on the establishment of the subsidiary while EMP03, 
EXP03, and EXP04 deviated from the same thought when discussing accepted business 
practices. EMP01 argues that the South African work ethics is not as strict as H&M’s. 
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Hence, severe complications could arise in terms of meeting deadlines and, therefore, the 
whole business operation could be jeopardized. EMP03 argues that an MNC like H&M 
are used to similar situations and, hence, could utilize both expatriates and local 
competences in order to generate a smooth establishment.  

EMP03: “I think we (the locals) were more aware of what the situation or what the 
business environment was. I think it would have been quite a tricky market for people that 
have worked in Sweden. […] I think the work environment is quite different. The 
expectation of staff and that kind of stuff is quite different. I think the Swedes came down 
extremely trusting and extremely, “we believe people are willing", […] you also need to 
adapt to the local environment” 

Additionally, EMP01 emphasizes the importance of the right type of people that the 
organization applies for upper positions. EMP06 also stated that there existed some 
complications in transferring H&M’s values to the local landlords in Cape Town, but due 
to his knowledge of the accepted business practices, he finally was able to function as an 
intermediate between the global MNC and the local landlord. EMP01 strongly expressed 
the importance of the expatriates that operate in the country with the following statement: 

EMP01: “The advantage that we had in South Africa was that we had a country manager 
that was very, very value driven.” 

 
Table 12: Psychic Distance - Safety 

 
EMP 

01 
EMP

02 
EMP

03 
EMP

04 
EMP 

05 
EMP 

06 
EXP 
01 

EXP 
02 

EXP 
03 

EXP 
04 

EXP 
05 

Safety 4 5 2 4 4 4 5 4 2 3 5 
 
As illustrated in the table 12, the majority of the interviewees (EMP01, EMP02, EMP04, 
EMP05, EMP06, EXP01, EXP02, and EXP05) are in unison that safety is an issue when 
establishing the subsidiary. EMP02 further states that the naivety of H&M’s value – ‘we 
believe in people’ – does not add up with the reality in South Africa. Furthermore, EXP01 
agrees with EMP02’s statement and adds that - from a managerial position – more 
resources had to be allocated to activities concerning safety and monitoring.  

EMP02: “I mean, to my understanding, the way I see it, health and safety are one of the 
components that the South African subsidiary here has had to adapt the most in order to 
fit the South African environment.” 

 
 
6.6 ABSORPTIVE CAPACITY  

Although the interviewees touched upon the concept of absorptive capacity in the 
interviews, the authors thought it would be convenient to include a Likert Scale to gather 
explicit data about the interviewees’ perceptions of the concept. Similar to the previous 
Likert Scale, the interviewees are ranking the given statements from 1 to 5. However, 
instead of rating the significance level, the interviewees declare to which level they assent 
with the statements where 1 corresponds to “strongly disagree” and 5 represents “strongly 
agree”. Another difference is that the statements are not ranked and explained 
individually, but rather be bilaterally divided in order to facilitate the analysis. The 
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respondents were asked to reflect upon the statements following in table 13. The full table 
of the interviewee scores to the corresponding statement can be found in appendix 10.5. 

Table 13: Absorptive Capacity Statements 

Absorptive Capacity 

I actively seek external information in order to improve my work 

I actively ask my colleagues for work-related knowledge 

I clearly understand what is going on in my department. 

I am able to assimilate the acquired knowledge to real-world problems 
I actively try to update my skills by participating in workshops/training courses 

 
I am able to acquire and assimilate knowledge related to my work 

Based on Ngoc (2005) 
 
As a key component in the generated framework, the authors argue that absorptive 
capacity enhances the knowledge transfer process. Thus, the employees’ ambition to 
explore and embrace external information is a pivotal action for a sustainable 
improvement of the knowledge transfer process. EMP01, EMP02, and EMP03 strongly 
agree that they incorporate that activity on their daily agenda while EMP06, EXP01, 
EXP03, and EXP05 can agree to that statement to some extent. EMP01 accentuates the 
importance of the aphorism ‘leading by example’ where the role models have a 
responsibility to create an environment that encourages knowledge-sharing.  

EMP01: “You can only change if there's somebody leading by example and as soon as 
you've met those inspiring leaders that are living those values, you are very open-minded 
to absorb those values that are being lived. It is empowering to see a person who is totally 
outside of what the South African retail trends are. It's an eye-opening experience to do, 
to be part of a family like H&M where you can see that we are not doing things the normal 
South African way, but the H&M way.” 

Furthermore, all interviewees except EMP02 and EMP05 believes that they actively share 
work-related experiences with their colleagues. EXP02 states that H&M’s feedback 
culture facilitates the process since it normalizes a certain nature of conversating. EXP01 
further explains that H&M pursue to abandon the hierarchical structure that might exist 
in foreign markets in order to make room for a more horizontal organization that inspires 
constructive criticism. EXP05 not only state that the feedback culture could function as a 
rationale for the knowledge-sharing, but also that it is essential to practice what you 
preach.  

EXP05: “We want you to be straightforward, we have a feedback culture, an open 
feedback culture. We see feedback as a gift. It's important that we give each other open-, 
honest-, and straight forward feedback. For all levels. […] But they find it quite difficult 
to live that and not only to give feedback but also in the first instance to receive feedback 
because there's not something that they are so used to. So, it's very important to kind of 
talk about this a lot, to unpack this a lot and to really lead by example. 

Lastly, all interviewees except EMP01 agree that they have explicit knowledge about the 
processes both on a department- as well as the organizational level. EMP04 
unquestionably connects the answer to H&M’s core value ‘we are one team’ where the 
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fairly heterarchical structure provides the employees with the appropriate tools to narrow 
the power distance and, hence, discern the organization. 

In the last three statements, the interviewees are given the opportunity to reflect upon the 
realization of the absorbed knowledge in a practical setting. All interviewees except 
EMP01 consider that they are actualizing the captivated information in their problem 
solving-quest. EXP05 argues that it is important for an employee to customize the values 
to the market that he/she operates in. EXP02 further adds that it is pivotal to actually try 
to incorporate the values in your daily activities, rather than just discussing them from an 
objective perspective. 

EXP05: “So these were all big stores but different challenges that gave me, of course, a 
good insight and having to reapply your skills and new experiences and new learnings 
over and over again, working with different teams, making many errors and also learning 
from them.” 

Although ‘constant improvement’ is considered to be one of H&M’s core values, only 
EMP02 and EMP03 strongly agree that they engage in value-adding activities that 
enhance their work-related expertise. However, EMP02 claims that even if H&M 
provides the employees with e-learning opportunities in the form of their internal platform 
GROW, the limited technological advancements in South Africa impedes the 
participation level. EMP02 also accentuates that it is complicated to find the equilibrium 
between acquiring knowledge and practicing it.  

EMP02: “I've done GROW. […] they had a sustainable fashion (course) from the 
sustainable fashion academy, which was an eight-month course which was open to us, 
which I did. And it's one of my problems. I am constantly learning something new and I 
sometimes spend time learning instead of time doing” 

Finally, the majority of the interviewees (except EMP05) believe that they have a general 
comprehension of their absorbed knowledge and are able to apply the captivated know-
how in appropriate contexts. EMP01 argues that H&M incorporates real-life situations in 
their recruitment process in order to distinguish which individuals that are in symbiosis 
with the values and hence, suitable employees.  

EMP01: “It wasn't theory. It was a group of assessments and all of those team members 
was minimum between 10 and 20 in a room. And when they (are) in the room, we will 
give them assessments. We would make it very real for them. We would tell them: guys 
you are now H&M employees, you've just started in the company, you are alone in the 
store. This room is your store.” 

 

6.7 KNOWLEDGE TRANSFER  

Upon examining which factors that influence the knowledge transfer process within an 
MNC, it is appropriate not only to include the authors’ understanding of the concept but 
also to identify the employees’ perceptions of the process itself. The concept of 
knowledge transfer was thoroughly discussed during the interviews, but in order to 
receive some tangible data on the phenomenon, the authors utilized a Likert Scale. The 
part concerning knowledge transfer follows the same underlying scale as absorptive 
capacity, where 1 is the lowest score and resembles “strongly disagree” and 5, which is 
the highest score, corresponds to “strongly agree”. The respondents were asked to reflect 
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upon the statements following in table 14. The full table of the interviewee scores to the 
corresponding statement can be found in appendix 10.4. 

Table 14: Knowledge Transfer Statements  

Knowledge Transfer 

I understand the organization’s core values 
I’ve learned a lot of company-specific knowledge and completely understand the H&M’s 

operations. 
I apply the organization’s core values to my work 

I have modified my work activities based on the acquired knowledge. 

My work performance has been significantly improved. 

