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Abstract 

Western multinationals, which venture into the vast Chinese market, encounter 

numerous challenges rooted in the very cultural and philosophical differences 

between East and West. As the importance of the Chinese market has been growing, 

it has become crucial for Western companies to achieve success in China in order to 

eventually establish themselves as true global players (Rugman and Verbeke 2004).  

In this regard, a novel notion of building a second home in China has been emerging, 

where western multinationals “treat” their second home with the same level of 

importance as their home market (Galvin, Hexter and Hirt 2010).  

Thus, the main research issue of this thesis is formulated around the construct of 

second-home and in particular second-home strategy in China, which as an emergent 

concept, needs to be further explored in order to establish its theoretical significance. 

In particular, the focus is on the possible aspects of a second-home strategy.  

The lack of existing theoretical framework sets the purpose of this study: to develop 

(or contribute to developing), rather than test a theory. Hence, I extensively draw on 

detailed descriptions and evidence from two case companies, Carlsberg and Grundfos, 

in search for elements, which remain constant across the cases (Sutton and Callahan 

1987). In this process I rely heavily on primary and secondary sources of qualitative 

data, which is analyzed through techniques of within- and cross-case analyses.  

In the end a conceptual framework is developed, based on continuous comparison 

between case evidence and emerging theory. In short, I propose that a tentative 

construct of “second-home learning” during the exploration of local context causes 

strategic focus in five key aspects: new solutions, low-end exploration, distribution 

diversification, local talent in top management and shaping regulations, which could 

potentially constitute part of a second-home strategy. Second-home strategy leads 

to higher commitment and thus long-term success in the Chinese market.  

In broader aspect the insights integrate in the established literature on global, local 

pressures and worldwide learning (Barlett and Ghoshal 1998). In practice, the thesis 

refines the broad suggestions by Galvin, Hexter and Hirt (2010) on building a second 

home as strong as the home market. 
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Chapter 1: Introduction 

This chapter starts with an overview of the emerging markets and doing business in 

China, and then delves into a more fundamental discussion of Eastern versus 

Western logic. Further, it briefly presents the background and motivation for the 

research and ends with a concise description of the thesis structure.  

1.1 The emerging markets and China  

Peculiarities of emerging markets 

Our globe is divided into two worlds: the world of the developed countries and that of 

developing countries. What makes them so distinct is that their economies are based 

on different resource pool configurations and follow different business game rules. 

Developed countries have skilled labor, education, functioning institutions and 

governments. In developing countries, on the other hand, institutions and 

government are unstable, while functioning democracy with a well-established legal 

system is lacking.  

In spite of these quite general perceptions, some of the developing countries are 

experiencing impressively high economic growth, outpacing the saturated and 

mature markets in the developed world. That is why they are commonly referred to 

as emerging markets. Such is the case of the BRIC countries: Brazil, Russia, India 

and China; among which China and India are the most populous ones and reach 

higher economic growth rates (Mutum, Roy and Kipnis 2014, p. 3-6). Together these 

two Asian giants constitute 40 percent of the world’s population and accounted for 

half of the growth of the world’s gross domestic product (GDP) in the mid 2000s 

(Hansen, et al. 2010, p. 1-25).  

Nowadays the weight of the global economy has shifted toward emerging markets, 

which are going through industrial   and urban revolutions similar to the 19th century 

industrialization in the developed world (Dobbs, et al. 2014, p. 1-13). These booming 

markets have grown into more than simply sources of raw materials and cheap labor. 

They are now important drivers of the global economy. Their soaring growth rates 

and fast urbanization have lead to the rise of a middle class with increasing 

disposable income (Mutum, Roy and Kipnis 2014, p. 3-6). Even though living 

standards in these countries are still much lower than in the developed world, they 
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are catching up quickly. On the other hand, the saturation of the Western developed 

markets has urged many multinational corporations (MNCs) to start thinking of 

emerging markets in strategic terms and include them as an integral part of their 

global strategies (Pacek and Thorniley 2007, p. 1-5).  Despite the increasing threat 

of local competitors and rising commercial maturity of the emerging markets, 

Western MNCs are often capable of capturing market share there faster than in 

developed countries. However, the window of easy opportunities is quickly closing, as 

the emerging markets experience further development and maturity (Pacek and 

Thorniley 2007, p. 1-5). Hence, MNCs have realized the importance of redrawing 

their strategic landscape in order to be able to capture opportunities also in the long 

run (Hansen, et al. 2010, p. 1-25). 

When it comes to penetrating emerging markets, Western companies are often 

uncertain how to deal with the challenges and how to successfully adapt their 

strategies.  

The structure of emerging markets often lacks segmentation or there is a 

simultaneous existence of global, glocal, local and bottom of the pyramid (BOP) 

segments (Khanna and Palepu 2006). This can be tricky for multinationals in terms 

of capturing many business opportunities. Moreover, consumer brand loyalty tends 

to be lower in emerging markets, even though the past decade customers have 

become more loyal to brands (Pacek and Thorniley 2007, p. 1-21). 

Formal institutions in emerging markets, such as rules and regulations, for instance, 

are unstable and sometimes non-existent in comparison to the developed world. 

Such institutional voids often cause confusion in MNC activity in terms of what can be 

considered ethical or correct (Hansen, et al. 2010, p. 1-25). 

Furthermore, often times there are measures or constraints imposed upon foreign 

companies, as well as lacking protection of property rights. Governments in the 

emerging markets usually have a quite strong influence on the economy, which calls 

for good government relations.  

Informal institutions, on the other hand, such as networks and traditions, are much 

more important and relied on in developing countries. In fact, such institutions make 

up for the lack of stable formal institutions and they are so influential that they can 
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pose barriers for foreign companies striving for market share (Hansen, et al. 2010, p. 

1-25).  

When entering the emerging markets, there is also the challenge of competition from 

both local and other international players.  

For instance, it has become extremely hard for new entrants to gain market share in 

oligopolistic industries, such as electronics and breweries, where active consolidation 

games through mergers and acquisitions have secured market dominance for the 

established players. Thus if an MNC is not amongst the advantageous first movers 

and has not participated in the initial consolidation of a market, it can be quite hard 

to overcome the fierce competition (Hansen, et al. 2010, p. 1-25). 

Another important consideration in terms of competition is the growing threat of 

companies within the emerging markets (Hansen, et al. 2010, p. 1-25). These rising 

emerging market players may start out by simply imitating the large MNCs but then 

they can move on to more sophisticated innovations, some of which may even 

disrupt industries. 

In sum, the vast and promising emerging markets offer numerous opportunities for 

Western multinationals to capture market share and experience growth on a global 

scale. However, these still developing markets also pose many challenges, which 

need to be accounted for before initiating an entry.  

Introduction to doing business in China  

Over the past three decades China’s growth and market development for businesses 

has been extraordinary. China turned into the second largest economy in purchasing 

power parity (PPP) terms, therefore the most attractive emerging market to do 

business in (Hansen, et al. 2010, p. 1-25). However, 2015 has been a tough year for 

the Chinese economy and there have been concerns of a significant economic 

slowdown, as the Chinese market underwent a slump in June 2015 (BBC Business 

2015).  

China is also a very complex and difficult market (Choi and Nailer 2005).  

During the 80s and early 90s China’s government imposed restrictions on foreign 

investors in its economy. Wholly foreign-owned enterprises (WFOEs) were not 

allowed in many sectors, so foreign investors had to form joint ventures (JVs) with 

local partners (Borgonjon and Hofmann 2008). Sometimes the Chinese partners were 
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located in many different provinces, which resulted in fragmentation and 

unsuccessful integration of operations in the country (Williamson and Zeng 2004).  

However, China’s entry into the World Trade Organization (WTO) in December 2001 

has accelerated the country’s economic opening, as well as boosted its trade and 

investments (Wang 2006). As a result China registered impressive annual growth of 

up to 10 % between 2004 and 2013 (Marketline 2015). With rapidly growing markets, 

1.3 billion consumers and a rising middle class, the world’s most populous country 

has become very attractive for many foreign multinational companies (Van Gorp and 

Jagersma 2003). 

Some of these MNCs did take the risk of entering early on and managed to build up 

more knowledge and experience than the latecomers (Van Gorp and Jagersma 

2003).“In China everything is possible but nothing is easy “ is what foreign 

companies learn once they enter that vast market (Williamson and Zeng 2004).  

Not only is it complicated to deal with governmental and legal issues but also quite 

difficult to understand the Chinese culture and personal relations. In this sense, it 

becomes necessary for foreign companies to establish their guanxi network, which is 

all about cultivating personal connections with influential people in organizations or in 

governmental positions (Wilson and Brennan 2010). 

What is more, some of the most pressing considerations of MNCs have been how to 

adapt sales, marketing and delivery to the specific conditions of the Chinese market 

and the local preferences (Marketline 2015). Often, Western companies, which 

embark on doing business in China, are more advanced in certain aspects than their 

local counterparts. Nonetheless, the success of these global players has been 

continuously challenged by the quickly developing local companies, which are turning 

into formidable competitors thanks to their unique competences and more 

experience-based approach to customer needs (Williamson and Zeng 2004) (Galvin, 

Hexter and Hirt 2010). Foreign firms usually enter the high end of the Chinese 

market seeking to take advantage of their superior technologies and brands 

(Williamson and Zeng 2004). However, the Chinese competitors quickly erode the 

premium positioning of the MNCs by creating lower-priced substitutes and then 

upgrade their quality, thus further squeezing the premium niche of the global players 

(Choi and Nailer 2005).  
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Furthermore, even though the MNCs may possess superior marketing, branding and 

supply-chain management skills, these are often rendered ineffective by the lack of 

the necessary supporting factors in the Chinese environment (Williamson and Zeng 

2004). 

For instance, Chinese customers have totally different needs in comparison to 

Westerners, thus forming different market segments. In spite of the impression given 

by the more affluent Southeast regions, a large part of China is still rural and the 

population’s income is low. Hence, Chinese customers are willing to buy cheaper and 

less reliable products, which poses a challenge for MNCs to translate the high quality 

of their offerings into premium prices (Williamson and Zeng 2004). 

Additionally, many Chinese industries are highly fragmented, which not only subverts 

MNC economies of scale but also undermines their distribution efficiency. Unreliable 

distribution systems can deprive MNCs of their competitive advantages in supply-

chain management. Thus, the foreign companies may eventually fail to communicate 

the superior quality and performance of their products (Williamson and Zeng 2004). 

Overall, the excitement from operating on the Chinese market is mixed with a great 

deal of frustrations. Undoubtedly, liberalizations of the markets, opening up to 

foreign business activity, urbanization and industrialization are all factors, which 

stimulate doing business in China. However, beyond China’s booming cities, there 

are the vast rural areas with all of their distribution, sales and service complexities. 

So, once present in the Chinese market, MNCs face the challenge of learning to adapt 

to its peculiarities (Williamson and Zeng 2004). 

Eastern versus Western logic  

The complexity of doing business in China is rooted in the very cultural and 

philosophical tenets of East and West as they fundamentally differ from each other.  

Chinese culture can be perceived as the co-development of the philosophies of 

Confucianism, Taoism and Buddhism. The core of Chinese culture lies in 

Confucianism, which is based upon the four fundamental ideas of: family above 

institution; the particularistic over the universal rule; the in-group identity over 

individual identity and intrinsic self-control over extrinsic top-down control (Li 2011). 

Chinese cultural tradition is deeply rooted in the pre-Qing dynasty philosophies, 
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which Li calls “Chinese philosophy of wisdom” in contrast to “Western philosophy of 

knowledge” (Li 2012b).  

The “Chinese philosophy of wisdom” includes complexity or “Tao” (“the heaven-

human-earth harmony”) as the ontology; “Yin-Yang balancing” as the epistemology 

and the metaphor or “Wu”(“intuitive imagination”) as methodology (Li 2012b).  

Western philosophy, on the other hand, relies on epistemology of rational 

reductionism, i.e. either/or (dichotomy) and ontology of realism-idealism separation 

(Li 2012b). 

To begin with, “…the East refers to the regions traditionally influenced by the ancient 

Chinese civilization, while the West refers to regions traditionally influenced by the 

ancient Greek civilization” (Li 2012b).  

In order to illustrate the contrast between Eastern and Western logic, it is important 

to explicate how their cognitive frames and logic systems approach the notion of 

paradox. Paradox refers to contradictory yet interrelated elements, which can coexist 

(Li 2014). Western logic, on the one hand, is very much based on Aristotle’s 

“either/or” logic, which rejects paradoxes and searches to alleviate inconsistencies by 

separating mental opposites (Li 2014). Another Western frame is Hegel’s dialectic 

“both/and” logic, which at first sight opposes Aristotle’s logic but in reality they are 

consistent with each other. The “both/and” logic appears to accept the coexistence of 

opposites but these are just “fakely” conflicting elements because in different cases 

they can be actually compatible (for example in co-opetition, glocalization etc.). 

Hence, both of the abovementioned Western frames fail to deal with the coexistence 

of true opposites (Li 2014). Furthermore, Western thinking has rationality at its core 

but what is beyond the surface is deemed ambiguous and unreliable.  Thus, 

ambiguity, inconsistency and contradictions are rejected by Western tradition.  

In contrast, the Chinese paradoxical yet balanced approach to life is based on the 

dialectic Taoist Yin-Yang principle, which suggests that there is no absolute black or 

white and those opposites depend and exist on each other (Fang 2006). This 

represents Ying-Yang’s unique and superior approach in terms of dealing with 

paradoxes as opposed to the Western logic. The “either/and” Yin-Yang frame, as Li 

characterizes it, truly embraces paradox by recognizing both trade-off and synergy 

between true opposite elements in the same place at the same time; it regards 
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contradictions as “contrary yet complementary”. This principle has the unique value 

of explaining paradox by reframing it into duality as “opposites-in-unity” (Li 2014). 

In this respect, the Chinese cognitive framework of Yin-Yang balance is helpful in 

exploring highly complex phenomena and can be applied to controversies such as 

exploitation-exploration, competition-cooperation, similarity distinction etc. In 

essence, the Eastern logic tolerates paradoxes and what is more, they are crucial for 

the perception of the whole. Ambiguity is also considered beautiful; there is no 

confusion in it, on the contrary- it contributes to the understanding of complex 

phenomena. Interestingly, ambiguity is embedded in the innovation process where 

no fixed rules can be set in advance (Li, Lectures 2014).  

Thus, due to all fundamental distinctions, it is a challenge to achieve geocentric 

integration between the West and the East at a philosophical level (Li 2012a).  

According to Li, the best way for East to meet West is namely the Yin-Yang approach. 

But first the East must learn from the West not by imitation but rather by critical 

learning. Furthermore, the East must learn from its cultural traditions and integrate 

that learning with learning from the West (Li 2014). 

The trend for the West to meet and integrate with the East is reflected through a 

paradigm shift, which is based on the central theme that the “Eastern philosophy of 

wisdom” mainly deals with knowledge exploration in the realm of the ambiguous; 

while the “Western philosophy of science” exploits certain and concrete knowledge 

(Li 2012a). 

In sum, the Chinese market, as attractive as it may seem to Western players, poses 

many challenges and barriers, which at a fundamental level relate to the 

philosophical contradictions between East and West. For MNCs it becomes imperative 

to be receptive to Eastern cultural traditions in order to be successful in such a 

contextually different market.  

1.2 Background of the research  

As China’s economy has been booming the past decades, the country has turned into 

“a competitive battlefield on which global winners are determined” (Galvin, Hexter 

and Hirt 2010). Thus, operating in the Chinese market has become crucial in terms 

of achieving global success. In this respect, the idea of committing to China and 

becoming as successful in that market as in the home market has been gaining 
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importance both in the business world and the academic world. In particular, the 

notion of second-home, i.e. turning China into multinationals’ second home, has 

been emerging as a novel concept with significant implications. MNCs, such as 

Danfoss and Grundfos, have been talking about strategizing towards strong 

commitment and being as Chinese as the Chinese themselves, or simply what they 

call building a second home in China. For instance, Jørgen Clausen, the former chief 

executive officer (CEO) of Danfoss, the Danish producer of energy-efficient solutions 

(Annual report 2012), in a 2006 interview mentioned that the fact the company 

started defining its aspirations in China by market share rather than by growth rates 

also led them to the concept of China as a second-home market (Hoover 2006).  

Beyond the business world, the notion of second-home has been also attracting the 

attention of authors, who have early noticed the theoretic potential of such a concept. 

However, all there is are practical recommendations and suggestions, and the 

possibility of building a theoretical concept out of second-home is yet to be explored.   

I first became acquainted with the notion of second-home and in particular second-

home strategy during the elective course “International business in China”, where 

professor Peter Ping Li introduced it during his lectures as part of his research 

agenda. After having written an exam paper and a teaching case on the same topic, I 

embarked on a longer and more adventurous journey through this thesis. Given the 

lack of any theories, whatsoever, my research aims at exploring the possible content 

of the second home concept and attempts to contribute to its understanding.  

Thus, the purpose of the thesis is not to test any theory, but to contribute to the 

emergent theoretical concept of second-home. Such clearly inductive approach, 

which is discussed in detail further on, pre-defines the theory-building character of 

this study and influences very much its structure.  

1.3 Structure of the thesis  

From the introduction so far it has become clear that the thesis is meant to build up 

on a new construct. However, in order to specify the research question, the thesis 

first examines the antecedents, or issues, which logically precede the emergent 

second-home notion. They also provide broad guidance throughout the inductive 
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process and later on towards category formation. This early literature review ends 

with formulation of a more focused research question.  

Further on, an in-depth description of the thesis methodology is presented, which is 

directly followed by the analysis part. Since this study is not about theory testing but 

theory building, at this point of the research, there is no actual theoretical framework 

to apply in order to analyze the gathered data. The framework from the early 

literature review is too loose and simply meant for guidance. Therefore, this major 

chapter is entirely structured according to the recommendations for inductive theory 

building from cases, including within-case and cross-case analyses, with the purpose 

to organize data into categories and eventually develop propositions, which emerge 

from the case evidence. In the end there is a discussion section, which aims at 

developing a conceptual framework as well as integrating the thesis findings with the 

established literature. Hence, this chapter once again refers to literature but this time 

in much broader aspect. Finally, the thesis ends with conclusion.  

 



 

Chapter 2: Early literature review  

The purpose of this chapter is to review the literature and identify some issues, 

which possibly logically precede second-home. It starts with a broader theoretical 

scope, which examines the available body of knowledge on: being a successful global 

player; disruptive innovations in emerging economies and their implications for 

global success; the importance of ambidextrous capabilities in global aspect. A 

narrower scope on second-home strategy ensues. The latter is rather immature in its 

nature, since it lacks actual theory, but it is essential for formulating more specific 

research question in the end.  

2.1 Theoretical scope  

Globalization  

Globalization and knowledge networking drive today’s innovation economy, where 

traditional approaches to strategy context are being challenged. With more and more 

multinational enterprises operating on the global markets, conventional 

classifications according to country, industry, and organizational type are becoming 

irrelevant. Due to the heterogeneity of the global environment, overall corporate 

strategies nowadays require multiple business models, and each business model 

requires a new different strategy (Davenport, Leibold and Voelpel 2006). 

First of all from a global perspective, it is important to discuss what it really means to 

be a successful global player.  

Nowadays, as fast-moving knowledge and innovation have erased traditional industry 

and geography boundaries; globalization has grown into a major and significant 

context for company strategy making (Davenport, Leibold and Voelpel 2006). 

However, global expansion and tapping into new markets has been largely 

overestimated (Ghemawat 2003). Entering new territories often involves difficulties 

and risks, resulting not only from geographic but also cultural, administrative and 

economic barriers. Hence, Ghemawat argues, companies need to take into account 

the various dimensions of distance and ask themselves how far China really is, when 

assessing the attractiveness of its market. For instance, the language barriers, the 

importance of informal institutions and guanxi; market access restrictions; taxes; 

high state involvement are just a number of the factors to be considered. That is why 

it is useful for managers to assess the influence of distance in advance, before 
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initiating global expansion and contemplate on what attributes create distance as 

well as what products are most affected by distance (Ghemawat 2001). 

Further, according to Rugman and Verbeke, globalization in the sense of economic 

interdependence between different nations, is not thoroughly understood. They focus 

their research on multinational enterprises (MNEs), as key drivers of globalization, 

and posit that in reality very few of these companies can be classified as true global 

players. That depends mainly on their penetration on foreign markets across the 

world, i.e. “the triad” of North America, Europe and Asia. Contrary to the mainstream 

view, the authors adopt a micro-level perspective on globalization, according to 

which most MNEs have the vast majority of sales in their home regions, therefore 

they are mostly regionally based enterprises. Thus, the authors maintain that in 

order to be truly successful on a global scale, a company needs a balanced breadth 

and depth of market coverage across the globe, rather than concentration of large 

percentage of sales in one region. In this respect the same scholars present three 

stages of becoming a global player: the home region stage, the bi-regional stage and 

the truly global stage. The first stage implies distribution of sales (at least 50%) 

mainly in the MNC’s home region of “the triad”. In the second, bi-regional stage, 

firms have at least 20% of their sales in each of the two regions, but less than 50% 

in any one region. In this stage, both markets experience market success as a result 

of extensive downstream firm-specific advantages (FSAs) in the two respective 

regions. And finally, the global stage is the one when an MNC achieves absolute 

global success and has its sales of 20% or more (but less than 50%) in each of the 

three regions of “the triad” (Rugman& Verbeke, 2004).  

In this same vein, Ghemawat also considers the total integration across national 

borders quite an extreme perspective.  He proposes the more balanced concept of 

semi-globalization, which is considered a state of incomplete cross-border integration 

and draws attention to region specificity, when it comes to strategy building. “Only in 

the context of incomplete integration is there scope for international MNE strategy 

that is conceptually distinct from conventional domestic strategy” (Rugman and 

Verbeke 2004).  

These views calls for rethinking of how MNE strategies are designed and emphasize 

the importance of new strategic priorities, which aim at balanced distribution of sales 

across nations in order to be globally successful (Rugman and Verbeke 2004).  
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Issue: Most companies fail to achieve balanced breadth and depth of market 

coverage across the globe (Rugman and Verbeke 2004) 

 

DI at BOP and MNC strategies for global success  

The global pyramid, representing the world population, can be divided into top of the 

pyramid (TOP), middle of the pyramid (MOP) and base of the pyramid (BOP). 

According to World Resources Institute, the people with a GDP per capita below 

$3000 belong to BOP; meaning that majority of the population in the emerging 

markets is part of BOP. Furthermore, BOP encompasses the mainstream market and 

the segment lower than the mainstream market in the emerging economies (Li 2013, 

p. 2-3). 

TOP on the other hand, resides in the developed economies, and in contrast to BOP, 

encompasses the mainstream market and the segment higher than the mainstream 

market in the developed economies. Lastly, MOP represents the segment lower than 

the mainstream market in the developed world, as well as the segment higher than 

mainstream in the emerging economies. As a result MOP resides in both developing 

and emerging economies at the same time (Li 2013, p. 2-3).  

The logic of the global pyramid is directly related to the global strategies of 

emerging-economy multinational enterprises (EMNEs) and multinational enterprises 

from the developed economies (DMNEs). Typically DMNEs deploy the strategy to sell 

“the same or similar products globally with limited local adaptations” to the higher 

end of emerging markets (Li 2012), leaving BOP and MOP ill-served or underserved. 

Khanna and Palepu (2006) refer to this high end of the emerging markets as a global 

segment, which consists of people who are ready to pay premium prices in order to 

get a global quality product (Khanna and Palepu 2006). And since established 

multinationals are usually reluctant to tailor their strategy to the developing market 

they operate in, they end up skimming the surface of “superpremium niches” without 

realizing the full potential of the fast growing middle segment of the market (the low-

end being much harder and even undesirable to penetrate) (Hansen, et al. 2010, p. 

17).  
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Recently, however, some DMNCs have recognized the strategic imperative of moving 

down the market segments in emerging countries. Conversely, EMNEs operating on 

developed markets strive to move up to the mid- or high-end of the market. 

However, we know little about this moving up or down along the segments (Li 2012) 

or how DMNEs and EMNEs compete at the MOP (Li 2013, p. 1-2). 

The moving up or down the market segments has become a significant part of the 

business models for many MNCs with important implications on how they implement 

innovations in order to deliver value to the customers. In this sense, the construct of 

disruptive innovation (DI) is of utmost significance. According to Li (2013) DI, which 

is different from the innovations in the developed economies, “…refers to a novel mix 

of critical attributes that are initially inferior with affordable “good-enough” products 

or services to start from the low-end market segment, but the attributes can improve 

over time via a bottom up process” (Li 2013, p. 37). Thus, applying DI to BOP has 

important implications for the global strategies of both EMNEs and DMNEs. The 

diverse market in emerging economies, such as China, provides best context for DI 

at BOP. Thanks to DI local entrepreneurs first grow quickly at home by targeting the 

lower-end markets, which are underserved or ill-served by the established 

multinationals. By leveraging their newly learned capabilities, they start entering the 

non-mainstream segments in the developed economies and thus turn into a threat. 

Gradually they may also introduce improvements, which allow them to move bottom-

up and even leapfrog the global incumbents. Established firms, on the other hand, 

have “inherent disadvantage” at DI at BOP since they are not prepared to deal with 

the aggressive value-price rations in the low ends of the emerging markets. They 

also perceive the BOP as unattractive due to its small market sizes. What is more, 

enterprises from developed economies are against disruptive innovations as a 

potential threat to cannibalize their markets (Li 2013, p. 168-175).  

DI at BOP does not pose only a challenge to established multinationals, but also a 

good chance to move top-down and explore new opportunities by teaming up with 

local companies and learning from them (Li 2013, p. 167-178). As proposed by Li 

(2013,p.176), by developing new skills and competences DMNEs can exploit the 

most promising innovations developed by those local players and eventually acquire 

them.  
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However, even if established companies decide to explore the opportunities of 

disruptive innovation and respectively target mid- and lower-end segments in the 

emerging market, they confront another challenge and that is the balancing of two 

conflicting business models in the same market  (Li 2013, p. 172).  

 

Issue: Insufficient knowledge on moving up or down the segments in order to 

adapt to a new market and the unique strategic options coming with that 

 

Ambidexterity in global sense  

Most firms successfully exploit their current businesses, but they find it rather 

challenging to simultaneously explore new offerings though innovations. This is 

usually due to the fact that companies, especially large incumbents, simply lack the 

flexibility to explore new possibilities. However, O’Reilly and Tushman (2011) 

maintain that some companies have been quite successful in simultaneous 

exploration and exploitation, and they call them ambidextrous organizations. Such 

companies manage organizational separation but at the same time integrate the 

units at executive level (O'Reilly and Tushman 2011), (Davenport, Leibold and 

Voelpel 2006).  

Li (2013) develops the ambidexterity concept by elaboration on the notion of 

ambidextrous capability in a global context. In particular, this is a capability that 

allows two different business models to be balanced in a firm, so that it remains 

competitive in both higher-end market and lower-end market overseas (Li 2013, p. 

199-200). The logic behind it, as mentioned earlier, is that in emerging markets 

there are many cases of disruptive innovation at the low-end markets, which are 

often ignored by incumbents. However, these lower-end markets grow with an 

incredible speed, especially in countries like China, so their potential should not be 

underestimated as they may lead to mass markets in the future. Hence the need of 

“…two different capabilities and two different business models for two different 

markets: higher-end and lower-end” (Li 2013, 199).  

Further, Li (2013, p. 201-202) proposes a framework of ambidextrous capability, 

according to which ambidextrous capability has three aspects. First is the ability of 

the multinational company to transfer its business model from its home country 
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market, adapt it to the new country, and create competitive advantage in some 

markets-usually the high-end markets. 

Subsequently, when a firm enters the lower-end markets besides the high-end ones, 

it needs to have another business model, which is tailored to the needs of the new 

customers. In this respect, it is important for the incumbents to learn from local 

imitators, who have much more profound understanding of the local context and 

consumer needs.  

The third aspect of the ambidextrous capability is the large MNCs’ ability to balance 

their original business model and the new one at the same time. Here Li (2013) 

emphasizes the importance of considering the two different models together as a 

whole. In essence, if companies see only a trade-off between the two distinct models 

for higher- and lower-end markets, then they apply a reductionist “either or 

approach” rather than balanced approach, which tolerates opposites (Li 2011) in (Li 

2013, p. 201). Being ambidextrous and balancing two capabilities at the same time is 

strategically important for a company to build a sustainable competitive advantage. 

Otherwise, a player, focusing on the current game only, will most probably miss out 

on new opportunities (Li 2013, 199-215).  

Issue: Trade-off between models for high end and low end of the market 

 

What this early theoretical scope reveals is that it is no easy task to achieve absolute 

global success. What is more, in their efforts to become significant on the global 

scene, companies often need to deal with fundamentally different contexts and game 

rules, paradoxical factors or contradicting elements, which have important 

implications for innovation and strategy building.  

2.2 The emergent model of the second-home strategy  

So far, it has become evident that the unique contexts as well as international 

entrepreneurship in both developed and emerging economies have strategic 

implications, which need to be conceptualized more clearly (Li 2013, p.222). In this 

respect, Li (2012) characterizes the emergent model of the second-home strategy as 

a “potentially novel model for both established and emerging MNCs” (Li 2012). He 

also considers that the second-home model is in fact the business model for the 
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earlier mentioned bi-regional stage of becoming a global player, i.e. it represents a 

sort of bridge towards becoming a truly global player, operating on any of the triad 

regions (Li 2012), (Rugman and Verbeke 2004).    

In particular, the second-home model refers to the strategic importance of a host 

market for both established and emerging MNCs to take it as imperative as its first-

home market. However, it is also essential to account for the contextual differences 

between the first-home and the second-home market as each firm develops two 

distinctive business models for two distinctive markets with different resource pools 

and game rules. “Further, these two business models must be leveraged and 

integrated for maximum value” (Li 2013).   

China, as proposed by Li, is the best choice of a second home for established MNCs; 

and it allows for maximizing the synergies between East and West, as well as 

developed and developing economies. In keeping with the Ying-Yang principle, the 

duality of similarity-distinction represents the very essence of the Second-Home 

Model. On the one hand, MNCs must consider the new market as significant as the 

home market therefore their commitment must be equally high. On the other hand, 

the second-home market is fundamentally different from the home market so it 

needs to be treated as unique from the MNC home market (Li 2012) 

Besides the critical notion that the Second-Home Model must be applied to a 

strategically important market, Li proposes (as part of a proposal for a research) that 

the model can also involve the creation of a new brand for the second-home market. 

Furthermore, local R&D, production, and marketing should be established; also local 

employees should be included in the company’s management boards. In addition to 

that, Li proposes the establishment of a second worldwide headquarters, which could 

manage the operations in all the developing/developed markets with their specific 

resource pools and game rules (Li 2012).    

Similarly, in their article for McKinsey quarterly Galvin, Hexter and Hirt also 

emphasize that China is becoming significant in terms of global success and 

multinationals need to treat it as seriously as their home market; i.e. it has to 

become their second home.  

Firstly the authors discuss the importance of setting performance targets in China, 

that are similar to those at home and rigorously measure them, i.e. “translate bold 
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aspirations into metrics, which can be either quantitative or qualitative” (Galvin, 

Hexter and Hirt 2010).  

Then the authors discuss five key areas across the value chain, which MNCs need to 

take into consideration when building a second home as strong as their first home. 

These five areas- technology and product strategy, marketing, operations, human 

resources (HR) and government relations (GR), are full of opportunities for MNCs to 

differentiate themselves by bringing in their strengths. However, typically Western 

companies do not commit their best practices to China simply because they see it as 

uneconomic, considering the size of the market as well as its insufficient 

development (Galvin, Hexter and Hirt 2010). 

Each of the five generic areas, proposed by the authors, involves certain strategic 

considerations to take into account when building a second home in China in order to 

make it as strong as your first home.  

What we can see from the scantily available writing on second-home, this concept is 

a novel one and there is no actual theoretical substance in it. There are emerging 

ideas and practical recommendations on the importance of building a second home 

but there are no developed theories. That is why the overall framework, which comes 

out of this early literature review, is an open-ended one.  

2.3 Research question  

The early literature review revealed certain issues, which often prevent MNCs from 

being the successful global players they wish to be. However, the emergent second-

home notion seems to be relevant and significant in terms of getting closer to full 

global success.  

The existing brief guidelines on building a second home provide multinationals with 

simply a loose framework on what it takes (as in Galvin, Hexler and Hirt 2010) to 

strengthen their second home China as much as their first home. However, to 

compete successfully in that market, we need to further explore second-home 

strategy, which can potentially bridge the transition from a bi-regional to a true 

global player (Li 2012).  
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At such an early point of the research, we need to find out more about its possible 

content and dimensions. Thus, a research question, which provides clearer focus of 

the thesis, is:  

What are the key aspects of a second-home strategy for Western 

multinationals operating in China? 

 

 



 

Chapter 3: Methodology  

This chapter provides an overview of the main procedures in conducting the study. 

After a discussion on the research paradigm and research approach, the section 

continues by explaining why a case study was chosen as a type of research design. 

Next, an argumentation on the selection of the specific cases is followed by a 

detailed description of the deployed instruments for gathering the case evidence. And 

lastly, the chapter briefly outlines the essential analysis procedures for this thesis.  

3.1 Justification of the paradigm  

The preferred methodology for tackling the abovementioned research area is a case 

study, which aims at inductively building theory or establishing constructs.  

That said, firstly it is necessary to discuss the choice of a research paradigm and 

research approach. The two major approaches to theory development are deductive 

theory testing and inductive theory building, as the deductive approach represents 

the paradigm of positivist epistemology (follows natural science models, so a 

phenomenon can be tested), while the inductive approach represents the paradigm 

of phenomenological (interpretisvist) epistemology (rejects natural science models, 

and the social world is interpreted by individuals) (Bryman 2012) (Perry 1998).   

One of the building blocks of phenomenology, realism, is free of some of the 

limitations of positivism and phenomenology. Realism, unlike interpretivism, is 

characterized by some objectivity; and unlike positivism it allows research of 

“unobservable” external phenomena (Perry 1998). In this sense, realism is an 

appropriate paradigm for a case study research, since it holds some researcher 

objectivity and admits the existence of external reality. “Although the complexity of 

that reality and the limitations of a researcher’s mental capacity makes triangulation 

of data essential to refine fallible observations of that reality” (Perry 1998). 

As for the research approach, we could see from the research issue in the previous 

chapter that there are no officially established constructs on second-home strategy, 

so that one could deduce a hypothesis and test it. That is why this novel and 

insufficiently explored research area requires inductive theory building. Even though 

a theory-building research should be initiated as close as possible to no theory or 

hypothesis in mind, in reality this ideal is impossible to achieve (Eisenhardt 1989). 
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What is more, some extant theory can contribute to the design of the case study and 

data analysis. As Perry (1998) maintains, pure induction limits the research from the 

benefits of the existing theory, while pure deduction might prevent the development 

of a new theory (Perry 1998).  