The organization constantly attempts to facilitate the knowledge transfer process. 
Based on Ngoc (2005) 
 

The interviewees strongly agreed that they completely understand H&M’s core values as 
well as how to apply them on a daily basis. Moreover, the majority of the interviewees 
strongly believe that they have gained knowledge and thoroughly understand the 
organizational procedures. EMP05 states that HR emphasizes charisma rather than 
education in the organization’s recruitment process, which facilitates the understanding 
of the core values and, hence, creates a strong fundament for a value-driven organization.  

EMP05: “Routines we can teach people, but when we employ people, we need to secure 
that the people match up with the values that are important “ 

EMP01, who is in unison with EMP05, further states that it is important that the individual 
employee’s values are aligned with the organization’s principles. EMP01 also accentuates 
that H&M has adapted the values to the local market, which results in a distinct 
understanding of the organizational norms among the employees.  

EMP01: “So it's about making it locally relevant but not only losing touch with the core 
values of the business. […] If you don't have it within your own core values that you were 
brought up at home, then you could never ever have a synergy between the company 
values and your own values” 

Furthermore, EXP04 strongly expresses the fundamental work that the organization 
devotes to the transition of knowledge from HQ to its subsidiaries. EXP04 states that the 
quality and spectrum of the learning process is a crucial factor that the employees strongly 
sympathize with the values.  

EXP04: “From the beginning [it is important to] already have the next me in line. Whom 
I’m transferring my knowledge to and train that person so that the expat can hand over 
to the local person and then move on… […] We saw examples of other market entries 
where they've become kind of dependent on expats and never really got to the point where 
they downsized a number of expats. […] And so, we were very keen from the beginning 
on really driving that knowledge transfer to be able to handle it to a local team.” 

Upon examining the interviewees’ individual perceptions about the knowledge transfer 
process within the company, the authors have designated the last three statements of the 
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Likert Scale to the interviewees’ individual development. EMP01, EMP02, EMP06, 
EXP01, EXP02, EXP03, EXP04, EXP05 agrees that they made some alterations to their 
own work activities. Although correlation does not mean causation, all interviewees that 
have modified their technique except EXP05 experience significant progress regarding 
their work performance. EMP03 argues that the modifications do not only apply to 
activities connected to work, but rather to everything you do in life.  

EMP05: “You need to start immediately with your train of thought. It's about not only 
transferring that values into your work environment in job performance, it's about those 
values transferring into everything... even into your personal life” 

As illustrated appendix 10.4, all interviewees except EMP01 and EMP02 could 
distinguish some kind of improvement in the organization’s work connected to 
knowledge transfer. EXP01 argues that the organization invests a lot of resources, both 
monetarily and through the allocation of expatriates, in order to facilitate the transfer of 
knowledge into a new, foreign subsidiary. Furthermore, EXP01 strongly associate this 
strategy with H&M’s value cost consciousness where the organization could economize 
by spending more money in the establishment process in order to create an autonomous 
subsidiary rather than allocating resources frequently. EMP06 & EXP04 further add the 
organization’s investment in human capital and also emphasize the importance of reverse 
knowledge transfer as well as using the South African-establishment as a watershed when 
establishing new subsidiaries. Additionally, EMP03 argues that this strategy should also 
have been implemented when establishing the South African-branch. 

EMP03: “We're not utilizing the similarities, were making the same mistake. The same 
mistakes in different markets where we go. So, the networking between the teams is super 
important and I think that that's what's going to be, there is a whole shift in the business 
on how to do regionalization.” 

 

6.8 ADDITIONAL FACTORS  

During the interviews, the authors identified additional factors that influence the process 
of knowledge transfer that were not included in the original theoretical framework. Due 
to the fact that the new factors have emerged from the already identified topics, some 
relations can be observed.  
 
 
6.8.1 FEEDBACK  

Although the topic could be characterized as a subheading to the organizational, EXP02 
strongly expressed that the feedback culture is not a process that affects the knowledge 
transfer process in a straightforward manner. EXP02 further argues that the rationale 
behind that decision is that the feedback culture that H&M has implemented could be 
considered as a dual exchange of information due to the embracing of the flat structure 
as well as the core values ‘straightforwardness and open-mindedness’ and ‘constant 
improvement’. EMP, who is in unison with EXP02, gives an example of the feedback 
culture and its heterarchical characteristic.  
 
EMP01: “as soon as you’re not living those values, we could be so straightforward and 
[…] use the tool that we use; feedback. Feedback isn’t a common thing within our retail 
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market here. You could anytime of the day go and give feedback to every person if they 
step outside of the values, that feedback you will receive not only from one team member 
but from numerous team members that would approach you and say: this is what you’ve 
done, and it isn’t reflecting our value of a constant improvement.” 
 
EMP01 further describes the dynamic structure of the learning process where it is a 
continuous procedure based on trust, self-development, and dialogues.   
  
EMP01: “We have our weekly feedback sessions. We have to engage with our team 
members. We've got our dialogues where we have to empower our team members where 
we speak about the development. There's such a lot of engagement on a daily basis. Our 
values are every day. It's not specific days, it's not specific months. It's not specific events. 
There will be certain highlighted events where they will have a session on values, but our 
values are every single day being spoken about. If you walk out into the store, every team 
member is a brand ambassador of the values”.  
  
The continuous reflection in the form the feedback culture is a recurring topic in all 
interviews. Upon analyzing the evaluation process from HR’s perspective, EXP02 claims 
that the feedback culture is a central component in H&M’s machinery. The frequent 
evaluation process is incorporated in all value-adding activities in order to elaborate on 
every single action that is taken by the company. For example, EXP02 - who had an 
essential role with learning and training in the subsidiary’s establishment in South Africa 
- claims that the regular feedback sessions resulted in the knowledge base that changed 
approach to safety. Hence, the constant exchange of information between the employees 
is a pivotal part of the knowledge transfer process since the organization incorporates the 
transferred know-how into practical settings rather than just analyzing them from a 
theoretical perspective. EMP1, EXP01, and EXP02 concluded that the conversion from 
theory to reality is correlated to a method called ‘storytelling’. EMP01 further explains 
that the concept of storytelling is to connect the organization’s values or beliefs to a 
certain event that the recipients are familiar with in order to facilitate the general 
comprehension of the message. EMP04 further adds that by utilizing this method, the 
employees could easily receive, comprehend, and apply the given techniques to the 
appropriate setting.  
  
 
6.8.2 TRANSFER CAPABILITY  

EXP05 highlights the importance of matching employees with adequate characteristics to 
the right position. Such characteristics could be described as leadership style and another 
form of experience-based features that enhances the individual’s awareness of the cultural 
disparities and the knowledge transfer process in general. EXP05 further accentuates the 
importance of positioning value-ambassadors in decisive roles in order to smoothen the 
transferring of knowledge:  
 
EXP05: “In H&M's culture, it's very much learning by doing, learning by experiencing. 
And I can say there is no such thing as a country manager training as per se. It really 
depends on your individual kind of experience, your level of leadership and what you've 
been exposed to before.”  
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EMP01, who was a part of the receiving side of the knowledge transfer process when the 
subsidiary was established agrees with EXP05’s statement that it is individual 
competence that is the crucial part of the transmission of know-how, not the global 
guidelines.  
 
EMP01: “You can only change if there's somebody leading by example and as soon as 
you've met those inspiring leaders that are living those values, you are very open-minded 
to absorb those values that are being lived.” 
 
Additionally, EXP01 strongly expresses the importance of embracing the core-value 
‘open-mindedness’ in the establishment of new subsidiaries. The former country manager 
further argues that the sender of the knowledge must be in alignment with the transmitted 
message in order to truly be able to encode the message in a correct manner. EXP01 also 
accentuates that this is a problem that solely exists in an MNC since the magnitude of the 
organization’s operations is on a universal level: 
 
EXP01: “It [the knowledge transfer process] becomes diluted due to the size. The value-
ambassadors have sort of a symbolic leadership […] if we include people who aren’t 
truly aligned with the values, the whole system collapses. It’s like a blind leading a blind” 
 
 
6.8.3 COST  

Although H&M could be characterized as a values-driven organization, the interviewees 
strongly agree that the cost-perspective is an essential factor that influences the 
transferring of knowledge. EXP04 states that the cost-perspective function as a 
motivational factor for transmitting knowledge to the foreign market in a sustainable and 
effective manner. The perspective of sustainable spending is briefly discussed by the 
expatriates, but they all are in unison that it is an influential factor that influences the 
chosen strategy and utilized tools in a knowledge transfer process. Additionally, EXP01 
argues that H&M’s expatriate-strategy is based on financial objectives as well as limiting 
the cultural disparities between the head office and the subsidiary.  
 
EXP01: “If you cheat with the knowledge transfer process, it’ll be very costly because 
you’ll have to hire specialists from other countries that will save the situation.”  
  