In this regard, I start the thesis deductively from quite an open-ended framework, 

outlined in the early literature review chapter, which provides me with some broad 

guidelines. This initial deduction also gives focus to the data collection phase in the 

form of a research issue (Perry 1998). What is more, at the beginning of the thesis, 

the second-home strategy notion is already “there” a priori, so initial deduction is 

simply inevitable. However, the overall purpose of this study is to make propositions 

and develop constructs, and the only way to do that is inductively through the 

gathered case evidence, which can potentially reveal certain patterns. In short, the 

thesis starts deductively but the essential overall approach is induction.  

In sum, considering the ultimate role of the theory (inductive theory building) and 

the concerns of epistemology (realism), this research thesis bears the essential 

characteristics of a qualitative study, which emphasizes words rather than 

quantification in the data collection and analysis (Bryman 2012).  

3.2 Justification of the research design   

Choice of case study  

The research design, i.e. the overall framework for data collection and analysis, of 

this thesis is a case study. Case studies are suitable for examining contemporary 

events and when the relevant behaviors cannot be manipulated. Their unique 

strength is the ability to handle a diversity of evidence, such as documents, 

interviews, observations etc. (Yin 2013, p.3-24). 

This methodology is mainly preferred, because cases can provide evidence, which by 

being compared to the literature, can contribute to new theory building or new 

construct establishment. I have selected two case companies and their distinctive 

strategies, regarding their commitment to the Chinese market, are compared.  

Generally case studies have different aims: to provide description, to test a theory or 

to build a theory (Eisenhardt 1989). Here the interest is the latter, considering the 

overall purpose of this research. Juxtaposition of evidence across cases, different 
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types of data as well as juxtaposition between cases and literature increases the 

likelihood of creating a new theoretical framework (Eisenhardt 1989).  

Moreover, through this methodology a researcher can look for more subtle 

similarities and differences between cases and break simplistic frames during the 

analytical part of the process. Further, it allows for identifying patterns within and 

across cases (Eisenhardt 1989).  

Quality of the research design  

In Yin (2013) it is discussed that a research design is expected to follow a certain 

logical tests, such as construct validity, internal validity, external validity and 

reliability (Yin 2013, p.45). 

• Construct validity  

The first test of construct validity is especially hard to meet since it is always possible 

that “the case study researcher fails to develop a sufficiently operational set of 

measures” (Yin 2013, p.48). In order to meet that test, multiple sources of evidence 

are used during the data collection phase.  

• Internal validity 

Internal validity seeks to establish a causal relationship, as a result of which certain 

conditions lead to other conditions.  This type of validity is achieved through the data 

analysis phase of the study (Yin 2013). 

In theory-building from cases, during the process of shaping hew theoretical 

constructs, internal validity is sharpened by searching for evidence for “why” behind 

relationships, as well as comparisons with conflicting and similar literature 

(Eisenhardt 1989).  

In this thesis rich qualitative data is very much relied upon to explain the meaning of 

the emergent relationships.   

Further, certain corroboration of internal validity is also achieved by relating the 

emergent conceptual framework to more established literature on global strategy.  

• External validity  

The third test of external validity is important in order to know whether the findings 

can be generalized beyond the case study (Yin 2013). 
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The cases in focus here are not selected randomly from the population of 

multinationals operating in China.  On the contrary, the sampling is entirely 

purposeful and theory-oriented, and the cases are chosen to extend emergent theory 

(Eisenhardt 1989). To strengthen external validity and enhance generalizability, the 

specific cases are selected according to certain characteristics, which reflect the 

phenomenon of interest to higher or lesser extent. Moreover, two-case study instead 

of a single-case study allows for certain replication logic, which also enhances 

external validity (Yin 2013, p.47).  

• Reliability  

This final test aims at minimizing the errors and biases in a study. This means that if 

a researcher follows the documentation of the procedures, as described in this thesis, 

and conducts the same case study, he/she would arrive at the same conclusions (Yin 

2013).  

To enhance reliability, a case study protocol is developed in order to list all the rules 

and procedures followed during the research (Appendix 1). Also databases for each 

of the two cases are created.  

3.3 Justification of case selection  

Even though there are no precise guidelines to the number of cases to be included, 

multiple-case studies are often considered more compelling than single-case studies 

(Yin 2013, p.56). Not only do multiple-case studies provide a stronger base for 

theory building but they also lead to more robust theory, as the propositions are 

more deeply grounded in diverse empirical evidence (Eisenhardt and Graebner 2007). 

The outcomes of multiple-case research are more generalizable than those of single-

case studies (Graebner and Eisenhardt 2004), and constructs and relationships are 

more precisely delineated (Eisenhardt and Graebner 2007).  

Authors like Eisenhardt (1989) advocate that the cases should be selected until 

theoretical saturation has been reached. Others, like Patton (1990) claim that “there 

are no rules” for sample size in qualitative research (Perry 1998).  Considering the 

real life constraints of time and funding, this thesis is focused on two case 

companies: The Danish brewery, Carlsberg Group, and the Danish pump 

manufacturer, Grundfos.  
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Eisenhardt (1989) maintains that the sampling of cases from the population is 

unusual, when building theory from case studies; therefore such research relies on 

theoretical sampling. This means that cases are chosen for theoretical reasons not 

statistical. They are selected because they are considered suitable for “illuminating 

and extending relationships and logic among constructs” (Eisenhardt and Graebner 

2007). 

What is more, cases are chosen purposefully (in contrast to hypothesis-testing 

studies, where the sample is chosen randomly from the population), so that the 

cases replicate or extend the emergent theory (Eisenhardt 1989). Similarly Patton 

(1990) discusses strategies for “purposeful sampling” of cases.  The significance of 

“purposeful sampling” lies in selecting information rich cases, from which you can 

learn a lot about the issue of central importance (Patton 1990).  

In this sense, the cases in the thesis are not chosen randomly but with the purpose 

to contribute to the emergent theoretical visions of a second-home strategy.  One of 

the cases, Carlsberg Group, was selected with the idea to extend previous work 

during the course “International Business in China” (Appendix 2). It is an example of 

an MNC successfully adapting its strategy to the Chinese market and achieving 

growth. Thus, it is considered an information rich case; also in terms of the 

interesting strategic choices of the company.  

The second company, Grundfos, was selected because it “manifests the phenomenon 

of interest intensely” (Patton 1990). The company announced China its second home 

and is highly committed to the Chinese market. Thus, the case of Grundfos 

represents a  “best example”, i.e. one that is closest to what we know about second-

home strategy. As mentioned earlier, another Danish company, which directly 

mentions the second-home concept, is Danfoss. This case was also considered as a 

potential “best example”. However, the Grundfos case was chosen over Danfoss, due 

to the fact that it is a lesser-known example and also a good field to explore.  

Even though the two companies in focus of the thesis operate in different industries, 

it is interesting to juxtapose their levels of commitment to the Chinese market, i.e. 

explore Carlsberg’s prospects for turning China into its second home as well as 

Grundfos’ actual perceptions of a second-home. In essence, these are two “positive” 

information-rich examples of companies with successful China strategies: one 
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(Grundfos) officially states that China is its second home, while the other one 

(Carlsberg) does not state it but displays high dedication to the market. Hence, these 

are considered theoretically useful cases, which can potentially contribute to 

identifying a certain pattern.  

3.4 Data collection methods  

Before providing an outline of the deployed qualitative research methods, it is 

important to mention a few words about the preparation to collect study evidence 

(Yin 2013, p. 71). Prior to this thesis I had already acquainted myself with some 

sources of secondary data for the Carlsberg case due to previous work on it. This is 

when I started gradually building the database of qualitative evidence for the 

Carlsberg case. However, commencing a research thesis also brings up the need to 

outline the research issues and connect them to the sources of case evidence. 

Therefore I created a protocol of all the procedures and rules to be followed (Yin 

2013, p. 84) (Appendix 1).  

Further down, I discuss data collection methods, their meaning and relevance, and 

how they are applied to this particular study.  

To secure validity it is important to rely on both primary and secondary sources of 

qualitative data. My primary source of first-hand data includes:  

• Semistructured interview 

A semistructured interview was developed and I, in the role of the interviewer, set 

the frame but some additional questions were emerging in the course of the 

conversation. Since this is an inductive study, it was important to “pursue 

unexpected but interesting lines of discussion” (Sutton and Callahan 1987). The 

interview was conducted on the phone and lasted approximately one hour.  

The interviewee, Dan Prangsgaard, has extensive knowledge in strategic positioning 

of companies as global and local agenda setters and he has worked in senior 

positions (also in China) for both Carlsberg and Grundfos. Thus, in the course of the 

interview he was able to compare the two companies on many levels, and make 

some interesting and insightful points. The interview initiated with questions on the 

challenges of doing business in China, then, guided by the research issue, I 
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continued with questions on second-home and areas of commitment to the market 

(Appendix 3).  

In addition to the primary source, I referred to a number of useful secondary data 

sources, such as various types of documents. Even though these documents have 

not been produced specially for the purpose of this thesis, they provide useful 

information, as they are selected according to their relevance to the research 

(Bryman 2012, p. 543). For convenience I classify them as suggested in Bryman 

(2012):  

• Official documents  

Here I refer mainly to documents, which derive from private sources. Companies, for 

instance, produce a profuse amount of annual reports, mission statements, press 

releases, public relation materials and company magazines, which nowadays are 

available on the Internet (Bryman 2012, p. 550). Such documents can be viewed as 

representations of the reality of the organizations they come from. However, some 

authors argue that documents represent a separate type of “reality” and should be 

examined in the context, within which they were produced (Bryman 2012, p.554).  

Furthermore, some of the official documents I used are materials, which reveal 

statistical information. Despite the fact that this research is primarily qualitative, 

some quantitative data have been consulted as well.  

• Mass-media outputs  

Other sources for data analysis were newspapers, magazines and a YouTube video. 

Even though authenticity can sometimes be an issue with this type of documents, 

here I refer to newspapers and magazines, which are generally considered genuine 

sources.  

For instance, I very much relied on secondary-source interviews with the companies 

CEOs and employees on managerial positions, published in Danish magazines 

(“Berlingske Nyhedsmagasin”), newspapers (Berlingske Business) and videos 

("Carlsberg Group CEO, Jørgen Buhl Rasmussen on China."). Even though they were 

not acquired first-hand, these interviews turned out to be a valuable source of data 

with pre-established reliability.  
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• Virtual documents  

The websites of the two case companies were also used as a source of data. The 

upside here is that these websites are official company pages so authenticity is not 

an issue. However, it is not certain how credible the companies’ websites are, as very 

often there might be distortions or “exaggeration” in favor of the company (Bryman 

2012, p.554). For example, the website of Carlsberg does not mention explicitly the 

company’s failed joined venture with the Thai Chang beverages and how Carlsberg 

was sued for violation of contract (Hansen, et al. 2010).  

In sum, the interview and the various types of documents provided me with material 

to search for underlying themes and conduct the content analysis.  

3.5 Case study analysis procedures 

First of all, the thesis follows a general inductive strategy of working the data from 

the “ground up” (Yin 2013, p. 137-138). As argued by Glaser and Strauss (1967), for 

theory building studies, there should be some degree of overlap between collection, 

coding and analysis of data (Eisenhardt 1989).  

Coding is the starting point of the qualitative data analysis. It helps turning the huge 

volume of data into labeled fragments (Bryman 2012, p.575). Given the amount of 

data and the time limitations, I have selected a less detailed approach to coding. 

That is why in this thesis it would be perhaps more correct to refer to it as indexing 

or categorizing. I did not use coding software, which in large research projects is 

quite useful in identifying the exact origin of the text items and retrieving the 

different codes. However, I took a thematic approach, where I tried to indicate 

certain recurrent categories throughout the available data and then identify certain 

larger themes within these categories (Appendix 4). This approach was useful and 

efficient in selecting material related to the research focus, and evaluating that 

material for possible theoretical contribution. I created charts in order to display the 

identified themes from each case and then juxtaposed these themes in a sort of a 

merged chart (Bryman 2012, p.578).  

The analysis was initiated along with the grouping of the data into categories. As 

suggested in Eisenhardt (1989) it is useful to start with a within-case analysis. Since 
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the research problem is often open-ended in this type of studies, within-case analysis 

can help to deal with the enormous volume of data. The overall idea is to investigate 

each case separately and let the patterns of each case reveal before further 

comparisons or generalizations. In this inductive process there is no guidance from a 

specific hypothesis, so we let the constructs gradually emerge from the data. So, in 

order to analyze the available case evidence from Carlsberg and Grundfos I 

summarized the collected data into a number of categories, based on the issue of 

interest. These categories were later on grouped into larger themes. The purpose 

was to develop some early constructs for building up a theoretical framework further 

on.  

Next step in the analytical process is to couple within-case analysis with cross-case 

search for patterns (Eisenhardt 1989). When comparing across cases, in order to 

avoid false conclusions or bias, it is preferable to look at the data in many different 

ways and thus identify patterns. In this regard, I looked for subtle similarities, 

differences and relationships across the cases. Thus, new categories and concepts 

started emerging as a result of these comparisons (Eisenhardt 1989) (Graebner and 

Eisenhardt 2004). The insights reached throughout the analytical process proved 

useful for developing a conceptual framework in the end.  

3.6 Scope and Limitations  

Overall, this thesis is delimited to exploring the emergent concept of second-home 

strategy and the chosen perspective is that of Western multinationals operating in 

the emerging market of China. Thus the thesis and its findings do not touch upon the 

other perspective of multinationals from emerging countries operating in developed 

markets (Li 2012).  

However, there were some factors, which represented limitations to my research. 

The methodological limitations were the most problematic ones and in particular the 

methods for primary data collection. Since the project was not presented to me by 

any of the case companies but initiated by my supervisor and me, it was either 

impossible to reach the case companies for collaboration or collaboration was directly 

denied (Appendix 5). In this way there was no opportunity to conduct multiple 

interviews with representatives on managerial positions from both companies and in 

their Chinese offices. Such reliance mainly on secondary data naturally hinders 
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effective theory building, because of the insufficient triangulation of case evidence 

sources (Eisenhardt 1989).   

Further, the time constraint of the project is one of the factors, taken into 

consideration, when it comes to the number of selected cases. Even though multiple 

case studies are preferred for theory-building studies, this thesis is confined to 

comparison between two case companies and their business activity in China.  

Further, the coding of the qualitative data can be quite time-consuming so the 

process was simplified, as mentioned above. Instead of first developing detailed 

codes with the help of software and then grouping them, the data was directly 

organized into groups and themes.  

 



 

Chapter 4: Analysis  

This major chapter commences with short descriptions and within-case analyses of 

the two cases as well as developing certain categories and themes as a result of the 

qualitative analysis of the available data. Next, cross-case analysis is conducted in 

order to search for and identify emerging common patterns. 

4.1 Carlsberg: description and within-case analysis  

Introduction to the case 

The Carlsberg group is the fourth largest brewer in the world, employing around 45 

000 people around the world. Its brand portfolio includes more than 500 beer brands, 

as Carlsberg beer is its flagship brand. Other well-known brands, which belong to the 

Carlsberg group, are Tuborg, Sommersby cider, Kronenbourg etc. The company, 

which positions itself as “probably the best beer in the world”, focuses on markets 

such as Western, Eastern Europe and Asia (carlsberg.com).  

Carlsberg is the second largest brewer in the mature Western European market. In 

Eastern Europe Carlsberg is number one in all segments by holding a strong position 

in the vast Russian market (Annual report 2013).  

Back in the early 2000s Carlsberg realized that the maturing European markets were 

becoming highly saturated and that is when the Danish brewery commenced its 

strategic orientation towards emerging markets. Besides Eastern Europe and Russia, 

Carlsberg was putting much effort in gaining strong positions in the affluent 

Southeast Asia, where most of the big players were already concentrated (Hansen, et 

al. 2010, p. 27-37).  

Carlsberg is one of the first international brewers to export beer to China. The 

company officially began its business in China in the late 70s and that was in fact its 

second export market (Rasmussen 2014).  It all started from Hong Kong as a base 

for Carlsberg’s further expansion to Mainland China. A brewery was established, and 

similar to other big international competitors in Southeast Asia, the company started 

acquiring shares in small local breweries (carlsberg.com) (Figure 1). That was 

apparently the only way to gain access to local Chinese networks and channels of 
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distribution. The eastern Chinese market, however, was highly consolidated with 

many strong international players buying shares in regional breweries (Appendix 6).  

 

Figure 1: Selection of Carlsberg’s partners & subsidiaries in China (Carlsberg 
(2013); Q4 2013 quarterly presentation) 

Due to the better development and respectively higher income in Eastern China, 

many of the MNCs focused on that part of the country by targeting the premium 

segment of consumers, who were able to spend more. Strategic destabilization and 

lack of first-mover advantage prevented Carlsberg from establishing itself as one of 

the leading players in that part of China.  

The Danish company had to seriously reconsider its strategic moves in the dynamic 

Chinese market (Hansen, et al. 2010, p. 27-37). 

Consequently, Carlsberg redirected its focus towards the poorer western part of 

China, where the market was highly fragmented with numerous small local players 

(Carlsberg in China 2006) This market seemed promising because of the lower 

competition and the opportunity for Carlsberg to buy cheap and pursue growth with 

acquisitions of local breweries. It also had an advantage of a first-mover in that 

uncontested space, and had the opportunity to boost its sales as consumption was 
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gradually increasing in that part of the country. Thus, in 2003 Carlsberg oriented 

strategically towards West China.  

Within-case analysis 

As already mentioned in my earlier literature review, Galvin, Hexter and Hirt (2010) 

take into account different areas across the value chain, where multinationals should 

strengthen their second home in China. I have synthesized the recurring motifs 

within the available Carlsberg case evidence into similar categories in order to 

display in detail Carlsberg’s activity in China and thus create the case write-up. Even 

though this may seem to interfere with the process of induction, in which the 

categories should emerge from the data naturally, without any theoretical 

considerations in mind (Perry 1998), it is important to emphasize once again that the 

text I am referring to is deprived of any confirmed theoretical substance. Rather, it 

consists of practical suggestions. Therefore, here it is meant to provide a starting 

point for synthesizing Carlsberg’s overall activity in China into thematic groups. 

1) Product strategy  

Since its entry into Greater China in the late 70s till the early 2000s, Carlsberg has 

been relying largely on its premium global Carlsberg beer, which has been available 

in the biggest cities in China for several decades and has been brewed in Guangdong 

in the East of China (carlsberg. com). The company, as many other multinationals 

entering the Chinese market, initially “brought in” its own product, targeting directly 

the premium segment and expecting to reap high profits.  

However, Carlsberg did not continue relying solely on its top international premium 

products, such as Crlsberg, Tuborg and 1664, throughout its China history. When the 

Danish brewery changed its strategy in China and turned towards the Western 

provinces, the company started targeting the lower-end consumers (along with the 

premium segment in East China) by offering them a large variety of inexpensive local 

beer through its acquired subsidiaries (Hansen, et al. 2010) (Annual report 2013). 

Such product strategy was more appropriate for the Western Chinese provinces, 

where disposable income was much lower and also people preferred local tastes.   
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Furthermore, the company relied on its core recipe for the Carlsberg beer but it also 

realized that the beer preferences in China are much more different from those in 

Western Europe (Rasmussen 2014).  

Thus, Carlsberg took the important step to work with its beer recipe and adjust it 

more to local tastes. As a result, in 2004 Carlsberg launched a new premium beer in 

addition to the Green label, Carlsberg Chill, which was lighter and easy-to-drink. And 

in 2009 the brand introduced in China Carlsberg Light, which contained less alcohol 

and had rice added to its recipe. “Carlsberg Light has a refreshing taste profile that 

goes particularly well in combination with food without taking away the characteristic 

flavours found in the Chinese kitchen” said Jasmine Wei, Marketing Director in China, 

in 2009 (carlsberg.com). By tailoring its products to the specific Chinese preferences, 

Carlsberg took a more segmented approach to product design and strategy, which 

made sense in the complex Chinese market (Carlsberg strategy in the premium 

segment 2005).  

2) Marketing 

Naturally, at first Carlsberg targeted that premium segment and took advantage of 

its own expertise in marketing and branding. Since its entry until the decision to 

focus on West China the company had been serving the premium segment only and 

maintaining its premium image by charging high prices for its beer as well as 

undertaking different marketing activities: new packaging, young and contemporary 

thematic visuals, extensive visibility, PR campaigns etc. (Carlsberg strategy in the 

premium segment 2005). 

However, by the early 2000s, the Danish brewery had already realized how confined 

their premium niche was. What is more, Carlsberg had been growing more and more 

aware of the huge gap between the premium and mainstream segment in China: 

premium brands accounted for about 3%, while the mainstream local brands 

accounted for 97% (Carlsberg Asia Strategy 2005). There was strong competition 

from several large international brewing groups within the premium sector, and in 

addition, local breweries had successfully launched premium brands (Annual report 

1997/1998).   

Realizing the potential of the mainstream segment and its forecasted increase of 

purchasing power, Carlsberg started actively targeting it through the lower-cost 
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brands of acquired breweries in West of China. Thus, by researching and strategically 

estimating the market, Carlsberg managed to boost its growth in China and directed 

its investments towards the less explored rural west of the country. Nevertheless, it 

should be noted that at this point in time, it was simply much cheaper for the Danish 

company to buy local breweries in West China rather than in the Eastern provinces, 

where the cost and the risk amongst the established players were already too high. 

Carlsberg itself at that time was strategically destabilized due to some unsuccessful 

mergers and acquisitions1. So in fact, what may seem like a carefully thought-

through strategy for exploring the lower segments was to a large extent a matter of 

what Carlsberg could afford at the time: and these were the cheaper brands in West 

China (Prangsgaard 2015).   

Even though Carlsberg added the local brands to its portfolio, it also maintained its 

focus on the global premium brands, “which were priced and distributed differently 

from the other brands; they were advertised more exclusively” (Prangsgaard 2015). 

Since beer is often associated with emotions, Carlsberg created storylines for its 

premium product, which would appeal to many people (for example the Premier 

League in England), relying on the assumption that usually people are not connecting 

the quality of the beer with the price, but with the storyline.  

Meanwhile local Chinese companies had also been gaining power in marketing and 

branding. The huge Chinese market was full of foreign, joint venture or copycat 

brands and it was becoming ever more pressing for MNCs to create a targeted and 

compelling value propositions for the local customers. Acquiring customer insight was 

also imperative if they want to stay competitive (Crocker and Tay 2004). Thus, 

Carlsberg’s market research, for instance, revealed that consumer preferences in 

China varied regionally and that the majority preferred lighter tasting beer 

(Rasmussen 2014). That is why the company launched the lighter beers, and 

                                       
 
1 In the beginning of the 2000s Carlsberg merged with the Norwegian Orkla and formed 
Carlsberg breweries where Carlsberg held a 60% share, while Orkla had 40%. However, due 
to strategic disagreements Carlsberg acquired Orkla’s shares in 2004, obtained fill control of 
the brewing business but ended up with a huge debt.  
In 2003, Carlsberg pulled out of Carlsberg Asia Ltd. (CAL): a 50/50 joint venture, which 
Carlsberg created together with the Thai brewery Chang beverages in 2000. Considering it a 
violation of the contract, the Thai company sued Carlsberg and the case ended up in court. 
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deployed various advertising campaigns in order to establish their different appeal 

(Carlsberg strategy in the premium segment 2005).  

3) Distribution  

As already mentioned above, during the earlier years of Carlsberg’s history in China, 

the company was only present in the developed urban regions of East China, where 

good infrastructure and distribution channels had been established since the 90s. 

However, the company faced the realities of the highly fragmented Chinese market, 

with many scattered markets, so in order to gain access to distribution channels, 

Carlsberg had to make some strategic acquisitions: In 1995 Carlsberg Hong Kong 

acquired a brewery in Huizhou in the southern province of Guangdong and in this 

way Carlsberg started actively supplying Mainland China, Hong Kong and the Macau 

markets (Carlsberg in China 2006).  

In contrast, the less developed infrastructure in the rural Western regions made 

distribution more problematic. Therefore Carlsberg’s acquisition strategy in the 

Western provinces was crucial in terms of distribution because it allowed the 

company to share the large distribution network of the acquired breweries, and thus 

capture mainstream market growth by penetrating lower-tier cities (China strategy 

2005). Moreover, it allowed speed and flexibility to compete with local rivals (Tsang 

and Chong 2014).  

Also with Carlsberg adding local brands to its portfolio, the company kept different 

distribution approaches for the low-cost and the premium brands. The premium 

brands had advantage as they covered the dining and entertainment places, 

supermarkets and retailers etc. (carlsberg. com). In this way the company continued 

to push for wider outreach of its global brands. 

4) Human resources  

As a result of its major acquisitions in the West of China, following the change of 

strategy, Carlsberg has been growing into a large and diverse group by adding many 

people to its team (Søderberg 2014). Moreover, the company has been involved in 

developing sense of belonging in its global organization. The CEO also emphasized 

the importance of keeping identical some of the core processes and the way people 

are treated across the Carlsberg group (Rasmussen 2014). With the company’s high 

involvement and growth in the rural West, Carlsberg has been also hiring regional 
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managers and planners, who can contribute to meeting Carlsberg’s aspiration of 

being an efficient brewer in China. Applying local knowledge is critical in such a 

contextually different market. In many cases local managers can be far more 

effective since they can also use their guanxi (Fryxell, Butler and Choi 2004). Hence, 

Carlsberg China offers a well-designed management trainee program, where the 

candidates have the opportunities to rotate among Carlsberg China’s Business Units 

in various provinces in China. The Danish brewery mentions that Chinese 

management trainees can potentially be rotated also globally, which is to indicate the 

company’s growing commitment in that aspect (carlsberg.com.cn). 

Further, the importance of local employees taking top managerial positions grew with 

the appointing of the Carlsberg Greater China CEO, Sunny Wong, in 2007. The China 

CEO was in charge of both China and Hong Kong operations (S. Wong biography) 

(Tedx Hong Kong 2015). Such a position is crucial for the company’s strategy 

development in China and the formation of partnerships. A local CEO in charge can 

invest all the time needed for lobbying and establishing good relations with 

government officials; and the significance of this role increases once there is high 

commitment to the market (Hoover 2006). 

5) Government relationships  

The changing regulatory environment has been one of the main obstacles in the 

dynamic Chinese market. Therefore, as many other western multinationals, 

Carlsberg needed to develop good relations with the government officials, who were 

highly involved in the country’s economy. 

When Carlsberg started growing in the West of China, this strategy had been in 

accordance with the Chinese government “Go West” policy to boost economic 

development in the area. Thus, in many cases the local governments have been 

supportive of the company’s activity but also quite demanding (Rasmussen 2014). 

Beer itself as a product can be highly regulated, used as a political tool or heavily 

taxed (Prangsgaard 2015).  

In this sense, for Carlsberg it is extremely important to build the right relationships 

in China because “if you want to have a future you need to invest in building a 

relationship” (Rasmussen 2014). As the CEO comments on the recent acquisition of 

the Chongqing Brewery Company, it has been crucial to build a strong relationship 
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with the mayor, who has been involved in the Chongqing acquisition since the 

beginning of the process back in 2008 (Rasmussen 2014). 

*** 

After grouping Carlsberg’s China activities and displaying them from the perspective 

of the abovementioned aspects, one can get a more insightful view on how the 

company approached strategically each of these areas. At first, Carlsberg grew and 

reaped profits relying on its existing competences and applying what it had already 

learnt in its home market. Afterwards, however, the brewery started exploring the 

Chinese market by entering the rural western provinces, where it realized the huge 

potential of the lower segments. Following this logic, two larger themes emerge 

within the grouped case evidence: exploitation and exploration (Table 1). Here I 

refer to them as exploitation of already existing knowledge and competences, and 

exploration of new opportunities in the local context. The first theme of exploitation 

roughly encompasses Carlsberg’s activity in China from its entry till early 2000s, 

when the company started acquiring local breweries in western China.  

In sum, when Carlsberg first entered China, it used its premium-priced international 

brand to target the high-end consumers in the more affluent Eastern provinces of 

China. Moreover, it took advantage of already developed distribution channels and 

infrastructure in the Eastern regions; relied on its own team of employees; and had 

to deal with all the regulations and restrictions from the government.  

However, once Carlsberg introduced its West China strategy, it adopted also an 

explorative approach to the Chinese market, along with its ongoing exploitation. In 

essence, the company targeted the mainstream segment through the lower cost beer 

of its subsidiaries. The major acquisitions of breweries in West China provided easier 

access to the distribution channels in the rural West. The company created many 

local and potentially global opportunities for its local employees. Further, thanks to 

the government’s policy to support business in West China, Carlsberg also received 

more opportunities for building long-term relations (Table 1). 
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Table 1: Table of grouped and themed evidence for the Carlsberg case  

 Product Marketing Distribution HR GR 

T
h

em
e 

1
: 

 E
xp

lo
it

at
io

n
 

Global 

premium 

product-Green 

label 

 

High price 

Targeting 

small-sized 

premium 

segment 

 

Focus on the 

premium 

brands 

Easier access 

to distribution 

channels in the 

more 

developed East 

China 

Relies largely 

on its own 

team of 

employees in 

China 

Restrictions 

from the 

government 

(Especially 

before China 

joins WTO) 

Beer usually 

subjected to 

restrictions 

T
h

em
e 

2
: 

E
xp

lo
ra

ti
o

n
 

Many cheap 

local beer 

brands 

 

Introduces the 

tailored Chill 

and Light 

Targeting also 

the mainstream 

segment 

 

Embraces local 

brands 

Access to local 

breweries’ 

distribution 

network in the 

more rural 

West China 

Local talent 

 

Potentially 

global 

opportunities 

for local 

employees 

 

China CEO 

Relations are 

stronger- 

Government’s 

West China 

policy 

Strengthening 

relations with 

mayors 

4.2 Grundfos: description and within-case analysis  

Introduction to the case 

The second case company, Grundfos, was established in the small Danish town 

Bjerringbro, where it is also headquartered today (grundfos.com).  

It is one of the world’s leading producers of industrial and residential pumps with an 

annual production of more than 16 million pumps (Tsang and Chong 2014). In 

particular, the company manufactures circulator pumps for heating and air-

conditioning as well as other centrifugal pumps. What is more, Grundfos is the 
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world’s largest manufacturer of circulators, covering about 50% of the global market. 

Besides pumps, the company also produces electronics for monitoring and controlling 

pumps.  

Today the Grundfos Group is represented by more than 80 companies in more than 

55 countries around the world. It has been continuously growing in emerging 

markets, such as China, India and Brazil (grundfos.com).  

Grundfos entered China back in 1994 and first established production there in 1997 

as Grundfos Shanghai (Appendix 7). Since then the company has not stopped 

growing and today more than 1200 employees work for Grundfos China 

(grundfos.com). During its first decade in China Grundfos largely extended its 

production facilities and more than doubled its production. It manufactured pumps 

and pump systems specially for the Chinese market so that they could respond to 

customer requirements as quickly as possible. The Chinese production company also 

purchased half of its raw materials locally and from Chinese suppliers (Bjerg 2004).  

In 2008 the company introduced a new vision of being a fully globalized company 

delivering technical solutions beyond pumps. What is more, the Group president at 

the time, Carsten Bjerg announced: “China will be our second-home market in the 

future. In the next few years we are going to expand our activities strongly in China. 

We must come closer to customers and we are going to develop products aimed at 

meeting their increasing requests for comfort, energy efficiency and environmental 

solutions within water supply and waste water” (Pump industry analyst 2008). 

In 2012, with approximately $300 million sales, Grundfos already dominated the 

high-end of the Chinese market with a 50% share. It’s products offered higher 

quality and more features. These offerings naturally targeted the premium segment, 

which was present in the more developed and more affluent East China (Tsang and 

Chong 2014). Hence, the company consolidated and firmly established its position in 

that area (Figure 2). Furthermore, Grundfos undertook some initiatives to increase 

its dedication to the Chinese market, such as establishing R&D center in Suzhou in 

2007, as well as opening a concept store in Shanghai in 2013 (grundfos.com).  

Having already established itself on the east coast, in 2013 the company has initiated 

a process of strengthening its presence in the West of China by starting up new 
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independent sales units in the Chongqing metropolis. The CEO of Grundfos China, 

Humphrey Lau, emphasized the importance of keeping up with the constantly 

evolving Chinese market and the current trend of fast development in central and 

west China, which is similar to the sprouting development of East China in the 90s. 

However, exploring West China along with maintaining the established position in 

East China involves adapting to new needs and trends (grundfos.com 2013).  

 

Figure 2: Grundfos nationwide service network in China (“Grundfos China. Be, think, 
innovate”, company document 2011)  

Within-case analysis  

Since 2008 the Danish pump manufacturer has embarked on a unique venture of 

building a Chinese version of the company’s organization in Denmark. What is more, 

it was announced that China would be perceived strategically as a second home, 

“…and the basic punch line was meant to be picked up by the Chinese more than 

anything else, and to put weight behind those words of course you needed to make it 

adequate: you needed to build an R&D base, you needed to build an infrastructure of 

an organization, which is similar to the infrastructure you know from your home” 

(Prangsgaard 2015). With such an announcement Grundfos was promoting its brand 

in China, so that it would create a storyline, which would appeal to the whole Chinese 

market. In addition to that, it was lucrative to be part of the Chinese market 



 '
-HCIJ<K'B8' C#"&=2)2''

'
' '

40  

provided you had in place all the business mechanisms for driving global economy 

(Prangsgaard 2015). 

This obvious increase in commitment to the Chinese market and change of strategy 

started with the realization that the company needed to be “open to more than just 

its own agenda” and adjust to the particular requirements of this emerging market 

(Birkmann, et al. 2013).  

In the following section I have summarized the company’s activity in the Chinese 

market within groups similar to the ones in the previous section in order to seek 

recurring characteristics further on in the cross-case analysis. 

1) Product strategy 

During the first decade of its presence on the Chinese market Grundfos actively 

sought expansion and lowering labor costs; manufactured high-quality pumps and 

pump systems for the Chinese market, and most of these products were also 

manufactured in other parts of the world (Bjerg 2004). In these earlier years of 

Grundfos’s activity in the Chinese market, the company relied mainly on its 

international product range. Further, the pump prices were very high, about 2000 

RMB, compared to the offerings of local manufacturers, which would cost just 500 

RMB (suitable.dk 2010).  