Upon discussing the topic of expatriates, EXP04 is in unison with EXP01’s statement that 
the utilization of expatriates under a long time is a costly solution that the organization 
desires to avoid. EXP04 further adds that it arises a dilemma that is based on the cost-
perspective since the utilization of expatriates can enhance the knowledge transfer 
process but there might be a risk that the subsidiary becomes dependent on the foreign 
specialist and can, hence, not adapt the transferred knowledge to a local context. 
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7. ANALYSIS AND DISCUSSION  

 
This chapter combines the findings of the study to the previously presented theoretical 
framework as well as present the data that contrasted the theoretical framework. By 

combining these two, a revised conceptual framework of the knowledge transfer process 
to a foreign subsidiary in an emerging market is presented. 

 
 
In order to facilitate the structure of the analysis section and, hence, create a general 
comprehension of the influential factors in the knowledge transfer process, the theoretical 
framework is anew displayed below. However, additional factors that influence the 
knowledge transfer process are not depicted in this model but are instead included in a 
revised framework in Section 8: Conclusions. 
 
Figure 10: Theoretical Framework of the Knowledge Transfer Process 

 
 
7.1 PSYCHIC DISTANCE 

The term psychic distance was defined by Johansson and Wiedersheim-Paul (1975) as a 
series of factors that hinder the flow of information from one country to another, 
something that is evident to have been existent in the case of the South African subsidiary 
establishment based on the findings. The findings displayed that the level of infrastructure 
not only in South Africa, but across the whole continent of Africa proved to be an obstacle 
that hindered the flow of information which, in turn, hampered the transferring of 
knowledge process. This could be described as an example of a macroenvironmental 
factor that interferes with the flow of information or knowledge (Johansson & 
Wiedersheim-Paul, 1975; Johansson and Vahlne, 1977).  
 
Furthermore, it is apparent from the findings that the perception of psychic distance across 
an entire firm is not necessarily always consistent. This is in alignment with Shenkar 
(2001) who discovered internal deviations among large organizations. The fact that the 
results displayed that key decision-makers in the subsidiary had different viewpoints of 
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the cultural distance ties in well with the diversity and multiculturality of languages and 
ethnic groups that exist in South Africa (Baines, 1998; Barnett, 1999). This diversity 
among languages and ethnic groups in the country cause people to have different 
perceptions of how the national culture hinders the flow of information, in other words 
impacting the psychic distance differently (Shenkar, 2001). Moreover, one can clearly 
note the differences that exist between interviewees’ evaluation of the significance level 
that macroenvironmental and cultural factors have had during the establishment, as 
shown by the data compiled in the Likert scale for psychic distance. This can be linked 
to Dow & Karunaratna’s (2006) argument that the measurement of psychic distance is 
not nationally true, but rather based on individuals’ perceptions due to “differing 
sensitivities to stimuli among decision-makers” (Dow & Karunaratna, 2006, p. 580). As 
a result, it is evident from the results that the perception of how influential certain factors 
are in hindering the flow of information is not consistent among decision-makers in a 
particular firm. 
 
In addition to the discrepancies of perceptions of psychic distance within the firm, what 
also became conspicuous in the findings were how the perceptions of psychic distance 
changed over time, something that Evans et al. (2000) also were observant of. Since the 
psychic distance is merely a perception that the key decision-makers hold before making 
an important decision (Evans et al, 2000), it is prone to change over time as a result of 
occurrences and outcomes that take place and affect their perception (Dow & 
Karunaratna, 2006).  
 
On another note, the results from studying H&M’s establishment in South Africa showed 
that the company at times was aware of the psychic distance that existed and tried to 
counter the potential factors that could hinder the flow of information. When other 
countries are chosen as training grounds for specific job roles, the company considers 
more than just the cultural factor when selecting the training country such as political, 
legal, and economic factors. The results provided the information that for example labor 
and safety job roles were sent for training to London and Athens as England and Greece 
were identified to be psychically closer in distance compared to Sweden, which was the 
training ground for most other job roles.  
 
 
7.2 ORGANIZATIONAL CULTURE 

As a values-driven organization, the cultural aspect is instrumental in H&M’s 
orchestration where the seven core values function as cornerstones in every phase in the 
organization’s operations (H & M, n.d.-a). Hence, the authors pursue to conduct a 
comparative ethnological analysis where both similarities and contradictory 
characteristics of the South African culture, as well as H&M’s culture is examined. 
Furthermore, the authors utilize Hofstede’s six cultural dimensions as an analytical tool 
in order to obtain a more thorough comprehension of South Africa’s culture as well as 
the entailing obstacles and opportunities.   
 
Upon analyzing the H&M’s cultural structure, it is appropriate to primarily incorporate 
Schein’s (1992) model in order to explain and, hence, get a more thorough understanding 
of the various cultural dimensions of the organization. Despite its logo and other visible 
symbols that illustrate the essence of H&M, it is evident that the behavior of the 
employees also could be characterized as artifacts. The dimension could be connected to 
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H&M’s core value ‘we are one team’ which reflects the flat structure in the company and, 
hence, functions as a transmitter of the organizational culture to the individuals that are 
not employed by the company (Higgins & McAllister, 2002). As a values-driven 
organization, it is essential to display the organization’s ethical considerations in every 
aspect of its operations (Barrett, 2006; Painter-Morland, 2008). By frequently 
incorporating the values in the visible elements, H&M does not only standardize a 
behavior amongst its employees (Mahler, 1997; Meyer, 1995) but also contributing to a 
more sustainable organizational culture (Beyer & Trice, 1987).  
 
In the second dimension, the organization’s espoused values are introduced (Schein, 
1992). Since the espoused values constantly are referred to as core values, the authors 
pursue to follow that resemblance here (Edgeman and Scherer, 1999; Lencioni, 2002; 
Urde, 2003; Pedersen and Rendtorff, 2004; Edvardsson et al., 2006; Van der Wal and 
Huberts, 2007). Considering the central implementation of the seven core values, H&M 
explicitly illustrates its social responsibility to not only its individual stakeholders but 
also to competing firms and the entire business environment (Kirakidou & Millward, 
2000; Körver & Van Ruler, 2003; Melewar & Wooldridge, 2001). As a result of the 
embracing of the core value ‘constant improvement’, H&M has successfully 
implemented a feedback culture that could be considered as the cause for the robust 
organizational culture that exists in the organization (Mumford et al., 2002; Tellis et al., 
2009). By characterizing the employees as ‘value ambassadors’ rather than staff 
members, H&M allows its representatives to be a part of a collective entity that shares 
the same espoused values that stretches far beyond the organizational routines or structure 
(Liedtka, 1989; O’Reilly et al., 1991; Jehn, 1994). 
 
The third dimension – basic underlying assumptions – corresponds to the subliminal 
cultural element that influences individual behavior (Argyris & Schön, 1978; Schein, 
1992, 2004).  As illustrated in H&M’s case, the training process is extremely selective in 
order to create a perfect match between the organizational and individual values. 
Nonetheless, one could distinguish a dilemma in the pairing process due to the basic 
underlying assumptions’ subliminal characteristics since they cannot be measured 
(Argyris & Schön, 2004). H&M’s solution is to incorporate practical assignments in their 
recruitment processes where the actions are evaluated since they indicate the 
interviewees’ mindset rather than grounded skills. This is aligned with Alessandri (2001, 
p. 177) who suggest that it is essential for an organization to employ individuals whose 
basic underlying assumptions reflect the desired image that the organization wants to 
emit. 
 
Upon analyzing the South African-culture based on the findings and Hofstede’s cultural 
dimension (Hofstede Insights, n.d.), the interviewees identify 3 out of 6 dimensions as 
potential threats that could disturb the harmony between the local culture and H&M’s 
values.  
 
Based on the findings, the interviewees argued that complications arose when the 
heterarchical structure first was introduced to them. In combination with H&M’s core 
value ‘straightforwardness and open-mindedness', the flat structure caused a disturbance 
in the communication process since the locals were unfamiliar to the dyadic exchange of 
information. Accordingly, Hofstede (Hofstede Insights, n.d.) ranks South Africa as a 
country with low power distance, meaning that the less powerful members accept the 
unequal distribution of power. This is in unison with Schein (2004) and Koltko-Rivera 
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(2000) who argue that one of the basic underlying assumptions could affect the 
individual’s subliminal perception of power distribution and, hence, function as an 
obstacle in the communication process if the opposing person shares a different mindset. 
 