However, back in 2007 Grundfos founded an R&D center in Suzhou, and this was the 

company’s second largest R&D facility after the one at the headquarters (Grundfos 

China 2011). Such a move was inevitable for Grundfos, if they wanted to be “taken 

seriously” in a key market like China. At the same time it was strategically beneficial 

to establish an R&D base there, since there was much better access to highly 

qualified engineers (Prangsgaard 2015). Further, with an R&D facility in China the 

company also focused on developing products specially for the Chinese market, 

which in itself proved to be rather different and not always eager to adopt Western 

products (Rostgaard 2009). Grundfos became aware of the importance of being 

sensitive to the particularities of the local context and in particular China’s growing 

concerns with water shortages and environmental degradation, which called for 

energy-efficient and green solutions especially in East China (Grundfos China 2011). 

In the less developed West China, on the other hand, durability and price remained 

leading product parameters (grundfos.com).  
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Moreover, as part of its 2008 vision Grundfos also focused on future in China beyond 

the pumps, i.e. the company started thinking in a more service-oriented and 

innovative manner. Thinking beyond the core product was essential to understand 

the urgent issues of China, which needed resolving, such as environmental problems 

and climate change (Pump industry analyst 2008). 

Hence, already in the second decade of its China activity, Grundfos has started 

learning new competences based on its own experiences with the local market.  

2) Marketing  

As one of the early multinationals to enter the Chinese pump market, Grundfos has 

been focusing primarily on the high-end of the market by offering high value-added 

solutions (Chen 2008). During the two decades Grundfos has been conducting 

business in China, it has established quite a successful position (Tsang and Chong 

2014). Of course in the beginning it made sense to directly target the premium 

segment and deploy already existing competences. By offering a broad range of 

higher-quality products and more features, Grundfos thrived in spite of the prices, 

which were almost two times higher than the ones of local rivals (Tsang and Chong 

2014).  

By the end of the first decade of the company’s history in China, the vast market was 

still largely fragmented (Appendix 7). With more and more international entrants and 

local players catching up, the Danish pump manufacturer started facing increasing 

competition. 

During the second decade of its China experience, Grundfos continued to be quite 

successful at the high-end but the former group CEO, Carsten Bjerg, realized that 

China needed a sustainable solution. That is why Grundfos would strive to become as 

Chinese as the Chinese themselves and needed to understand the Chinese market 

the same way it understood the European market (Rostgaard 2009). 

Despite its high ambitions, the company was feeling the growing threat from the 

local players, which were “…making their way down the learning curve” (Tsang and 

Chong 2014). Their lower-cost offerings seemed to be “good-enough” for the Chinese 

mainstream market. Thus, the company was challenged not only to maintain its 

position at the high-end and protect its brand story of excellent quality but also to 

consider moving down the segments in order to remain competitive in this dynamic 
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market. Even though Grundfos was reluctant to consider the low-end segment due to 

fear of brand dilution, and “having its brand associated with something that does not 

work”, it eventually decided to launch an autonomous lower-cost brand called 

Emerco in 2012 (Tsang and Chong 2014). Thus, Grundfos developed a strategy of 

targeting both the high-end of the market with its premium products and the lower-

end with a totally new brand. However, the company adopted a clear separation 

technique by making sure that there was maximum distance, and no connection 

whatsoever between Emerco and Grundfos. For instance, in its marketing initiatives 

Emerco never mentions its parent company, so they are never in reality associated 

with each other. 

However, Humphrey Lau, the current Drundfos China CEO, emphasized that despite 

this moving down the segments Grundfos could never compete on price alone and it 

would always target the high-end, where the brand, the service and the quality allow 

Grundfos to price its products 5-15% higher than the competitors (suitable.dk 2010). 

This is to show the importance of finding the right balance in order to remain 

competitive.  

Moreover, since 2013 Grundfos China has been dedicated to further strengthening its 

brand and high-quality perception in the East of China, while at the same time 

accelerating its development in West China.  

The company took into account the diversity of customer needs in China. For 

instance, in Eastern China, where the customers already requested more energy-

efficient products, Grundfos opened a Concept Store in order to strengthen its brand, 

as one that provides solutions. At the same time the company responded to the need 

of more durable and cheaper products in West China. Such deeper understanding of 

the Chinese market and the various customer needs allowed Grundfos to achieve a 

better marketing focus and capture all available opportunities for growth 

(grundfos.com 2013).  

3) Distribution 

Back in the 90s Grundfos established its production facilities in China with the 

purpose to manufacture pumps for the Chinese market. Naturally one of the reasons 

was lower expense on production but also shorter delivery times and being close to 

the market (Bjerg 2004).  
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In the Chinese market Grundfos has adapted its sales organization and distribution 

framework to move high volumes of its product cheaply. Similar to other MNCs in 

China, the pump manufacturer relied on local distributors as a start, as they knew 

the market and could support a relatively quick expansion (suitable.dk 2013).  

However, different geographic regions or customer segments may eventually call for 

new sales and distribution channels. Thus, by being present on the West China scene, 

Grundfos has adopted a more aggressive sales strategy, and different distribution 

approaches. “The east and west are completely different markets, and you have to 

address them with different offerings, different go-to-market approaches and 

different business systems for delivering and serving customers”, says Humphrey 

Lau (suitable.dk 2010). 

China is so big and dynamic that one distribution strategy is simply not sufficient. “If 

you can only deliver one-size fits all, you are bound to fail,” says Humphrey Lau 

(suitable.dk 2010).  Hence, when Grundfos launched the low-cost brand Emerco, the 

new company eliminated distributors and shipped directly from the plants (Tsang and 

Chong 2014). The products went for online sale only; so the company has cut out 

the layers of distributors. The saved money was expected to lower prices for the 

customers and for staff training (suitable.dk 2010). Thus, direct delivery allowed the 

new brand to be faster and flexible enough in order to contend with the nimble local 

competitors (Tsang and Chong 2014). Overall, operational excellence has become a 

priority for Grundfos in order to face the competition from Chinese manufacturers 

(Armstrong 2012).  

4) Human resources  

During its first years in China Grundfos had a growing number of employees there 

but in fact they were not organizationally linked to China. Each individual department 

had its ties to the home in Denmark (Rostgaard 2009). However, the best lessons 

about a new country come from people with first-hand knowledge. Thus, Grundfos 

established a general practice of hiring local personnel who have better 

understanding of the local markets (Birkmann, et al. 2013). Moreover, the initiative 

of establishing an R&D office in China was followed by the decision to attract and 

retain highly educated local engineers, because, as Søren Ishøy (former head of the 

R&D center in China) put it (translated from Danish): “We have to provide access to 
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employees. It is impossible to get people in the technical field in Denmark, and we 

know that the Chinese are good. Maybe even better than Danish engineers. 

Therefore, it is natural to look at China, which is also one of our largest growth 

markets” (Boutrup 2007). In addition to that, the number of engineers, who 

graduate from Chinese universities was so much larger that the ones, who graduate 

in Denmark (Prangsgaard 2015). To access valuable local talent Grundfos also 

started working with China’s leading universities and initiated a scholarship program, 

thanks to which young Chinese could study in Denmark  under the condition they 

would commit to work for Grundfos in China for two years after graduation (Boutrup 

2007). Hence, we can observe a quite rigorous process in recruiting local employees, 

as well as investing in professional training of local talent (Galvin, Hexter and Hirt 

2010). 

The company’s growing dedication to China was even further displayed in 2009 when 

Humphrey Lau set the goal to increase the number of Grundfos China employees up 

to 12 000 by 2019 (Rostgaard 2009). What is more, in 2015 the company won the 

Top Employers China certification thanks to its HR practices for nurturing and 

developing local talent, as well as providing excellent working conditions for its 

Chinese employees (top-employers.com 2015). Thus, it can be argued that the 

Danish pump manufacturer has brought its HR team in China almost on the same 

scale as the one in Europe (Galvin, Hexter and Hirt 2010).  

5) Government relations  

“With Grundfos it is not only about B2B but also business to government, business to 

big institutions.” (Prangsgaard 2015). With the continuous urbanization and the 

development of rural areas, the Chinese Government has been investing 

considerably in urban wastewater infrastructures and sewage systems. Therefore 

such water treatment plans and other projects, which were part of the general 

Chinese planning, were also on the public offices agenda. So, it was very important 

for Grundfos “to make the majority of the sales go through government offices…and 

preferably big public contractors” (Prangsgaard 2015). But to be accepted and build 

long-term relations, the pump company needed to display its commitment.  
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This has made it easier for Grundfos to establish collaborations on various large 

projects such as the 2008 Summer Olympic Games or the Shanghai Expo (Grundfos 

China 2011).  

In 2014 the China Association of Mayors and Grundfos started a training program in 

Denmark for Chinese mayors. The training focused on strengthening the overall 

understanding of sustainable development for Chinese city leaders, and on promoting 

energy conservation and green urban planning. Such high involvement in shaping of 

regulations and promoting the green growth of Chinese cities was part of Grundfos 

long-term aspirations for China: ” In Grundfos we have a high level and long-term 

commitment to China, it’s privileged cooperating with China Association of Mayors…” 

Grundfos Group President, Mads Nipper commented (grundfos.com 2014).  

*** 

On many occasions Grundfos declared its long-term dedication to China. However, 

after synthesizing its activities in China we can get a clearer idea of the company’s 

increasing commitment in different aspects of its business. Initially the company 

relied on its own western competences and mainly pursues rapid expansion in the 

vast market. However, more profound understanding of the contextual factors and 

the needs of the local customers urged the pump manufacturer to immerse deeper 

into the Chinese market. Apparently the two larger themes of exploitation and 

exploration can be followed in this case as well (Table 2). The first theme of 

exploitation roughly encompasses the first decade of Grundfos’ operation in China 

before the company actually declared China a second home in 2008.  

To conclude, the company’s exploitative activities include the initial reliance on its 

international product range, especially in its first years of mass production and 

expansion. Grundfos at first only took into account the premium segment, 

considering the high quality of its products and its specialization in innovation. 

Further, Grundfos started out by seeking local distributor networks as a main option 

for expansion; provided opportunities for local talent but kept its ties to the home 

market; and put efforts to involve in different governmental initiatives so that it 

could maintain good relations with the local powerful sources.  

However, the company’s increasing commitment and explorative interest to the 

Chinese market first became obvious with the establishment of the R&D center. What 
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ensued was Grundfos declaring China its second home market. The company 

undertook explorative initiatives such as a new lower-cost product brand and “going 

west”. Further, it explored alternative distribution strategies; provided intensive 

development opportunities for local employees; and established long-term 

connections with the local governments (Table 2).  

Table 2: Table of grouped and themed evidence from the Grundfos case 

 Product Marketing Distribution HR GR 

T
h

em
e 

1
: 

 E
xp

lo
it

at
io

n
 

Relied on its 

international 

product range  

 

High prices 

Targeting the 

high-end 

 

Strong 

Grundfos brand 

Relies on local 

distributor 

networks for 

good access 

Not all 

employees 

organization-

ally linked to 

China 

Collaboration 

with the 

Chinese 

Government 

improvement 

plans 

T
h

em
e 

2
: 

E
xp

lo
ra

ti
o

n
 

Establishes 

R&D center 

 

Both energy-

efficient and 

durable 

products 

Targeting the 

also the low- 

end 

 

Introduces the 

Emerco brand- 

no association 

with Grundfos 

Distribution 

through online 

sales of the 

lower-cost 

products 

Promoting local 

talent: 

Scholarship 

programs 

 

China CEO 

Training 

program for 

Chinese 

mayors 

 

Work on 

different 

governmental 

projects 

 

4.3 Cross-case analysis  

One important aspect to commence with is the difference between East and West 

China. As mentioned, Western multinationals are naturally more concentrated in the 
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developed East China, where some of the biggest cities already display similarities to 

developed markets. This is also where Carlsberg and Grundfos first started their 

businesses in China, only that Grundfos had the advantage of being one of the fist-

movers in the Chinese pump market, while Carlsberg entered at a point when the 

beer market in East China was already highly consolidated and buying local 

breweries was too expensive. This lack of options was probably the reason why 

Carlsberg took a chance on the rural West China quite early, back in 2003, compared 

to Grundfos, which officially announced its West China initiative in 2013. Grundfos 

was a first-mover and a very strong player in the Chinese market from the outset, so 

its decision to “go West” was not due to lack of opportunities but to seize all growth 

opportunities.  

In addition to the fact that the two companies belong to different industries and 

different types of businesses, their overall market positions and competitive 

environments “give them different brand outreach and talking platform in China” 

(Prangsgaard 2015). For instance, Grundfos, the world’s number one pump producer, 

is already in a position, where it is number one unlike Carlsberg, which is number 

four in the world and number five in terms of sales in China (carlsberg. com) 

(Holliday 2014). Moreover, Carlsberg spent a long time “trying to gain foothold” 

amongst the strongly positioned players in East China (Prangsgaard 2015). Thus, 

even though both companies saw China as a key strategic market, only Grundfos 

officially announced it a second-home market. Grundfos’s business type and offering 

perfectly fit China’s planning and ambitions. What is more, it was crucial for the 

company to demonstrate its commitment to China, considering such high 

involvement with the Chinese Government improvement plans. In this respect, 

timing was good for Grundfos to declare China its second home (Prangsgaard 2015).  

On the other hand, Carlsberg has not announced China a second home but considers 

it a very important market, taking into account its substantial investments in the 

country and its strong brand presence there. According to Dan Prangsgaard (2015) 

“Carlsberg would like to say that they perceive China as a second-home market but it 

is hard to do so because they cannot “walk the talk””.  

In spite of the abovementioned differences, both Carlsberg and Grundfos firstly 

started developing their strategies in this key market by taking advantage of already 
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existing competences as well as transferring the business models they had developed 

at home and then adapting them to the emerging market in order to create 

competitive advantage at the attractive but small high end. The premium segment 

seemed to be the most natural fit for their high-quality products, which they were 

already selling around the world (Tsang and Chong 2014). However, such 

exploitation of existing competences turned out to be a short-term and unrealistic 

option in a vast and complex market like China. After encountering the contextual 

peculiarities of the environment, both companies chose to immerse into local context 

in order to explore more opportunities, including the less developed West China 

market.  

Once Carlsberg and Grundfos began their exploration in China, they not only got 

access to totally new experiences but also had to “let go” of certain “old habits and 

needs” of their inherent (Li, Lectures 2014). In this sense, they “suspended” (Li, 

Lectures 2014) competences developed the home market, while at the same time 

they were learning new competences at the potential second home.  

“Unlearning”, on the one hand, means starting from scratch with new assumptions, 

new knowledge and “unlearning” what you have already learned in the developed 

home market (Li, Lectures 2014). Li proposes that what a company should do is 

temporarily “suspend” its culture, so that it would not intervene with learning a new 

core, therefore “unlearning” is not and should not be considered the same as 

“forgetting”. However, western companies are often so embedded in their culture 

that “unlearning” turns out to be extremely hard (Li, Lectures 2014).  

Being in a country with different game rules, Carlsberg could not rely on the same 

business model as in the West. The company had to “let go” for a while of the global 

Carlsberg brand in order to realize the value of the local low-cost brands and 

integrate in this highly contextual environment. What is more, Carlsberg formed 

partnerships and JVs with local players to secure its access to distribution channels 

and local networks. Such strategic steps also required reconsidering the existing 

company culture.  

Further, what seems to be quite challenging for MNCs, is to break away from their 

mindset of creating high value, and consider low-cost alternatives. That is why many 

Western multinationals make the mistake of simply “de-featuring” their global 
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offerings instead of developing new products from scratch (Tsang and Chong 2014). 

However, Grundfos became aware of the fact that the rules of the game are 

changing rapidly and even the most successful player could easily become irrelevant. 

Thus, despite its reluctance, the pump manufacturer had to put aside its existing 

expertise in order to effectively target the low-end through the Emerco brand. What 

is more, Grundfos in a way “suspended” its established culture, when it announced 

that in the Chinese market Grundfos China was going to be just like the Chinese 

companies. 

We could say that “unlearning” or “suspending” proved to be the inevitable first step 

in both companies’ exploration efforts of the emerging market. It put the players out 

of their comfort zone, but only to allow them to discover new opportunities.  

Learning, on the other hand, comes in the picture as an opposite and yet 

complementary (Li 2012a) element to “unlearning” and in this context I refer to it as 

learning new competences, new culture, and new values in the Chinese market. The 

future lies in the emerging markets so companies need to learn how to conduct 

business there in the long run, otherwise they would always rely on their own ways 

of doing business at home (or in other developed countries); and that, as it turns out, 

is not a sustainable option (Li, Lectures 2014).  

In the process of learning Carlsberg and Grundfos started building their new core in 

the Chinese market. This involved rethinking of the game in each of the 

aforementioned aspects: product, marketing, distribution, HR and government 

relations. Obviously, none of the Danish players could create value in the same 

fashion as in their home market. Thus, higher commitment to China came into play. 

Both companies introduced new products specially developed for the Chinese market, 

i.e. they already started inventing from scratch rather than simply adapting existing 

products. In this respect, the establishment of an R&D center in China by Grundfos 

implies ongoing exploration of new possible solutions for the Chinese market. On the 

other hand the R&D process for beer does not require the same high level of 

knowledge, but it is still essential for responding to the needs of the local customers.  

In their marketing activity both players took the risk of exploring the possibilities of 

the mainstream market in China by taking different approaches: acquisition strategy 

(Carlsberg) and creation of separate low-cost brand (Grundfos). By combining 
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paradoxical factors such as high value and low cost, they both chose to embrace 

duality, which is generally unacceptable for the principles of Western logic.  Breaking 

away from conventional Western either/or logic revealed huge potential within the 

low-end of the emerging Chinese market and led to a change of the business game. 