Furthermore, it is appropriate to argue that Hofstede’s perception of whether the South 
African culture could be identified as a masculine or feminine society is applicable in 
reality. Hofstede argues that South Africa has a high masculinity score, meaning that there 
exists a clear hierarchical order in the organizational structure where the superior 
commands the inferior employee (Hofstede Insights, n.d.). As accentuated in the findings, 
H&M’s embracing of the core values ‘straightforwardness and open-mindedness’ as well 
as ‘we are one team’ promotes a smooth horizontal structure that relies on a two-way 
conversation – e.g. feedback culture. It is evident that the clash between the two ideas 
resulted in disorientation amongst the new recruits since they were not used to think 
individually. The confusion is connected to Schein’s (2004) and Koltko-Rivera’s (2000) 
propositions that state that the locus of responsibility (e.g. active/passive) is a component 
of the basic underlying assumptions and, similarly to the previous paragraph, hinders the 
flow of information when it is exposed in an alien setting.  
 
Additionally, it is appropriate to state that H&M’s attempt to create a symbiotic 
relationship amongst its members by implementing the core value ‘we are one team’ 
contributes to ambiguity. The rationale behind that statement could be explained by the 
individualistic national culture that characterizes South Africa. According to Hofstede 
(Hofstede Insights, n.d.), the high score on the Individualism vs. Collectivism-scale 
illustrates a society where the population solely carry for their immediate families, 
including themselves. As a component of Koltko Rivera’s (2000) basic underlying 
assumptions, the discrepancies between the individualistic and collectivistic traits could 
create tension between the dissidents due to their contrasting beliefs about the perception 
of responsibilities. 
 
 
7.3 HQ-SUBSIDIARY RELATIONSHIP 

When examining the relationship that the South African subsidiary has with HQ, the local 
employees and expats described it as an inclusive relationship where there is a sense of 
support and teamwork within the organization, regardless if it is contact with HQ or 
locally within the subsidiary. This sense of balanced control and cooperativeness is 
something White & Poynter (1990) describe as essential for exotic subsidiaries to pursue 
since general global practices may not always be in line with the local circumstances. 
This relationship that both the local employees and expats highlight can be explained by 
the core value that they are ‘one team’. Because of the fact that H&M strives to be a 
value-driven company, this is an attribute that defines how colleagues want to cooperate.  
 
Upon analyzing the importance of the HQ-subsidiary relationship as an influential factor, 
it is essential to correlate to the two central themes of the concept. Firstly, Paterson and 
Brock (2002) state that two options exist when examining the relationship: either view 
the decision-making process from a peripherical perspective or from a central viewpoint. 
By reflecting upon that proposition in reality, H&M’s horizontal structure in combination 
with the embracing of the core values ‘we are one team’ and ‘entrepreneurial spirit’ 
allows them to constantly evaluate their decision-making process due to implemented 
candor between its members. In this manner, they can implement their global strategy 
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with glances of local responsiveness in every operating market. Additionally, this 
structure sympathizes with Bartlett and Ghosal’s (1988) Integrated Network Model where 
the semi-autonomous subsidiary desegregates their value-adding activities by tying 
normative links to the HQ – i.e. integrating the subsidiary’s portfolio in order to maximize 
the value generation on an organization level (Paterson & Brock, 2002). 
 
Furthermore, Nohria and Ghosal’s (1994) claim that the HQ-subsidiary relationship 
shares many similarities with the principal-agent relationship. A comparison can also be 
made when interpreting the South African subsidiary’s relationship with the HQ. The 
findings did not produce a reason to believe the relationship is of a legal agreement for 
the subsidiary to act on behalf of the HQ, as is the case with the principal-agent 
relationship. However, it is evident that HQ believes that local responsiveness is best met 
by believing and trusting the local employees even if they are not legally obliged to. This 
mutual trust is distinguished as advantageous characteristic by White and Poynter (1994), 
who argue that some settings require locally adapted administrative practices in order for 
the operations to be successful. 
 
Based on the findings, it is evident that H&M’s head office strives towards the creation 
of an autonomous and financially sustainable subsidiary that is not dependent on expats. 
There are clear signs that many expats have an exit plan implemented when first 
appointed, in order to make sure that the transfer of knowledge and know-how is driven 
early on to be able to carry it on to local staff, so that eventually, in the long-run, the 
position can be replaced by a local employee. Because expats are more costly to foster 
than local staff, there is a definite interest from HQ to replace some of the expats that 
support the transferring of knowledge during the initial establishment with the hope of 
creating a more self-sustaining, autonomous subsidiary. Taggard and Hood (1999) claim 
that it is common that a subsidiary increases its level of autonomy with time, even to an 
extent that it becomes disproportionate. The extent to which the level of autonomy in the 
subsidiary becomes disproportionate was not touched upon by the expats who initially 
began the establishment process. What could be the reason for that is the subsidiary has 
now only been operating for almost 4 years since the first store opening, meaning that 
this level of autonomy within the subsidiary may not yet have been reached. 
 
 
7.4 ABSORPTIVE CAPACITY 

Upon analyzing the level of absorptive capacity at H&M, the authors have utilized a dual-
approach perspective which allows them to analyze the phenomena at both firm- and 
individual level. This approach expands the scope of the analysis and, thusly, can give a 
more thorough description of the observed phenomena. Although the authors are aware 
that the Likert Scale does not function as empirical evidence due to its lack of statistical 
analysis, the fundament of the analysis consists of the interviewees’ ranking in 
combination with their explanations. The rationale behind the decision is that the authors 
pursue to embrace Foss’ (2007, p. 43) perspective where the individual perceptions are 
considered to be the focal point. Hence, the Likert Scale functions as an adequate 
indication of the interviewees’ individual comprehension about the observed phenomena. 
Additionally, the general aim of the analysis is to distinguish if the employees possess the 
ability to “recognize the value of new information. Assimilate it and apply it to 
commercial ends” (Cohen & Levinthal, 1990, p. 128). Specifically, when analyzing the 
level of absorptive capacity, it is appropriate to utilize the process presented by Zahra & 
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George (2002) where four dimensions of absorptive capacity are identified – acquisition, 
assimilation, transformation, and exploitation – where the first half corresponds to the 
obtaining and acculturation of external knowledge, while the second half explains how 
one should convert and apply it to an internal setting.  
 
Based on the interviewees’ answers on the Likert Scale, their own perception of the 
individual level of absorptive capacity could be considered as high since the majority of 
the interviewees claim that they possess the ability to seek external information and utilize 
it in an appropriate context. A possible explanation for the ambition that exists within the 
company is the flat structure in combination with H&M’s core value ‘constant 
improvement’ which allows the employees to orchestrate their own career path. Adequate 
compensation in the form of promotion or financial means could function as a 
justification for the high level of dedication amongst the employees (Menon & Pfeffer, 
2003; Szulanski, 2000).  
 
Due to H&M’s utilization of a heterarchical structure that advocates teamwork, the upper 
management has created an organizational climate that enhances the employees’ attitude 
of acquiring and exploiting external knowledge (Gapp, 2002; Liebowitz, 2004; Motwani, 
et al., 1993). Hence, it is appropriate to state that H&M’s auspiciously implementation of 
their core values in every aspect of their operations has affected the organizational 
members in a positive manner and, in turn, increased the intensity of effort that the 
employees dedicate to various tasks (Cohen & Levintal, 1990; Kim, 2001). Correlated to 
the previous statement, the most influential core values could be distinguished as 
‘constant improvement’ and ‘we are one team’ since they affect the corporate structure 
as well as the distribution of energy to solving problems which, in turn, requires the 
employees to acquire external information and assimilate it to an appropriate context. 
Accordingly, the first two dimensions in Zahra & George’s (2002) work are adequately 
fulfilled and contribute to a high level of potential absorptive capacity.  
 
Considering that H&M’s employees can acquire and assimilate external knowledge to a 
firm-specific context, it is essential to analyze if they also possess the ability to transform 
and exploit the absorbed knowledge into competitive advantage (Almeida et al., 2002; 
Minbaeva et al., 2003; Regner & Zander, 2011, 2014; Song et al., 2011; Zahra & George, 
2002). Due to the embodiment of H&M’s values, it is appropriate to state that the 
employees can successfully merge the organization’s values with the South African-
culture. The incorporation of ‘we believe in people’ in generates a mutual faith amongst 
the employees which is in unison with Rothaermel & Hess’ (2007) statement that the 
intellectual capital is distributed heterogeneously within the organization.  
 
By incorporating the flat organizational culture, the responsibilities are allocated to all 
employees rather than a handful of managers. Accordingly, the organization itself 
displays trust in not only their employees but also the capabilities they possess which are 
illustrated by the feedback culture that exists within the organization. Hence, it is evident 
that the organization agrees with Kim (2001), who argues that all individuals in a 
heterarchical structure form the knowledge base of the organization, rather than solely 
the upper management.  
 
Additionally, another core value that is of great importance for the realized absorptive 
capacity is ‘entrepreneurial spirit’. As stated in Section 2.7, this paper characterizes 
absorptive capacity as the capability to encourage perpetual innovativeness and facilitate 
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organizational learning (van Wijk et al., 2008; Zahra & George, 2002). By embracing that 
interpretation, it is appropriate to state that a functional realized absorptive capacity leads 
to increased innovation – i.e. entrepreneurial spirit – in the company. Mutatis mutandis, 
it would be convenient to state that the creative customization of operations in order to 
suit local markets could be an indication that the level of realized absorptive capacity in 
the subsidiary is fairly high. Furthermore, this is in unison with Tenkasi’s (2000) 
proposition that the individual must achieve an ingenious synthesis of the various cultural 
areas and their meaning systems in order to adapt and assimilate the knowledge to a local 
context. Hence, the South African subsidiary illustrates a general comprehension of the 
core values together with an entrepreneurial spirit. 
 
 
7.5 KNOWLEDGE TRANSFER 

In the last section, the authors seek to understand the interviewees’ perception of the 
entire knowledge transfer process. A thorough comparison between the theoretical 
background presented in section 2 (theoretical framework) and the observed findings are 
presented followed by a scrutinization of the generated theoretical framework. The 
rationale behind the structure is to examine if the interviewees’ perception of knowledge 
transfer differentiates from previous research in the field, as well as to provide the authors 
with a general indicator about the transferring of core values from HQ to subsidiary. 
Furthermore, the authors are aware that the utilized Likert Scale does not provide the 
thesis with empirical evidence, but rather functions as a barometer of the interviewees’ 
individual perceptions about the implementation phase (Inken & Dinur, 1998). 
 
By analyzing H&M’s case from Nonaka & Takeuchi’s (1995) spiral of knowledge, the 
findings suggested that the organization has adopted the various processes to different 
types of information. H&M transfer tacit knowledge - which is characterized by 
individual beliefs, emotions, and experiences (Hedlund, 1994; Nonaka & Takusch, 1995; 
Riesenberger, 1998), by a ‘leading by doing’-method that strongly correlates with the 
Socialization process due to the lack of coding or classifying the information (Nonaka & 
Takeuchi, 1995).  
 
Another important tool that has facilitated the knowledge transfer process is the 
implementation of storytelling in H&M’s operations. The technique could be described 
as the transferring of systemic information to an individual setting by using metaphors 
and real-life situations as media. Nonaki & Takeuchi (1995) arrange activities that share 
the same characteristic under the process that is considered as the most essential in the 
creation of knowledge - I.e. externalization. However, since Nonaka and Takeuchi (1995) 
merely distinguished what types of knowledge transfer processes that exist rather than 
how they influence the quality of the transferred knowledge, further elaboration on this 
matter is not necessary. This is in alignment with Polanyi’s (1966) studies about the 
verbal and non-verbal knowledge transfer which lies within the area of cognitive science.     
 
7.6 FEEDBACK 

What can be identified from the empirical findings that differ from the previous 
conceptual model of the knowledge transfer process is the significance of a ‘feedback 
giving culture’ as an influential factor. By encouraging continuous feedback, not only can 
an individual evaluate its own performance, growth, and areas of improvement, but it also 
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allows for the knowledge that has been transferred from the sender to the receiver to be 
reassessed. If it happens to be that a knowledge transfer process to a specific receiver has 
been poor, through the practice of continuous feedback sessions, this inadequate transfer 
of knowledge can be recognized and then be repeated in another form. By continuously 
assessing the knowledge that is transferred from the sender to the receiver through 
feedback, the process as a whole and the factors that are most influential can be 
understood. 
 
Adding to this, H&M’s core value to be ‘straightforward and open-minded’ assists in 
making sure feedback is delivered in an honest and truthful manner. The importance of 
this is that it creates an open environment where employees are more comfortable 
discussing and transferring the knowledge they possess. Without this component in 
H&M’s organizational culture, employees will be more reluctant to giving and receiving 
knowledge through the form of feedback.  
 
What also is apparent from the findings is that noise exists when transferring knowledge 
in the form of feedback as well, particularly in regard to psychic distance. There were 
clear signs of feedback not being a common type of communication in South Africa’s 
culture and that locals found it difficult to give each other open, honest, and 
straightforward feedback to each other. Not only that, but because feedback appears to be 
peculiar to South African’s, they also find it difficult to receive feedback since this is 
something that they are not used to. Hence is psychic distance a factor that can disrupt 
the information that is transferred when attempting to give and receive feedback.  
 
Feedback is not only transferring knowledge in the form of sending a message from the 
sender to the receiver. The authors perceive feedback to also include the receiver’s ability 
to reflect upon what he/she has received of the knowledge that the sender has sent and 
tell this to the sender. This causes feedback to not only be a one-direction transfer process 
from the sender to the receiver but should rather be interpreted as a two-direction transfer 
process that also includes the receiver’s assessment of the knowledge that has been 
transferred back to the sender itself. What also advocates for describing feedback as a 
two-direction knowledge transfer process is that feedback comprises one’s ability to give 
as well as accept critique and praise. It is therefore rational to assume that feedback is not 
only a transfer of knowledge from the sender to the receiver. This interpretation of 
feedback has been visualized in the revised conceptual framework of the knowledge 
transfer process following in figure 11.  
 
 
7.7 COST 

Based on the understanding of what factors that influence H&M’s process of transferring 
knowledge to their South African subsidiary, the cost-perspective is evident to have an 
impact. Expats bear a higher cost than the hiring of local staff as they have to be moved 
and are often more experienced, at least within the organization. Because of this previous 
experience that expats possess they are often capable of using a greater variety of ways 
to communicate the information they are sending, which from the findings appear to have 
a positive effect on the knowledge transfer process. The amount of financial capital that 
is spent on expats and means to facilitate the transferring of knowledge is, therefore, a 
factor that the authors identify to be influential. Although it is quite evident that financial 
means have an impact on the decision-making process in an MNC, the demand for 
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minimizing the transaction cost by spending more in the beginning is a strategy that often 
is neglected. Hence, the strong emphasis on brand value could be identified as an 
influential component of the cost perspective. Since they could be characterized as a 
values-driven organization, it is important for H&M to embrace their core values in every 
aspect of their operations. Here, H&M’s embracing of the core value ‘cost consciousness’ 
is a pivotal factor since it encourages the organization’s members to spend money in a 
sustainable manner. 
 
Moreover, cost appeared to be of particular importance in the case of South Africa’s 
subsidiary establishment because of the geographic location of the market and 
considering how far apart the country is from any established market. This caused 
potential expats to have to be sent far no matter what market they came from. If it were 
to be that an already established market was located nearby, one would expect that it 
would be cheaper to bring in more expats to improve the knowledge transfer process, 
meaning that cost would have less influential in the knowledge transfer process. However, 
in the case of the knowledge transfer process to the South African subsidiary, cost was a 
factor that influenced the process. As a result of the identification of cost as a factor that 
influences the knowledge transfer process, the factor has been added as an influential 
factor alongside organizational culture and the HQ-subsidiary relationship, in the revised 
framework (figure 11). 
 
 
7.8 TRANSFER CAPABILITY 

Although the knowledge transfer process is determined by guidelines that should function 
on a global level, it is still individuals who tailor the procedures in order for them to fit in 
a local context. Hence, the interviewees strongly accentuated the importance of value 
ambassadors while transferring knowledge. As a values-driven organization, H&M 
emphasizes that its members function as echoes of their organizational beliefs and norms 
rather than reflections of external knowledge. As discussed thoroughly during the thesis, 
the seven core values are the cornerstones of H&M’s and are locally adapted to the 
various countries in which the organization operates. Hence, it is important for the sender 
of the information to possess adequate knowledge about the concept of the cultural 
distance between the sender and the recipient. By embracing the core value 
‘straightforward and open-minded’ the sender is aware that dissimilarities between 
H&M’s core values and the foreign culture exist and could hence communicate the 
message in a way that it does not lose value nor violates the integrity of the recipient. 
 
Moreover, the importance of ‘we are one team’ accentuates that the organizational 
machinery is worth more than the individual it consists of. Although it seems quite 
contradictory to analyze individual competence in the same paragraph as the importance 
of collectivism, the combination of the two topics is an important factor in the knowledge 
transfer process. It is the sum of all individual competencies that creates a synergistic 
feature that influences the sender’s ability to encode the message. If one employee that is 
a part of the knowledge transfer process does not possess this individual transaction 
capacity, the transferring will suffer from a value loss. Hence, it is of importance that 
every member of H&M is compatible with the organization’s values and function as an 
embodiment of the norms and beliefs that he/she will transfer. 
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8. CONCLUSIONS 

 
The chapter connects the findings and analysis back to research question and purpose 

of the thesis with the previous research that exists kept in mind. Moreover, the 
implications of the conclusions and overall study for the broader field is presented. 
Finally, the chapter consists of the limitations of the study and guidelines for future 

research within the field. 
 