As a result both Danish players started balancing two business models: one for the 

high-end (for exploitation) and one for the low-end of the market (for exploration). 

Such balancing is the core of an ambidextrous capability, thanks to which the 

companies can take advantage of their advanced technology and competences but 

also can start learning something new in the emerging market (Li 2013).  

In terms of distribution, we could see that the companies largely relied on the 

networks of local players but Grundfos took its B2B (business-to-business) activity 

further by eventually using online sales for the Emerco products, i.e. it diversified its 

distribution system in order to keep up with the flexibility of local competitors. 

Carlsberg, however, belongs to a totally different industry, where the only option to 

grow fast in West China is to rely on the distribution systems of the acquired 

breweries. One way or another, the MNCs had to adjust their distribution systems to 

the Chinese context and also learn from the low cost players.  

Further, the HR management in both cases reached a stage of high dedication to the 

new market. Even though, Grundfos seems to be much more involved in that aspect 

than Carlsberg, considering its official announcement that China is its second home 

and that in China Grundfos is one of the Chinese companies, the Danish pump 

manufacturer’s highest HR commitments are scholarships for training local talent and 

global opportunities for local employees. Both players have specially appointed a 

second CEO in their China offices, but they have not established second headquarters 

in China, which could potentially be in charge of all emerging markets and serve as a 

bridge to the developed home market, as proposed by Li (2012). Moreover, none of 

the case companies has local management represented in the Danish top 

management teams and board structures. This is to show that none of them has 

achieved this crucial overlap, which would allow leveraging for synergy between first 

and second-home headquarters, as proposed by Li (2012).  

In the last aspect of government relations, both Carlsberg and Grundfos display long-

term dedication and participate actively in building relations with the local 
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governments in China. Carlsberg’s CEO emphasized his frequent presence in China in 

order to effectively sustain relations (Rasmussen 2014). Nevertheless, Grundfos 

achieved even higher level of commitment by integrating its agenda into the general 

planning of the Chinese Government (grundfos.com 2014) (Table 3). 

The table below organizes and juxtaposes the evidence from both cases into the 

familiar groups: 

Table 3: Table comparing the evidence from Carlsberg and Grundfos cases in China 

 Exploitation “Unlearning”/ 
Learning 

Exploration 

  Carlsberg Grundfos 

Product Global product 
 Tailored recipe 

 
Cheap local beer 

Durable products 
for West China and 

energy-efficient 
solutions for East 

China 

Marketing 
Premium 
offering 

 Acquisition of low 
cost breweries 

Introduces a 
separate low-cost 

brand 

Distribution 
Established 
networks 

 Networks of 
breweries 

Online distribution 

HR 
Links to home 

market 
 Global opportunities 

for local talent 
Promoting local 

talent 

GR 
Building 
relations 

 Relations with 
provincial officials 

Agenda matching 
with China planning 

Lower commitment  Higher commitment 

 

Thus, in their explorative phases both companies come up with new value 

propositions thanks to their R&D efforts and then manage to capture that value in 

the highly dynamic environment of China, which implies certain shift in their business 

models. Interestingly, however, the established methods of capturing and delivering 
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value are not entirely unfit for to the Chinese context, where some East Coast cities 

are similar to developed markets, but as it turns out, these methods are 

unsustainable on their own in the long run.  

Further, the process of learning new competences and values in the Chinese market 

seems to be accompanied by growing commitment in the five aspects of product, 

marketing, distribution, human resources and government relations. In the case of 

Grundfos this long-term commitment, which has been stated multiple times in all 

sorts of company documents, is intensely observed in the second decade of its China 

experience, i.e. when China has been officially named a second-home market. In its 

China activity through the years Carlsberg has also clearly displayed growing 

dedication to this emerging market, especially during its West China strategy.  

Thus, based on the above elaboration on the different broad areas of product, 

marketing, distribution, HR and government relations (Galvin, Hexter and Hirt 2010) 

and their juxtaposition between cases, a number of key aspects recur (Table 4). As 

these aspects remain constant across the two cases they seem to be particularly 

relevant for the content of a second-home strategy:  

• New solutions 

Inventing new products for the emerging market is important in order to keep up 

with the preferences and purchasing power of the Chinese customers. Developing a 

new product does not mean simply redesigning the existing product. Rather, it is 

important to think of a new solution, which the product could offer to the Chinese 

customers and in the context of their reality. The product can still be of higher 

quality, but be marketed and distributed through cost-lowering techniques.  

• Low-end exploration  

From the cases in focus it is revealed that an MNC simply cannot ignore the vast 

potential of the mainstream market and the growing threat of local players for too 

long. Moreover, the low-end of the emerging market has proven to be a source of 

new knowledge, which may change the company’s perspectives and even contribute 

to the established business model. The balance of two contradicting models may 

seem like a risky venture but it proves to be appropriate in the context of China, 

which in itself is divided into affluent East and rural West.  
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• Distribution diversification 

The huge and quickly changing Chinese market requires exploration of different 

distribution channels in order to maintain flexibility. Apparently it is not enough to 

simply rely on the networks of local players but also gain certain knowledge from 

these players in order to fit in their game. New distribution channels, or cutting out 

layers of distributors can save on costs and be more appropriate in the new context.  

• Local talent in top management  

Building a second home means also building your local team of talented employees 

and providing them with opportunities for development on a global scale. Local 

employees are an important source of expertise and guanxi, which are only beneficial 

for the MNCs. Moreover, their presence in the top management team is one more 

way for the West and East to achieve synergy.  

• Shaping regulations  

Building and maintaining relationships with the government is crucial in a country 

like China, where the government has a strong influence on business activity. 

However, it is also important to develop these relationships not only in the short 

term for own benefit but also for the benefit of the emerging market itself in a long 

term perspective.  That is, what is it you can do for the economy locally, regionally 

and nationally (Prangsgaard 2015)?  

These key aspects imply toleration of inconsistencies and local peculiarities, doing 

business against established principles or embracing new culture and new values 

(Table 4). 
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Table 4: Table of insights from cross-case analysis 

 Exploitation 
“Unlearning”/ 

Learning Exploration 

Product Product Adaptation 
 

New solutions 

Marketing High-end exploitation  Low-end exploration 

Distribution Indirect distribution  Diversified distribution 

HR Western managers  Local talent in top 
management 

GR Building relations  Shaping regulations 

 Lower commitment  Higher commitment 

 

To sum up it up, a connection has started emerging between exploration of the local 

context, which is a source of new core competences, and a second-home strategy, 

which can potentially deploy these new competences to compete on the complex 

Chinese market.  

 



 

Chapter 5: Discussion  

This chapter summarizes the insights from the analysis and the emerging constructs. 

It also distances from the cases and attempts to compare the findings to established 

literature. The chapter also provides a summary of the findings and contributions 

through a proposed conceptual framework. Lastly it discusses the implications of the 

contributions to research and practice.  

The key findings from the previous chapter indicate that along with their ongoing 

exploitation of existing competences, the two case companies, Carlsberg and 

Grundfos, initiate a process of exploring the market and being more receptive to the 

Chinese context.  We could see that they in a way  “suspended” some of their 

established ways of doing business in the developed home market, and 

simultaneously started learning new competences, which could support a new 

“second” core in the Chinese market. Thus, a certain pattern of balancing out the 

ongoing exploitation with active exploration of the local context is revealed. Moreover, 

a number of potential aspects of second-home strategy were distinguished: new 

solutions, low-end exploration, distribution diversification, local talent in top 

management and shaping regulations.  

At a more fundamental level, the findings of the thesis tie to international 

management and global strategy, and in particular the changing nature of the global 

competitive game.  

Global and political boundaries have been reshaping through the years. Technological 

advancements have changed the rules of the game in many industries. As a result, it 

has become necessary for companies to be more integrated and coordinated across 

borders. However, there are other forces, which require sensitivity and 

responsiveness to national differences, such as consumer needs, competitors and 

government regulations (Barlett and Ghoshal 1998, p. 314-320). These two 

pressures of global integration and local responsiveness provide strategic leverage at 

a certain point in time and may change over time. In this respect, organizations are 

continuously learning from the environment and developing appropriate strategies to 

compete (Prahalad and Doz 1987, p.259). On a fundamental level, the findings of the 

thesis address these established views of local responsiveness and global integration 

and in particular how these forces change in a complex environment over time. In 
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addition, the findings relate to the notion of strategic capability (Prahalad and Doz 

1987), since competing in a potential second-home market builds new competences 

for strategizing in a totally different context.  

Further, the realization that both global integration and local responsiveness are 

needed and they must be considered simultaneously has given rise to what Barlett 

and Ghoshal call the transnational solution (Barlett and Ghoshal 1998, p.314-320). 

In essence, the transnational is not a strategy or a form of organization. The authors 

define it more as a management mentality, which they believe is necessary for every 

company that operates in an international environment (Barlett and Ghoshal 1998, 

p.20).  

Such companies, which strive for both efficiency and local responsiveness, have 

developed a third source of competitive advantage: worldwide learning and 

innovation, since the world is an enormous source of information and expertise. So, 

company’s strategic capabilities allow it to compete on the basis of global efficiency, 

local responsiveness and at the same time the ability to learn on a worldwide basis. 

(Barlett and Ghoshal 1998, p.314-320). The thesis extends more empirically these 

established views. The findings on second-home strategy and its proposed 

dimensions are based on a learning process, which gives opportunities for innovation 

especially at the low end. Moreover, learning from the particular contextual 

environment is important for building new core competences and this in itself relates 

to the notion of worldwide learning (Barlett and Ghoshal 1998, p.314-320). 

To summarize my key contributions to literature I propose a framework (Figure 3), 

which is developed through continuous comparison of data from the cases with the 

emergent theory.  

The model starts with “second-home learning”. This tentative construct is meant to 

capture the process of simultaneous “suspending”, or leaving the established 

competences in the background, and learning new competences, as the organizations 

start exploring and immersing into local context. It is meant to accommodate the 

opposites of “unlearning”/learning and allow them to coexist as “opposites-in-unity” 

(Li 2014).  I propose that such “second-home learning” causes a strategic focus in 

five proposed aspects: new solutions, low-end exploration, distribution diversification, 

local talent in top management and shaping regulations, which potentially constitute 
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second-home strategy. Such second-home strategy leads to higher commitment to 

the Chinese market, which respectively relates to long-term success in China.  

           

  

Figure 3: Conceptual model  

The model empirically extends the notion of worldwide learning (Barlett and Ghoshal 

1998) by offering the concept of “second-home learning”, which can create strategic 

leverage on the basis of a new core at a second-home, which is as important as the 

home market.  

Overall the thesis contributes to understanding strategic approaches in a new market 

based on global forces and local forces (Barlett and Ghoshal 1998, p.314-320). Also 

second-home strategy in a way reframes the established notion of local-global, 

generally perceived as either opposites or complements. Alternatively, they are also 

“opposites-in-unity”(Li 2014) because second-home strategy’s key aspects can 

coexist with contradicting elements, which do not constitute a company’s new core in 

the second-home market (Ex. High-end exploitation vs. low-end exploration, global 

products-new solutions)(Table 4).  
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Thus, it can be hypothesized that Multinationals, which adopt a second-home 

strategy, are more likely to achieve balance between the global and local pressures. 

In essence, I have refined the loose framework by Galvin, Hexter and Hirt (2010), 

who simply presented areas across the value chain (product, marketing, distribution, 

HR and government relations), where multinationals should focus on in order to 

strengthen their second home in China. Given the lack of theories on the novel and 

insufficiently explored concept of second-home, the suggested model can potentially 

help for the development of its theoretical elements.  

However, there are some drawbacks to this conceptual perspective. First of all, the 

already mentioned methodological limitations and the lack of collaboration from the 

case companies was an impediment to efficient theory building. Therefore multiple 

semi-structured interviews with company management, including Chinese teams, 

should be conducted in future inductive research. Even though, there is an 

observable pattern in the findings of the thesis, there is a need for clearer 

conceptualization. This requires adding more cases to the research and further 

iteration between theory and data in order to reach actual “theoretical saturation”, 

which would establish the theoretical elements of second-home strategy (Eisenhardt 

1989).  

As for the conceptual drawbacks, the framework does not directly account for the 

contextual factors of the environment, such as local competition, customer 

preferences, strong government influence, which make exploitation unsustainable 

option in the long run. It refers directly to the explorative phase of the organizations.  

Also “second-home learning”, i.e. the mechanism of “unlearning”/ learning perhaps 

could be expressed with a clearer construct.  

In terms of practice, the findings can also provide multinationals operating in China 

with better understanding of how to capture more opportunities in the Chinese 

market. When further refined, the insights can finally give some clear meaning and 

academic substance to the second-home notion, which has been actively used by 

organizations like Grundfos. We could also see that the responsibility behind the 

statement of having a second home in China counts to a large extent and whether 

China perceives the multinationals as highly committed (Prangsgaard 2015). 
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Therefore, the suggested aspects of second-home strategy can potentially provide 

general guidance for increasing dedication to the Chinese market. 

 

 



 

 

Chapter 6: Conclusion 

Many western multinationals operating in China are attracted by the idea of 

achieving market share similar to the one in their already stagnating home markets 

(Hoover 2006). They see enormous potential in the mass market of the world’s most 

populous country and the innumerable opportunities it can offer. However, it is not 

enough to rely solely on your established expertise and deeply engrained Western 

logic, because you simply cannot play someone else’s game according to your own 

rules. You have to immerse into new context, learn new rules, adopt different 

mindset, so that you can start building a new core, which can maintain your 

competitive edge in your second home. Building a second home in China is not just 

about tactics of adapting and adjusting to the local conditions of the new 

environment, it is about developing a whole new second-home strategy and carefully 

conducting its execution.  

The inductive process of this thesis builds on the emergent concept of second-home 

strategy and contributes to understanding its content and potential key aspects. The 

evidence from the two cases in focus, Carlsberg and Grundfos, as well as the extant 

literature are at the base of a proposed conceptual framework, which is meant to 

capture the overall pattern of second-home strategy. In particular the tentative 

concept of “second-home learning” emerged as essential for shaping a second-home 

strategy, which includes a number of important aspects: new solutions, low-end 

exploration, distribution diversification, local talent in top management and shaping 

regulations.  

Thus, in its essence a second-home strategy embraces the complexity and the 

paradoxical factors of the environment and makes the most of them. Moreover, a 

second-home strategy provides the opportunity for Western multinationals to achieve 

synergies between the Eastern and Western cultural traditions. Such strategic 

approach could potentially deal with the existing divide between developed and 

developing world, it could create balances between seemingly incompatible elements 

and bridge the way of multinationals towards becoming true global players (Li 2012). 
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Appendices  

Appendix 1 

Case study protocol (Yin 2013, p.84-94) 

1. Overview 

There has been a need to build up on the emergent concept of second-home strategy. 

Even though some authors and companies mention it, in reality there is no 

substantiating theory to test. Therefore, a researcher must approach the issues 

surrounding second-home strategy inductively and venture into reaching certain 

propositions and hypotheses.  

In particular this case study will take interest in second-home strategy for western 

multinationals operating on the Chinese market and in particular its key aspects.  

An important reading to take into consideration is “Building a second home in China” 

by Galving, Hexter and Hirt (2010). The authors offer a broad approach and some 

practical recommendations on second home in China.  

2. Data collection. Analysis procedures. Questions 

In theory building data analysis is overlapping with data collection, and adjustments 

can be made during the data collection process. “Thus, if a new data collection 

opportunity arises or if a new line of thinking emerges during the research, it makes 

sense to take advantage by altering data collection, if such an alteration is likely to 

better ground the theory or to provide new theoretical insight.” (Eisenhardt 1989).  

a) Start piling up case evidence on Carlsberg and Grundfos (creating databases). 

Create brief case histories. 

Q: What are the distinct strategies of the two case companies in the Chinese market?  

How do they change over time?  

Q1: How and why do they move up and down the segments in the Chinese market?  

Q2: Do they have multiple business models? How do they balance them?  

Q3: Do they take into consideration local customers needs? How do they do that?  

Q4: What new products do they offer? 
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Data sources: archives, official company documents and presentations, company 

websites, magazines and newspapers, videos, interviews  

b) Start looking into each case separately (within-case analysis); summarize 

the piles of collected evidence on the two companies’ strategies into groups 

and index the groups. It is an efficient way to deal with the huge amounts of 

data. 

Possible questions to ask based on Galving, Hexter and Hirt (2010):  

Qs: “Do you offer as large a range of products in China as you do in your home 

market? Have these products been designed based on Chinese customers’ needs, or 

are they simply imported or “de-featured” Western designs? Are your price points at 

the same level as similar offerings from local or even foreign competitors?” 

Qs: “Has your company invested to know your customers in China as well as you do 

those in your home market? Is your market intelligence team in China just as big as 

the one your home market? Do you conduct as many primary market research 

studies as you do in your home market? Is your customer segmentation just as 

rigorous—or have you just applied one you use elsewhere?” 

Qs: “Do you expect the same operational-performance levels in China as you do in 

your home market? Have you invested as many resources or as much expertise in 

building and refining your Chinese manufacturing, distribution, supply chain, and 

service models as you have in the European Union and the United States? Are your 

customer service centers just as close to Chinese customers as your centers in your 

home market are to customers there? Or have you taken shortcuts because “China is 

different”—such as working through third-party distributors, though you go direct 

everywhere else in the world?” 