 
The purpose of this study was to identify and explore which factors that influenced the 
knowledge transfer process to a foreign subsidiary in an emerging market. Even though 
the primary purpose could be described as the identification process, this study also 
provides brief descriptions of intraorganizational interactions between the influential 
factors. Upon analyzing the previous literature within the area of internationalization and 
knowledge management, the authors identified a knowledge gap which functioned as a 
basis in the creation of the following research question: 
 
What factors influence the process of transferring knowledge to a foreign subsidiary in 
an emerging market?  
 
In order to answer the abovementioned research question, the authors conducted a 
qualitative study with an exploratory approach. The empirical data was collected from six 
managers and five expatriates who worked in the establishment of H&M’s subsidiary in 
South Africa. Through fruitful dialogues followed by frequent analysis of the collected 
data, a more thorough understanding of the knowledge process was obtained and hence, 
enabled the authors to fulfill the purpose of the study and answer the research question. 
 
 
8.1 RESEARCH QUESTIONS AND STUDY PURPOSE 

As prior academic research displayed, the knowledge transfer process has been a 
recurring topic in the area of knowledge management and organizational learning for the 
last 60 years. Due to an expansion of competitors in the domestic arena, the demand for 
internationalization has increased among organizations in order to capitalize on the 
unexploited market and, hence, gain competitive advantage. Hence, it is appropriate to 
argue that today’s market is characterized by an interconnectedness that also influences 
the exchange of information between the organizational parts. Along with the evolving 
markets and its opportunities, the research within the area has followed the same path. 
Although previous research has presented various aspects of the knowledge transfer 
process, the authors identified a knowledge gap due to the neglected focus on both 
individual stakeholders’ influence and emerging markets. Accordingly, the purpose of 
this study was to bridge the gap that existed in the current literature by examining which 
factors that influence the knowledge transfer process to an emerging market.  
 
Prior to the presented findings, the authors generated a theoretical framework based on 
previous research as a fundament for the analysis where the main components were 
identified as absorptive capacity, HQ-subsidiary relationship, psychic distance, and 



   
 

 75 

organizational culture. Based on the analysis of the findings, it is evident that all of the 
abovementioned factors influence the knowledge transfer process to various degrees. 
What is worth mentioning is that it is not only the relationship between HQ and subsidiary 
that affects the knowledge transfer but rather the whole intraorganizational structure 
which focuses on the heterarchical relationship amongst organizational members on both 
a domestic and international level. 
  
Furthermore, the analysis of the empirical findings suggests that it is the senders’ and 
recipients’ individual competencies that are the most central factors in the knowledge 
transfer process. Even if external forces create maximum noise in the form of structural, 
cultural, and national disparities, it is the individual ability to encode and decode the 
message that could be considered as the most influential. As absorptive capacity already 
was considered as an influential factor of the knowledge transfer process, the authors 
chose solely to add transfer capability as a positive influence of the sender’s ability to 
encode the message in a proper manner.   
 
Upon obtaining new insights, the authors generated a revised framework that describes 
the knowledge transfer process as a mutual exchange of information where feedback 
functions as the common denominator. The findings illustrated that the mutual exchange 
of information about the knowledge transfer process affects the whole procedure in a 
positive manner in comparison to a straight transmission. Additionally, the authors 
reflected upon the monetary factor’s significance on knowledge transfer. Although 
financial means do not have a direct effect on the process, it is evident that it impacts the 
individual sender’s ability to utilize various strategies and tools which, in turn, have a 
direct effect on the knowledge transfer process to an emerging market. Hence, an 
additional factor labeled as cost was included in the theoretical framework.  
 
Upon analyzing the findings, the authors have identified a factor that could not be 
characterized as a direct influential factor of the knowledge transfer process but still is 
pivotal in the transferring of knowledge to a subsidiary in an emerging market – the 
recruitment process. The process of hiring individuals that share the organization’s values 
and beliefs are instrumental for the organization in order to orchestrate a transfer plan that 
is tailored for the selected market. The findings have illustrated that individuals whose 
underlying assumption is not aligned with the organization’s values could directly harm 
the organization’s reputation as well as the knowledge transfer process. 
 
 
8.2 THEORETICAL CONTRIBUTIONS 

The theoretical framework that explained the knowledge transfer process that was based 
on the authors’ literature review (figure 6 and 10) has been modified throughout the study. 
Although no influential factors have been removed from the generated framework, there 
has been substantial adjustments. As previous literature suggests, the HQ-subsidiary 
relationship is of great importance to the intra-organizational knowledge transfer process 
since a strong connection between the formal units enables the MNC to both operate 
based on globally and locally adapted premises. However, the findings depicted a reality 
that includes other characteristics than the ones that are implied in the previous literature. 
Hence, the authors argue that it is appropriate to rename ‘HQ-Subsidiary Relationship to 
‘Organizational Structure’ since the morphology of the organization would be considered 
as a more universal term than Nohria and Ghosal’s (1994) description of the headquarter-
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subsidiary relationship. However, the essence of the term remains the same. The rationale 
behind the decision to leave the original influential factors unconcerned is that the 
interviewees strongly expressed that psychic distance, organizational culture, absorptive 
capacity and HQ-subsidiary relationship (now organizational structure) are pivotal when 
discussing the influential factors of the knowledge transfer process. In order to clarify 
what alterations that have transpired, the changes based on this study’s findings are 
illustrated in red in the figure 11.  

Figure 11: Revised Framework of Knowledge Transfer Process 

 
 
The first factor that has been added to the revised framework of the knowledge transfer 
process (figure 11) is the dyadic exchange of feedback. Previous theoretical propositions 
have strictly explained the knowledge transfer process as a straightforward 
communication from the sender to the receiver (Shannon & Weaver, 1957; Szulanski, 
1996). This study highlights the dynamic structure of a successful knowledge transfer 
process since the feedback culture that was implemented in the organization facilitated 
the exchange of information between the sender and the recipient and, hence, could 
contribute to a more thorough comprehension of the transmitted knowledge. The 
interviewees strongly express the significance of the feedback culture due to its direct 
impact on the knowledge transfer process. Although the concept could be characterized 
as a subcategory to the organizational culture, the interviewees argued that feedback only 
had a positive effect on the knowledge transfer process compared to organizational 
culture that displayed both positive and negative impacts on the procedure. The purely 
positive impact of feedback on the knowledge transfer process deviates from the existing 
studies as well as feedback being a dyadic relationship between the sender and the 
recipient. Hence, the feedback-factor is illustrated at the bottom of the framework where 
it shows the dyadic relationship between the sender and the recipient.  
  
The second influential factor that has been added to the original theoretical framework is 
‘cost-perspective’. Although H&M characterizes themselves as a values-driven 
organization, they utilize sustainable spending in order to maintain their strong brand 
reputation. As a player on the multinational arena, the organization desires to create an 
image where the values are a focal point of their strategy. Hence, the incorporation of the 
cost-perspective allows the organization to enhance its reputation. Moreover, the purpose 
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of the cost-perspective influences the senders initiative to frequently ameliorate the 
transferring of knowledge and, hence, incorporate sustainable spending in his/her daily 
operations. The cost-perspective is positioned as an influential factor to the sender due to 
its direct impact on the sender’s ability to encode the message. The cost perspective of 
the knowledge transfer process has arguably not been accentuated in previous research, 
which is why the component was not incorporated into the theoretical framework. 
  
Lastly, the concept of transfer capability has been identified as an influential factor in the 
knowledge transfer process. Although it is appropriate to argue that transfer capability 
does not have a direct effect on the knowledge transfer process, the concept affects the 
sender’s capacity and, hence, indirect influences the encoding process. The concept of 
transfer capability incorporates know-how about the various tools that are utilized in the 
knowledge transfer process as well as awareness of the cultural distance that might exist 
in the foreign subsidiary. Based on the findings, the transfer capacity primarily origins 
from experience which means that it is essential to involve an employee that has been 
involved in a similar process before. 

With the abovementioned description of the factors that may affect the knowledge 
transfer process, organizations could utilize this framework before transmitting important 
know-how to a subsidiary in a foreign market. Although research of the knowledge role 
in internationalizing and the effecting factors already exists, this study contributes to 
extending this research (Duarte Moleiro Martins, 2016; Gulanowski et al., 2018). 
However, it should be considered that this framework is generated based on a 
multinational fast-fashion retailer that established its first subsidiary on the African 
continent. Hence, there is room for improvement of the revised model if one chooses to 
observe the phenomenon in another emerging market or organizational setting.  