Qs: “Is your HR team in China on the same scale as the one in the European Union 

or the United States? Do you follow a similarly rigorous process for finding potential 

hires—or do you rely more on references? Do you invest just as much in professional 

training and development programs, taught by equally qualified staff, as you do in 

your home market? Do you offer the same type of global rotational programs to 

rising Chinese executives as you do to those in other markets? Is your CEO just as 

aware of a rising star in the Shenzhen office as he is of someone in St. Louis or 

Munich?” 
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Qs: “Do you have just as many and as capable government relations staff in China 

as you do in your home market? Do you have a similarly well-thought-through 

process for communicating with your regulators at the central, provincial, and city 

levels in China as you would in other markets? Are you helping to shape regulations 

there in the same way as you would elsewhere?” (Galvin, Hexter and Hirt 2010). 

Data sources: archives, official company documents and presentations, company 

websites, magazines and newspapers, videos, interviews (Add data sources and case 

evidence if necessary in the process of grouping data!).  

Ideally: Interview with strategic managers in China from both companies; interviews 

with representatives from different departments within both companies’ China offices.   

c) Identify themes in the grouped case evidence. Conduct cross-case analysis. 

Compare the two cases and search for recurring elements.  

Q: How are the two cases similar or different? Is there a pattern? Which elements 

remain constant?  

Q1 (added): Why does Carlsberg start West China strategy earlier compared to 

Grundfos?  

Q2 (added): Why hasn’t Carlsberg declared China its second-home market?  

Data sources: If necessary add new data sources  

3. The case study report  

Structure of the report: guided by the theory building, inductive character of the 

research  

Chapter 1: Introduction 

-Introduce the emerging concept of second-home. Need to explore the topic and its 

content  

Chapter 2: Early literature review  

-Identify issues, which logically precede the emergent concept. Introduce immature 

writing on second home. Define a possible research question  

Chapter 3: Methodology  
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-Discuss paradigm, research design, data collection methods, analysis procedures 

and limitations  

Chapter 4: Analysis  

- Start with detailed description of the cases  

- Within-case analyses  

- Cross-case analysis  

Chapter 5: Discussion 

- Summarize emergent constructs  

- Integrate findings into established literature  

- Present a conceptual framework  

Chapter 6: Conclusion  

- Final thoughts  
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Appendix 2 

My paper on Second-home strategy for the course “International Business in 

China”, November 7th, 2014. This paper was the original inspiration to 

extend the topic into a thesis.  

What important strategic aspects should MNCs consider when building a second 

home in China. The case of Carlsberg  

Introduction  

The local context of China is fundamentally different from that of the Western 

countries. In broad terms we can say that East and West are philosophically opposing 

each other as “Eastern philosophy of wisdom” versus “Western philosophy of 

knowledge” (Li, 2012b). 

Chinese culture has at its core the indigenous philosophies of Confucianism and 

Taoism. The Chinese paradoxical yet balanced approach to life is based on the 

dialectic Taoist Yin-Yang principle, which suggests that there is no absolute black or 

white and those opposites depend and exist on each other (Fang, 2006). That is why 

The Eastern logic tolerates paradoxes and what is more, they are crucial for the 

perception of the whole. Many inconsistencies exist but they are at the same time 

complementary, i.e. there is partial trade-off and partial synergy in Chinese logic. 

Western logic, on the other hand, pursues consistency and reduction of 

contradictions. The whole is always perceived better through the analysis of the 

constructing elements. Aristotle’s “either/or” frame searches for alleviation of 

paradox by separating mental opposites (Li, 2014). Furthermore, Western thinking 

has rationality at its core but what is beyond the surface is deemed ambiguous and 

unreliable. Chinese thinking, though, is inspired by the “Wu”, the intuitive 

imagination, the subconscious and the metaphor. The best “out of the box” ideas 

emerge namely on a subconscious level, i.e. when you are not working or thinking. 

Ambiguity is also considered beautiful; there is no confusion in it, on the contrary- it 

contributes to the understanding of complex phenomena. Interestingly, ambiguity is 

embedded in the innovation process where no fixed rules can be set in advance (Li 

slides, 2014).  
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From this general juxtaposition we can see that the challenges, which multinational 

corporations (MNCs) encounter, when entering China, are rooted in the very cultural 

and philosophical grounds of East and West. This represents just the basis of what 

precedes a difficult process of adaptation to the local Chinese context.  

The exemplifying case in focus of this paper will be the Danish brewery Carlsberg, 

whose entry in China did not start off well in the eastern part of the country but as a 

result of strategic adaptation to local context it continued successfully in the west of 

China (Carlsberg in emerging markets case). This case will be used to illustrate the 

strategic possibilities, which lie in front of western companies when entering an 

emerging market like China- fundamentally different from their home market.  

Firstly, I will provide an overview of entry strategies as well as elaborate on the 

importance of the concept of “second home strategy” and its significance for learning 

new core competences. After presenting the methods I will describe the case and its 

relevance to the topic. 

Overview 

First of all it is important to mention that no matter how promising the vast and 

untapped market of China seems, being a pioneer, as an established MNC, is no easy 

task. Distance in its geographic, cultural, economic, administrative and political 

dimensions poses many barriers. That is why it is useful for managers to assess the 

influence of distance in advance, before initiating global expansion and contemplate 

on what attributes create distance as well as what products are most affected by 

distance (P. Ghemawat, 2001). 

Knowledge of the local Chinese market and the context, within which the MNCs are 

expected to operate, is of great importance. Firms, who achieve this kind of localized 

management, are usually the ones who succeed (Hofmann, 2008). But how to enter 

and gain foothold in China? It makes sense to start by building your presence on the 

market through exporting, licensing as well as mergers and acquisitions (M&As) or 

joint ventures (JVs).  The risk at first is so high that foreign companies prefer to form 

JVs, for example, with local partners and thus benefit from teamwork and networking, 

i.e. transaction value (Li, 2010). However, finding a Chinese partner can be 

extremely difficult now. Many Chinese companies have grown stronger and are no 
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longer willing to partner with foreign investors mainly because their interests often 

contradict with these of the Western companies (Hofmann, 2008).  

But once you have entered the Chinese market, there comes the question of how to 

integrate. Undoubtedly local conditions in China are very different and it is important 

for foreign companies not only to adapt but also strategically change their ways of 

doing business.  

Broadly speaking, the globe is divided into two worlds: that of the developed and 

developing countries. They have different resource pool configurations and follow 

different game rules. 

Developed countries have skilled labor, education, functioning institutions and 

government. Moreover, the real demand of the local customer there is more 

important and more sophisticated than the supply. Being a developed economy is 

something that is embedded in the cultural genes of the European countries, for 

instance. They simply rediscovered their heritage from the ancient Greeks (P. Li). 

China on the other hand is in a way premature in that aspect and never had this elite 

democracy, which originated namely from Greece (Li slides, 2014). 

Unstable institutions and government, lack of functioning democracy with well-

established legal system prevail in China, as in any developing country. 

Due to these crucial differences one should never assume that to enter a developing 

country is enough to simply replicate the western models. Naturally, it is much easier 

for a company from an advanced economy, such as Carlsberg, to enter and compete 

in a developed country and vice versa. However, when entering China, you are 

entering a totally different territory, with different game rules, therefore your old 

business model is not likely to be effective in China (Li slides, 2014). That is why you 

need to build your new home from scratch. One potentially novel business model for 

both established and emerging MNCs is what Professor Peter Ping Li calls  “second-

home model”. Furthermore, he proposes that “the best choice of the second-home 

for the established MNCs is China to maximize the likely synergy between the 

developed and developing economies and also between the Western and the Eastern 

cultural traditions” (Li, 2012). The second-home strategy is useful for effectively 

dealing with the divide between developed and developing economies. What is more, 
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despite the fact that the multinationals have more functional capabilities than the 

Chinese competitors, the Chinese are catching up quickly and there are also many 

other multinational competitors in the game. So companies, which wait too much on 

others to develop the market, may end up out of the fast-developing game (Galvin & 

Hexter, 2010). Conversely, by exploring and going in a different direction from the 

one all incumbents follow, they can be much more innovative and ahead of others. 

Methods  

The purpose of the paper is qualitative and it analyses the single case of Carlsberg. 

This exemplifying case illustrates the deployed theoretical concepts. I have relied on 

secondary data sources with pre-established level of validity, such as articles 

(scientific and newspaper), presentations, annual reports, books, case studies etc. in 

order to get a better understanding.  I also used Carlsberg’s official page and its 

archive documents as well as a few other relevant websites.  

However, due to limitations, there was no possibility for collecting primary data 

through an interview.  

Description and analysis   

The Carlsberg Group 

The Carlsberg group is the fourth largest brewer in the world, employing around 45 

000 people around the world. Its brand portfolio includes more than 500 beer brands, 

as Carlsberg beer is its flagship brand. Other well-known brands, which belong to the 

Carlsberg group, are Tuborg, Sommersby cider, Kronenbourg etc.   

(carlsberggroup.com).  

The company, which positions itself as “probably the best beer in the world”, focuses 

on markets such as Western, Eastern Europe and Asia (carlsberggroup.com).  

Carlsberg is the second largest brewer on the Western European market. This is a 

mature market with established traditions in beer consumption. In Eastern Europe 

Carlsberg is number one in all segments by holding a strong position on the vast 

Russian market (annual report, 2013). 
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Carlsberg’s Asian market includes mature markets such as Singapore, Malaysia and 

Hong Kong as well as investments in the growing markets of China, India and 

Vietnam (annual report, 2013). 

Carlsberg in China  

Carlsberg is one of the first international brewers to export beer to China. The large, 

highly populated Chinese market is perceived as a great opportunity and its growth 

rate is much higher that that of the stagnated developed markets. China is the 

largest beer market in the world in volume terms and expected to become also the 

largest globally in value terms by 2017 according to EuroMonitor. Disposable incomes 

are also predicted to increase, thus more people will be able to buy beer (cnbc.com). 

The company officially began its business in China in the late 70s.  It all started from 

Honk Kong as a base for Carlsberg’s further expansion to main land China. A brewery 

was established, and similar to other big international competitors in South East Asia, 

the company started acquiring shares in small local breweries (Carlsberg.com). That 

was apparently the only way to gain access to local Chinese networks and channels 

of distribution. This eastern Chinese market, however, was highly consolidated with 

many strong international players buying shares in regional breweries. Due to the 

better development and respectively higher income in eastern China, many of the 

MNCs focused on that part of the country by targeting the premium segment of 

consumers, who were able to spend more (Carlsberg in emerging markets case). 

Since Carlsberg was not a first-mover on the attractive southeastern market, fierce 

competition made its success there impossible. Not even an attempted JV with a Thai 

company improved the situation. On the contrary, Carlsberg had to pull out of the JV 

and reconsider its strategy for the Chinese market (ibid). 
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Segmentation of the Chinese market (Carlsberg Strategy in the premium segment,2005) 

Consequently Carlsberg redirected its focus on the poorer western part of China, 

where the market was highly fragmented with numerous small local players 

(Carlsberg in China, 2006). This market seemed promising because of the lower 

competition and the opportunity for Carlsberg to buy cheap and pursue growth. It 

also had an advantage of a first mover in that uncontested space, and had the 

opportunity to boost its sales as consumption was gradually increasing in that part of 

the country. Thus, Carlsberg achieved a leading position on the western China 

market, where it targeted mid and lower segments (Carlsberg in emerging markets 

case).  

Second home strategy  

Here it is important to commence by introducing the concept of “unlearning”. That is 

to start from scratch with new assumptions, new knowledge and unlearn what you 

have already learned at home. Being in this new environment, where the game rules 

are different, Carlsberg could not rely on the same business model as in the west. 

The company had to “let go” of the global Carlsberg brand and realize the value of 

the local brands in order to integrate in this highly contextual environment. Moreover, 

in order to secure its access to distribution channels and local networks, Carlsberg 

formed partnerships and JVs. This strategic step also requires new assumptions 

regarding company culture. Often western companies are so embedded in their 

culture that unlearning is extremely hard. Professor Peter Ping Li proposes that what 

the company should do is just temporarily “suspend” its culture, so that it will not 



 

 

!"#$%&"'()*+&+,"' ' -+.%#/"0%#'1$2)#%22'34/++&'
!

XI 

intervene with learning a new culture. Of course by learning a new culture Carlsberg 

have not discarded its own culture but integrated some of the learnt values with its 

own values. Not only did Carlsberg sell local brands to the Chinese consumers but it 

also designed a brand especially for the Chinese premium segments (Carlsberg Chill, 

2006), which could fit better with the local beer tastes and preferences. Thus, by 

realizing the value of local brands, the company found a balance of serving the west 

China consumers and at the same time also targeting the premium segment in both 

the southeast and west of China through the Chill brand.  

This strategic adaptation is part of the process of learning new ways and building a 

new core. The future lies in the emerging markets so a company needs to learn how 

to conduct its business there, otherwise it will always rely on its own manner of 

doing things at home (or in other developed countries); and that is not a sustainable 

option. Building a second home will be of great importance for companies in the 

future and having such a strategic approach is the most significant change in a 

company’s history. It is only then that players like Carlsberg can be considered truly 

global (Li slides, 2014).  The second home offers a new resource pool; therefore it is 

a source of new core competences. If on its home market Carlsberg has its core in 

malt and cereal-based beverages (carlsberggroup.com), in the Chinese context the 

company has been developing new core competencies more in keeping with its 

nature of an “acquisitive international brewer” (kpmg.com), which searches for and 

buys local brands. 

The vision of Carlsberg for China is: “to make Carlsberg a leading brewery group and 

the Carlsberg brand the leading international brand in Asia – and make Asia the 

second growth engine for the Carlsberg Group” (Carlsberg Asia strategy, 2005). The 

company has clearly committed to achieving success in China as in its home market. 

However, there are certain important gaps to address between the second home and 

the home market. In Galvin and Hexter’s article “Building a second home in China” 

these are also steps that MNCs can follow during their strategic considerations for 

strengthening the second home as much as their first one. Further down I refer to 

Carlsberg’s strategic efforts in each of these aspects.  
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a) Technology and product strategy  

Very often, when entering an emerging market, the company needs to make the 

right trade offs in terms of product quality and price, i.e. the company needs to 

divert from its established product strategy in the West (Galvin & Hexter 2010). In 

China different provinces have quite diverse market dynamics. Product strategy, 

which works in one area, may not be applicable in another. It is also important to 

mention that in China there is a quite big gap between the premium and the local 

mainstream segment, resulting in the huge size of the latter.  Thus, Carlsberg has 

two products under the Carlsberg brand, which target the premium segment- 

Carlsberg Green label (with authentic taste) and Carlsberg Chill (easier to drink, 

more suited to Chinese taste); while the big mid and lower segments are targeted 

through products from local breweries, acquired by Carlsberg. Such segmented 

approach to product design and strategy makes sense in the vast and complex 

Chinese market (Carlsberg strategy in the premium segment, 2005).  

b) Marketing  

Many successful multinational companies have reached a quite high level of 

marketing research and brand management techniques at their home markets unlike 

most of Chinese firms. When applied profoundly in an emerging market environment, 

Western marketing approaches can be quite useful with their degree of sophistication 

(Galvin & Hexter 2010). Thus by carefully researching the market and considering its 

differences strategically, Carlsberg managed to boost its growth in China by directing 

its investments towards the less explored rural west of the country; as initially the 

company was mainly focused on the highly competitive southeast China. That is 

because it realized the potential of the mainstream segment in China and its 

forecasted increase of purchasing power.  

However, local Chinese companies are also gaining power in marketing and branding. 

The huge Chinese market is crowded with foreign, joint venture or copycat brands 

and it becomes ever more pressing for MNCs to create a targeted and compelling 

value proposition for the local customers. Acquiring customer insight is also 

imperative if they want to stay competitive (Crocker, 2004). Thus, Carlsberg’s 

market research, for instance, revealed that consumer preferences in China vary 
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regionally and that the majority prefers lighter tasting beer similar to Tsingtao 

Huandong (market indicator report, 2010).  This lead to the company’s locally 

tailored Chill brand.  

c) Distribution and services  

Distribution networks are important in a huge country like China with so many 

scattered and diverse markets. Moreover, MNCs need to make sure that quality and 

service level of third parties corresponds to their own standards (Galvin & Hexter 

2010).  

Carlsberg’s distribution includes mainly sales through wholesalers but also direct 

sales. For Carlsberg establishing a portfolio of local premium and mainstream brands 

through acquisitions of breweries in China is strategically needed for sharing a large 

distribution network with the Chinese local players. It is important for the company 

to leverage on the sales and distribution network of the acquired breweries in order 

to increase its presence in the region and grow rapidly (China Strategy, 2005). Third 

party distributors in China may not always provide the quality and service level, 

which an MNC expects, so that is why direct sales are also practiced. However, in 

order to maintain lower investments levels, while simultaneously growing, companies 

in China need to rely mainly on distributors (Galvin & Hexter 2010).   

d) Supply chain management  

Many MNCs on their way of adapting to the Chinese environment find out that their 

traditional supply management practice may not be so efficient in this new context. 

Thus, Chinese supply operations need to be supported in order to overcome a gap 

with the global standards. That means more local planning and skilled work as well 

as more developed IT systems are needed (Galvin & Hexter 2010). 