 
8.3 PRACTICAL CONTRIBUTIONS 

The revised model could function as a simplified illustration of the knowledge transfer 
process as well as its influential factors. This paper also provide unique geographical 
insights since a study of the same nature has not been conducted in a similar setting 
before. Hence, organizations who operate on a multinational level could utilize the 
framework as a component of their internal audit process of similar procedures. This 
study could also contribute to a greater understanding of the various obstacles that do not 
exist in the domestic arena as well as how to utilize certain tools in order to overcome 
those barriers. As stated, the model is designed based upon previous literature but due to 
the subtraction of excessive factors as well as addition of factors that have not been 
considered in prior models, it is appropriate to claim that it is superior compared to its 
antecedents.   
 
However, what is worth mentioning is that the theoretical framework was created in order 
to suit the knowledge transfer process from a parent company to a subsidiary in an 
emerging market. Hence, the model might not be appropriate to use for a knowledge 
transfer process that occurs in a different cultural setting. Although some emerging 
markets share certain characteristics with each other, the national culture and individual 
perceptions about reality may differ. Moreover, the additional influential factors in the 
revised model are based on a values-driven, multinational organization with a clear 
heterarchical structure which means that other factors could be identified in organizations 



   
 

 78 

with a different culture, structure, and strategy. Based on the abovementioned statements, 
it is evident that the revised model is suitable for organizations who are similar to H&M 
and operates in emerging markets with similar characteristics as South Africa. 
Furthermore, the following section will describe firm-specific practical contributions for 
H&M (Section 8.5).  
 
 
8.4 SOCIETAL IMPLICATIONS 

With successful knowledge transfer from an impactful MNC like H&M, the emerging 
market (South Africa) as a whole could potentially benefit from further economic and 
social development. This may serve as a ‘best practice’ example of how to conduct the 
transfer of knowledge that can attract other MNCs to invest in South Africa as well as 
help local businesses improve their operational practices. Furthermore, successful 
business practices are also likely to lead to the creation of more jobs, which should 
contribute to improving the high unemployment rates in the country. Also, in countries 
where there are great income disparities, it is particularly important to clearly 
communicate how the company gives back to its employees as well as what the 
employees can expect from the company. If this information is not transferred 
successfully, the employees may interpret the business’s practices solely being profit 
minded without caring for its staff. This may particularly be the case for a large MNC 
entering an exotic market as the locals may start to question the company’s willingness 
to give back to the society they are operating in. For that reason, there needs to be a clear 
strategy on how the company should contribute back to the society and needs to be 
successfully passed on throughout the subsidiary. In other words, this relates to making 
the company’s operations locally relevant to the market they are operating in, which is 
dependent on having a sustained transfer of knowledge of the strategy that should be used 
in order to make that happen. 
 
 
8.5 RECOMMENDATIONS FOR H&M 

This section is added in order to provide H&M with information that could enhance their 
knowledge transfer process to other emerging markets in the future. Due to the narrow 
scope of this single case study, MNCs who share the same characteristics as H&M may 
also benefit from the following propositions. As an established international player in the 
global arena, H&M possesses endless opportunities for human capital. As the findings 
have illustrated, it is the individual capability to encode and decode the desired message 
that defines whether the knowledge transfer is successful or not. Thus, the organization’s 
due diligence of possible employees in emerging markets could be described as a decisive 
factor in the establishment. The organization must also exploit the human capital that 
exists in the South African-market and utilize the establishment as a watershed when 
establishing future subsidiaries in similar markets. Through the embracing of their core 
value ‘constant improvement’, the organization can utilize the process of reverse 
knowledge transfer in order to evaluate and improve their existing tools, processes, and 
methods. On a non-managerial level, it is not difficult for employees to take advantage of 
the career opportunities that the organization offers. Due to the irreplaceability of the 
seven core values, ambitious employees could easily climb the organizational ladder by 
aligning H&M’s norms and beliefs with his/her individual values from the beginning. 
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8.6 LIMITATIONS AND FUTURE RESEARCH 

Despite the fact that quality was a priority for the authors throughout the study, there will 
always be limitations that are essential to recognize in order to demonstrate that the 
findings have been critically evaluated. One limitation that most certainly is worth 
mentioning is that the interviewees might not have answered entirely truthfully. Knowing 
that management was aware of that they were being interviewed, the interviewees may 
have felt the need to answer in a certain manner. This is particularly relevant for the 
findings concerning absorptive capacity where interviewees were asked to reflect upon 
their ambition to explore and embrace external information where they may have felt 
obligated to say that this is something they do. 
 
Furthermore, although Hofstede’s dimensions of national culture provide useful tools for 
outlining South Africa’s culture (Hofstede, n.d.), it was unfortunately only researched on 
the white population of South Africa. As previously mentioned, the white South African 
population only makes up 8% of the total population (Stats SA, 2011). Hence is the 
majority of the population; black Africans, colored, and Asians not part of the study. 
However, the authors argue that the underlying essence of Hofstede’s study is universally 
utilized and, hence, could be incorporated in this thesis as well. Although the results from 
Hofstede’s study did not include answers from the majority of the South African 
population, the significance of the various dimensions remains the same. Hence, the 
authors agree that by incorporating Hofstede in the paper, they provide the reader with a 
general understanding about the national elements that affecting the knowledge transfer 
rather than solely illustrate alleged facts about the South African population. 
 
Another limitation to the study that needs to be acknowledged is the measure of psychic 
distance. Knowing that psychic distance is merely a perception held by key decision-
makers, it is very likely that this perception can change over time (Shenkar, 2001). On 
that note, the measured psychic distance in this study may have been different if measured 
at another point in time. For example, if the study would have been conducted at the first 
start of the subsidiary establishment in 2015, the perceived psychic distance of expats and 
local managers may have measured differently as certain happenings had not yet taken 
place. 
 
Even though knowledge transfer as well as other branches of knowledge management are 
fields of research that have been studied extensively, the authors have identified further 
topics that would be appropriate for further research. Since this study focused on an MNC 
in an emerging market, it would be suitable to do an exploratory study that highlights the 
knowledge transfer process to a developing market where the macroeconomic noise 
might have a larger impact. Additionally, other influential components might be of 
significance which makes it suitable for a comparison with the findings from this study. 
Based on the statement above, a comparative study of a specific organization’s 
knowledge transfer process to two similar markets would also be of interest. A suggestion 
would be to compare the knowledge transfer process associated with the subsidiary 
establishments of South Africa and Australia, two markets that were opened with only 
one year apart (H & M, 2014). 
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The second proposition is to focus on a company that does not share the characteristics 
of a values-driven organization with a clear heterarchical structure. It would be 
appropriate to investigate if the influential factors might differ if one chooses to examine 
an organization that has a different culture, structure, and strategy. 
 
Lastly, since this study amongst many others is considered to be characterized as 
qualitative research with an exploratory approach, it would be interesting to investigate 
the tacit knowledge in a more quantitative manner. By quantitating the collected data, 
researchers could examine various tools as well as cultural disparities, which could 
function as a base to a more applicable framework based on empirical evidence rather 
than individual perceptions and observations of the influential factors in the knowledge 
transfer process to an emerging market.  
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10. APPENDIX 

10.1 CODES FOR INTERVIEW GUIDE 

Code Topic 
AC Absorptive Capacity 
PS Psychic Distance 

HQ-S HQ-Subsidiary Relationship 
SA Adapting to South African Market 

KT Knowledge Transfer 
OC Organizational Culture 
GI General Information 

 
 
10.2 INTERVIEW GUIDE 
 

Interview Question Type of 
Question 

Codification 

   
Please describe your journey at H&M. Opening GI 
Take us through the role you’ve had in 
establishing the South African subsidiary. Opening  GI 

   
What factors/obstacles do you interpret to have 
been the most troublesome throughout the 
subsidiary establishment? 

Generative AC, PS, HQ-S, 
SA, KT, OC 

Describe the learning process for a new 
employee. Are there any specific tools that H&M 
uses to facilitate this process? 

Directive OC, KT 

For an old employee, did H&M provide you with 
country-specific knowledge when moving to the 
South African-subsidiary? 

Directive HQ-S 

Would you identify psychic distance as an 
influential component when transferring 
knowledge? 

Directive PS 

If so, comment on what in particular in regard to 
psychic distance that has affected the knowledge 
transfer process? 

Directive PS, KT 

Do you think that the cultural differences could 
be considered as obstacles or opportunities when 
establishing a new subsidiary in a foreign 
market? 

Directive PS 

How do you like to follow up on learning and 
what measures do you tend to use in order to 
assess the learning progress? 

Directive KT  
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Looking back at the subsidiary’s establishment, is 
there any specific recall that comes to mind? Generative GI 

Is there anything you, personally or as a team, 
would have done different? Generative AC, PS, HQ-S, 

SA, KT, OC 
   

Is there anything additional that you would like to 
add or thoughts that you would like to emphasize 
that have not been discussed? 

Closing GI 

 
 
10.3 LIKERT SCALE – PSYCHIC DISTANCE 

Degree of to which the following factors have been significant in the establishment of 
the subsidiary. 

 
EMP

01 
EMP

02 
EMP

03 
EMP

04 
EMP

05 
EMP

06 
EMP

07 
EMP

08 
EMP

09 
Culture 3 4 4 5 3 4 5 2 3 

Language 3 3 1 5 3 3 2 1 2 
Level of 

Education 2 4 4 5 3 2 3 4 2 

Level of 
Infrastructure 3 4 2 5 4 4 4 3 4 

Political System 
1 5 4 4 2 3 4 2 3 

Business Ethics  
4 5 4 4 4 3 4 4 5 

Accepted 
Business 
Practices 3 4 2 3 3 2 4 2 5 

Safety 4 5 2 4 4 2 4 3 5 
 
Based on Child et al. (2009) 
 
1 = “No Real Significance” 

5 = “Very Great Significance”  
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10.4 LIKERT SCALE – KNOWLEDGE TRANSFER 

 
EM
P01 

EM
P02 

EM
P03 

EM
P04 

EM
P05 

EM
P06 

EXP
01 

EXP
02 

EXP
03 

EXP
04 

EXP
05 

I understand the 
organization’s 

core values  
5 5 5 5 4 5 5 5 5 5 5 

I’ve learnt a lot 
of company-

specific 
knowledge and 

completely 
understand the 

H&M’s 
operations.    

5 4 4 5 4 4 4 5 5 5 5 

I apply the 
organization’s 

core values to my 
work 

4 5 5 5 4 4 5 4 5 5 5 

I have modified 
my work 

activities based 
on the acquired 

knowledge.   

4 4 3 3 3 4 4 5 4 4 4 

My work 
performance has 

been 
significantly 
improved. 

4 4 4 4 3 5 3 4 4 4 3 

The organization 
constantly 
attempts to 
facilitate the 
knowledge 

transfer process.  

3 3 5 5 4 4 4 4 4 4 4 

 
Based on Ngoc (2005) 
 
1 = Strongly Disagree 
2 = Somewhat Disagree 
3 = Neutral 
4 = Somewhat Agree  
5 = Strongly Agree 
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10.5 LIKERT SCALE – ABSORPTIVE CAPACITY 

 
EM
P01 

EM
P02 

EM
P03 

EM
P04 

EM
P05 

EM
P06 

EXP
01 

EXP
02 

EXP
03 

EXP
04 

EXP
05 

I actively seek 
external 

information in 
order to 

improve my 
work 

5 5 5 3 2 4 4 3 4 3 4 

I actively ask 
my colleagues 

for work-
related 

knowledge 

4 3 4 4 2 4 5 4 4 5 5 

I clearly 
understand 

what is going 
on in my 

department. 

3 4 5 5 4 4 4 4 5 5 5 

I am able to 
assimilate the 

acquired 
knowledge to 

real world 
problems 

3 4 4 5 4 4 5 4 4 5 4 

I actively try to 
update my 

skills by 
participating in 
workshops/trai

ning courses  

4 5 5 2 3 4 3 4 3 2 3 

I am able to 
acquire and 
assimilate 
knowledge 

related to my 
work 

4 4 5 4 3 4 5 4 5 4 5 

 
Based on Ngoc (2005) 
 
1 = Strongly Disagree 
2 = Somewhat Disagree 
3 = Neutral 
4 = Somewhat Agree  
5 = Strongly Agree 

 

10.6 EMERGENCE OF ADDITIONAL FACTORS 

A table displays the formation of the additional factors cost, transfer capability, and 
organizational structure that emerged from the empirical findings. The table shows 
examples of quotes from the findings that shaped the three factors. The table is 
displayed horizontally on the following page.  
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 p
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 re
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r b
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n’
t r

ef
le

ct
in

g 
ou

r v
al

ue
 o

f a
 c
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 c
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 c
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e 
on

e 
th

at
 e

ve
n 

no
w

 I 
ca

n 
te

ll 
yo

u 
on

 8
0%

 o
f p

eo
pl

e’
s d

ev
el

op
m

en
t p

la
ns

 is
 g

oi
ng

 to
 b

e 
gi

vi
ng

 a
nd

 re
ce

iv
in

g 
fe

ed
ba

ck
.”

 
  

  

EX
P0

4:
 “

Th
e 

ge
ne

ra
l i

de
a 

of
 se

nd
in

g 
ex

pa
ts 

in
to

 a
 n

ew
 m

ar
ke

t i
s t

o 
ha

ve
 n

ot
 a

 tr
an

sf
er

 o
f k

no
w

le
dg

e 
an

d 
it’

s v
er

y 
co

st
ly

. S
o 

of
 c

ou
rs

e,
 

th
er

e’
s n

ee
d 

to
 b

e 
an

 e
xi

t p
la

n 
or

 d
iff

er
en

t, 
th

e 
be

gi
nn

in
g,

 a
 tr

an
sf

er
 p

la
n 

on
 k

no
w

le
dg

e 
an

d 
th

en
 a

n 
ex

it.
” 

C
os

t 
O

rg
an

iz
at

io
na

l 
St

ra
te

gy
 

EX
P0

1:
 "

Th
e 

fu
nd

am
en

t i
s t

o 
ha

ve
 a

 st
ro

ng
 b

ra
nd

 th
at

 w
ill

 re
du

ce
 th

e 
co

sts
 […

] I
t’s

 v
er

y 
ex

pe
ns

iv
e 

an
d 

th
er

e’
s n

o 
re

tu
rn

 w
he

n 
op

en
in

g 
th

e 
fir

st
 st

or
es

 [i
n 

a 
co

un
try

]."
 

  
  

EX
P0

1:
 “

If 
yo

u 
ch

ea
t w

ith
 th

e 
kn

ow
le

dg
e 

tr
an

sfe
r p

ro
ce

ss
, i

t’l
l b

e 
ve

ry
 c

os
tly

 b
ec

au
se

 y
ou

’ll
 h

av
e 

to
 h

ire
 sp

ec
ia

lis
ts

 fr
om

 o
th

er
 c

ou
nt

ri
es

 th
at

 
w

ill
 sa

ve
 th

e 
si

tu
at

io
n.

” 
 

  

EX
P0

5:
 “

In
 H

&
M

's 
cu

ltu
re

, i
t's

 v
er

y 
m

uc
h 

le
ar

ni
ng

 b
y 

do
in

g,
 le

ar
ni

ng
 b

y 
ex

pe
rie

nc
in

g.
 A

nd
 I 

ca
n 

sa
y 

th
er

e 
is

 n
o 

su
ch

 th
in

g 
as

 a
 c

ou
nt

ry
 

m
an

ag
er

 tr
ai

ni
ng

 a
s p

er
 se

. I
t r

ea
lly

 d
ep

en
ds

 o
n 

yo
ur

 in
di

vi
du

al
 k

in
d 

of
 e

xp
er

ie
nc

e,
 y

ou
r l

ev
el

 o
f l

ea
de

rs
hi

p 
an

d 
w

ha
t y

ou
've

 b
ee

n 
ex

po
se

d 
to

 
be

fo
re

.”
 

Tr
an

sf
er

 
C

ap
ab

ili
tie

s 
En

co
di

ng
 

EM
P0

1:
 “

Yo
u 

ca
n 

on
ly

 c
ha

ng
e 

if 
th

er
e's

 so
m

eb
od

y 
le

ad
in

g 
by

 ex
am

pl
e 

an
d 

as
 so

on
 a

s y
ou

've
 m

et
 th

os
e 

in
sp

ir
in

g 
le

ad
er

s t
ha

t i
s l

iv
in

g 
th

os
e 

va
lu

es
, y

ou
 a

re
 v

er
y 

op
en

 m
in

de
d 

to
 a

bs
or

b 
th

os
e 

va
lu

es
 th

at
's 

be
in

g 
liv

ed
." 

 
  

EX
P0

5:
 “

Pe
op

le
 a

re
 v

er
y 

gr
at

ef
ul

 to
 h

av
e 

fo
un

d 
th

e 
co

m
pa

ny
 w

he
re

 th
ey

 c
an

 m
ay

be
 b

e 
th

em
se

lv
es

, w
he

re
 th

ey
 a

re
 o

ffe
re

d 
fa

nt
as

tic
 c

ar
ee

r 
op

po
rtu

ni
tie

s.”
 

O
w

ne
rs

hi
p 

D
ec

od
in

g 
A

bs
or

pt
iv

e 
C

ap
ac

ity
 

EM
P0

1:
 “

I’m
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