Besides synergies in distribution and marketing, Carlsberg also strives for synergies 

in supply and procurement in China, such as joint procurement of raw materials 

(Carlsberg in China, 2005). Moreover, in order to ensure operational efficiency, the 

supply chain department of Carlsberg China is directly managing brewery 

performance in the country (Carlsberg.com). To boost the Chinese supply operations, 

it is also imperative to recognize the importance of hiring regional supply chain 
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managers and planners, who can contribute to meeting Carlsberg’s aspiration of 

being an efficient brewer in China. Applying local knowledge is critical in seeing the 

market as the company's second home. In many cases local managers can be far 

more effective since they can also use their guanxi ( Fryxell, 2004).   

Thus, integration of technology, marketing, distribution and supply chain 

management in this new and different context is crucial for efficient resource 

utilization when executing a strategy in China (China Strategy, 2005).  These are 

also important business aspects to carefully take into consideration in order to build 

successfully a second home with new core competences.   

Conclusion  

To conclude the discussion, many western companies see great opportunities in 

China to achieve market share similar to the one on their already stagnating home 

markets (Hoover, 2006). They are attracted by the growing potential of the mass 

market in the world’s most populous country. However, in order to be a truly global 

player, it is not enough to only adapt to local context. You have to immerse in that 

context and start playing a new game with totally different rules. You have to adopt 

a new mindset, so that you will start building new core competences, which will 

maintain your competitive edge in your second home. Initiating a second home is not 

just about tactics of adapting and adjusting to the local conditions, it is about having 

a whole new strategy and carefully shaping its execution. During that process there 

are important aspects to take into account regarding local marketing and branding, 

distribution, product strategy and supply chain. But then again, success is a matter 

of how that strategy will be executed, starting from the top of the organization and 

reaching down to the levels of local talent.  

Carlsberg, as a western company attracted by the vast Chinese market, has 

encountered some challenges down the road of immersing into local context. 

However, it “suspended” the value of its global brand, only to discover the value of 

local Chinese breweries. In this way, keeping in mind the fundamental differences 

between East and West, the company has gradually been strengthening its second 

home in China. 
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Appendix 3 

Interview with Dan Prangsgaard (Aug 28th, 2015) 

Dan Prangsgaard is a Danish journalist, who has previously worked as a PR manager 

at Grundfos for 12 years. During his time with the pump company he did a turn in 

China.  

He was also a director of corporate communications in Carlsberg.  During his time 

with Carlsberg, he was not stationed in China but was there for business on many 

occasions.  

He worked extensively with the Chinese market for both Carlsberg and Grundfos.  

Currently he has the position of a Press & communications consultant at Sydbank, 

Denmark.   

 

What are the biggest challenges that the Chinese context poses for players 

like Carlsberg and Grundfos?  

You have the business case and you need to predict how well the business is going to 

develop. Are we going to be faced with certain regulations or yearly plans etc. So 

that is one point where western companies will struggle with China and this 

uncertainty will always be there.  

Then you have the maturity of the consumer. And I think it does not really matter if 

you are B2C or B2B company, but what matters is the maturity of the consumer 

market. Are they, for instance, buying on agenda for sustainability, are they buying 

on your agenda for responsible drinking etc.  

The last part of this discussion is who is actually telling the basic story about the 

company. Is it a CEO somewhere in Western Europe or is it a CEO in China, maybe 

even with a Chinese passport, speaking the language.  

Some of these things will give you a base in your matrix for risk assessment, where 

you will say: “this is good for the business or this is not good for the business”.  

And if you are a company like Grundfos, where the majority of your sales are made 

through official government channels, then of course the case is somewhat different. 
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What can you tell me about Grundfos’s commitment to China and the fact it 

identifies China as its second home?  

Also to what extent does Carlsberg consider the Chinese market as 

important as its home market? 

“I think the starting point for the storyline has two pillars. One pillar is the branding 

pillar, where you want to promote your company, where you want to create the 

storyline that appeals to the whole Chinese market. And the second pillar is the 

purified business case, meaning from a business perspective how lucrative it is to be 

part of the Chinese market; which business mechanisms in terms of driving a global 

company, you need to have in place in order to make the company succeed in China. 

For both Grundfos and Carlsberg these two pillars are in place…but for Grundfos the 

storyline is somewhat different-naturally because of the product line that it offers but 

also because of the appeal that you have to the public.  

With Grundfos it is not only B2B but also business to government, business to big 

institutions. While Carlsberg is B2C company, it has much stronger brand.  

Overall for both companies, communicating that you want to have China as a very 

important market is also a statement that is meant to embed itself within Chinese 

culture, Chinese sociology, and Chinese self-understanding. For example, for 

Grundfos it was very important to make the majority of the sales go through 

government offices, so the sales set up, the distribution channels, the way that the 

Chinese sales people would approach the sales would typically go through a public 

office…and preferably a big public contractor, where for instance waste water plan or 

water treatment plan or something like that, would be part of the general Chinese 

planning. So in order to get those orders, you need to get very close to the position 

chain in the public offices. And to Grundfos, to be accepted you needed to show your 

commitment.  

The set up that the Chinese government created in the Southern part of China 

around Suzhou is that there you have a very big concentration of companies from 

the west…and all of these companies were placed there not because that was their 

preferred site but because that was the preferred site of the Chinese government. So 

they made like a special zone with special rules for the western companies…but in 

order to be part of that story, you needed to be there.  
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I think that when the announcement that China is perceived strategically as a second 

home was made in 2008-2009, the basic punch line was mean to be picked up by the 

Chinese more than anything else, and to put weight behind those words of course 

you needed to make it adequate: you needed to build an R&D, you needed to build 

an infrastructure of an organization, which is similar to the infrastructure you know 

from your home…That goes for both Grundfos and Carlsberg…. 

But despite its commitment, Carlsberg does not declare China its second 

home openly, unlike Grundfos? 

And there is a reason for that. First of all the main reason why the rhetorics are 

different is primarily because of the brand outreach. It is primarily because Carlsberg 

as a brand is a…it is not a world-known brand but it is very close to, and if you look 

at the business structure of how you bring a beer brand to market, it would be too 

narrow to say that our beer brand is primarily a brand that goes within a confined 

geographic area. So I think it is more a question about rhetorics than it is a question 

about how companies actually are putting their strategies together. And if look at 

Carlsberg you can see that the strategic investments that they made in China are 

very substantial and if you also go into the interim reports, and how professional 

investors bring in the big funds and so forth,…what they are listening to is how much 

effort you are putting into making your investment in China to be a beneficial one to 

your bottom-line. And when you look at those arguments then you can see that 

there is a very strong case, also in the Carlsberg case that China is a very important 

market.   

In addition, you also have to keep in mind what kind of environment the companies 

are competing in. First if you look at Carlsberg, they are number 4 or 5 if you look on 

a scale what the largest breweries in the world are. But there is a very big gap from 

Carlsberg to number 3, and then if you look at number 2 and number 1- they are so 

much bigger than Carlsberg and have tremendously more amount of power to do 

what they want with the market. And if you look at the Chinese market you can see 

that the big competitors have been really penetrating the areas with high population 

and attractive market opportunities, while Carlsberg is more strongly positioned in 

the western part. That is not nearly the amount of people and the market is not as 

mature and all of that. So, the Carlsberg strategy had been that of “let’s try to get a 
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foothold” but we can’t really afford to go out and take the big chunks, because 

Heineken and SAB Miller and the other big players are already strongly positioned 

there. So it is all a question about whether we have a case where we can compete or 

not. Actually I think they would like to say: “yes, we perceive China as our second-

home market but it is very hard to do so because they can’t actually “walk the talk”. 

Then if you look at Grundfos and what kind of environment they are competing in, 

and then look at Grundfos as a company in their particular business: they are the 

world’s biggest pump producer, they are already in a position where they are number 

one…and that itself already gives you a different talking platform. So I think there is 

an interesting comparison when you look from one company to the other: what is the 

overall market position for the company and what is the ability that the company 

actually has to put weight behind the words and the ambitions.  

So the general basic narrative is about what type of company you have in Grundfos, 

what they are doing and what’s the perfect fit with the Chinese ambition, and with 

their plan, that was exhibited in several 5-year plans of the Chinese government. So 

in those terms, the timing was good. Carlsberg perhaps did not have the same ideal 

timing because beer is a different commodity, it is highly regulated, it is often used 

as a political tool, you can tax it, you can ban it…you can do so many things with it.  

So, again, the communication platform that you are standing from and saying: “this 

is my core product, this is what I can bring to the market place, this is what I can do 

for your economy locally, regionally and nationally are so different. And that is also 

why I think, when you look at the company and how they are strategically position 

themselves as players in the Chinese marketplace…some of these considerations 

would definitely be part of what they are saying.  

Both companies embarked on exploring the lower segments in China 

(Carlsgerg: acquired low cost brands of local breweries in West China; 

Grundfos: introduced the cheaper brand Emerco).  What does it take for 

these companies to balance low-cost brands with the established global 

brands? Or is it more of a trade-off?  

“If you look at the culture in particular in China but also in most of Asia, you will see 

a culture where the baseline is that the copy is often better than the original.  
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To Grundfos that was a very important step because they needed to have a product 

portfolio that was able to compete against that lower-segment. If you look at the 

Grundfos philosophy and their pumps, which could go on for centuries working and 

working, no downtime, no quality issues. But all those advantages within the brand 

were not recognized as a winning point in a traditional Chinese marketplace. They 

would be looked upon as: “yes, that is good, but I can get the same product much 

cheaper”. So, Grundfos simply needed to have a product line and a story, which 

could support that in order to compete on this level.  Actually for Grundfos that has 

been an issue not only in the Chinese market but also in many other markets.  

To Carlsberg, on the other hand, it was somehow a matter of what they could afford.  

The cost and the risk in the East were already too high, since the other players 

already bid higher prices. So you could say Carlsberg bought what they could 

actually afford, and that was the brands in the western part of China. This was the 

case with many other western companies in China. I think the cost of buying was 

part of the explanation for Carlsberg to venture into the lower segments.  

So from outside what seems like a very detailed strategy, also hides a story of what 

are we actually able to do: we know this is an interesting market, we want to be part 

of it but in the end of the day: what are we able to afford.  

Does the home market make the decisions for Grundfos’s China R&D and 

Carlsberg product development? To what extent is the China management in 

the center of “big” decisions in these companies?   

If you want to be taken seriously, and you are announcing this is a key market to us, 

you need to put your investment there. And in the case of Grundfos in China it was a 

simple demand. If you do not have an R&D base in China, forget it. There was not 

even a question if Grundfos wanted to have an R&D base in China, it was more 

question of how much. And then when it comes to the strategy of the company, of 

course the company says: “yes it makes sense to have R&D there within the local 

environment”. For Grundfos in order to be part of the big system, they simply 

needed to have local R&D in China. At the same time there was the strategic benefit 

for the company to establish an R&D facility in China because access to highly 

qualified engineers became much better. The amounts of engineers that graduate 

from Chinese universities are so many more than in Denmark. And all the 
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recruitment and the HR side of the case, being able to find the right employees with 

the right knowledge, was also helped by establishing a base. And actually to 

Grundfos and other western companies there is also a backside to that because of 

the risk of your knowledge being stolen by employees leading you, or if you are 

exposed to espionage, or if you are exposed to your ideas being copies etc. However, 

the benefit of having local R&D for Grundfos outnumbers the potential risks or 

drawbacks.  

In Carlsberg it is a completely different kind of story because you don’t have that 

kind of knowledge. The R&D process in relation to beer is more about how you come 

to market, the need of the customer and the knowledge of truth that your product is 

what they want. In addition to that, to have the right story, to have the right 

distribution channels, to have the right exposure in the commercial outlet and of 

course to Carlsberg it was more to take the learning from a Western setting and then 

say what can we adapt to a Chinese reality… 

In the cases of Carlsberg and Grundfos, what was the process of 

segmenting the Chinese market and how did that influence brand 

management in the emerging market of China?  

All the big brewers that are present in the Chinese market operate on the base of 

categorizing products. And what they have are some premium products and typically 

these are the products, which are sold worldwide. To Carlsberg, if you look at the 

beer Carlsberg, and the beer Tuborg, those two particular brands are known as 

premium brands. So they are priced and distributed differently than other brands, 

they are advertised more exclusively. The Carlsberg beer brand is associated to the 

Premier league in England, which is also popular in Asia. And of course you choose 

your premium brand to be connected to the storyline, which appeals to a huge 

amount of people. If you have hierarchy of different beer brands and think of 

yourself as a consumer, you probably have a preferred taste in beverages. If you 

want to treat yourself and do something special, you buy one brand. If you want to 

do something else, you buy another brand, or if you want to do something low 

budget, you go for another brand. That is basically the philosophy of the brewers: 

“we need to have a brand, which appeals to the situation but also the segment”. And 

on top of that there is the fact that often beer is associated with emotions. Often 
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people are not connecting the quality of the beer with the price, they are more 

connecting the local storyline. So if you look at Carlsberg in Western China, they will 

have the portfolio with both the low-cost brands and the high-end brands.  

To Grundfos there is the basic philosophy of not having your brand associated with 

something that does not work. But it is a grey zone…you need to be at the 

marketplace and be competitive but you also need to protect your basic brand story, 

which is one of high quality.  

So the dilemma for many western companies when they want to announce China as 

a second-home market is that there the perception of quality is not the same and the 

expectation…or what you expect of a quality product is not the same…And quality is 

also perceived in different ways even in the European region.  
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Appendix 4 

Examples of indexing chunks of secondary data  

1) Example 1: excerpt from “How to win on China’s “good enough” battlefield” by R. 

Tsang and K. Chong, 2014 

 

 

 

2) Example 2: excerpt from company presentation “Carlsberg Green Label and Chill 

- Complementing brands makes Dual Success”, 27.11.06, available on Carlsberg’s 

website archives: http://www.carlsberggroup.com/Pages/results.aspx?k=27.11.06 



 

 

!"#$%&"'()*+&+,"' ' -+.%#/"0%#'1$2)#%22'34/++&'
!

XXV 

 

 

3) Example 3: excerpt from Globale “BERLINGSKE NYHEDSMAGASIN” Nr. 28. 25. 

September - 1. Oktober 2009 (interview with Grundfos China CEO-Humphrey Lau).  
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Appendix 5 

Exemplary email rejections for collaboration:   

1) 

From: Darcie.Walston@carlsberg.com 
Subject: FW: Carlsberg China strategy 
Date: June 24, 2015 2:27:57 PM GMT+08:00  
To: mavi10ae@student.cbs.dk 
 
Dear Manuela, 
Thank you for your interest in Carlsberg. 
We receive many inquiries weekly from students, and unfortunately we do not have resources to provide 
individual assistance at the moment. 
Best of luck with your studies! 
!! 
,5B=!>5?2>9BL!
Darcie 
Communications Assistant 
Carlsberg Breweries A/S 
Group Corporate Affairs Ny Carlsbergvej 100 1799 Copenhagen V Denmark 
Tel +45 3327 1240 www.carlsberggroup.com 
!
From: Manuela Georgieva Vidolova: 
Dear sir/madam, 
I am a master student from Copenhagen Business School studying a program in marketing called “Strategic 
market creation”. I am currently writing my Masterʼs thesis, which is a case study about western 
multinational companies operating in China. Carlsberg A/S is one of the companies in focus and in 
particular its strategic choices in order to achieve long-term success in the Chinese market. My research is 
an explorative study with the purpose of contributing to the novel construct of “second home strategy”. My 
objective is to find out more about the dimensions of a possible “second home strategy” and how that may 
benefit companies, such as Carlsberg, which have been operating on the Chinese market. I would like to 
find out if there are any more materials, besides the ones available on the website, related to Carlsberg's 
China strategy. I am also trying to get in touch with someone from the company who is willing to discuss 
Carlsberg China strategy either though a conversation or through email exchange. 
I am looking forward to hearing from you. 

Best regards,  

Manuela 

2) 

From: Maria Dahlgaard  
Subject: Re: Grundfos marketing strategies in China 
Date: May 20, 2015 12:35:22 PM GMT+08:00  
To: Manuela Georgieva Vidolova  
 
Dear Manuela 
Thanks for your email. 
I'm at maternity leave with my boy. Therefore, no interest in 'working'. 
I wish you the best of luck. 
Best regards, 
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Maria Dahlgaard Andersen 
 

From Manuela Georgieva Vidolova:  
 
Dear Maria, 
I came across your profile and contact info, while searching for Grundfos strategy contacts on LinkedIn. My 
name is Manuela and I am a Master student from Copenhagen business school (program: strategic market 
creation), currently writing my thesis, which is a comparative case study. One of the companies in focus is 
Grundfos, and in particular its strategic choices in order to achieve success in the Chinese market as much 
as in its home market. Moreover, Grundfos states that it considers China its second home. 
The overall purpose of my research is to contribute to the novel and exciting construct of “second home 
strategy” and my objective is to find out more about the dimensions of a “second home strategy”. 
I could see from your LinkedIn profile that you have experience as a strategic market manager in Grundfos 
China. In this regard, I was wondering if you’d be interested in collaborating with a conversation/exchange 
of emails about your experiences with marketing strategies in China. 
Looking forward to hearing from you.  

Best regards, 

Manuela 
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Appendix 6 

The Chinese beer market 

China surpassed the USA as the world’s largest beer market in terms of production 

and consumption, driven by economic growth, low consumption per capita and 

switching from local spirits to beer (China strategy 2005). 

Even though China did not have strong beer traditions in the past, the establishment 

of the first breweries more than a century ago as well as the country’s opening up for 

foreign investments created good opportunities for rapid growth of the market 

(carlsberg.com). As a result, the first wave of foreign breweries entered China in the 

beginning of the 90s, eager to capture market share. However, at that time the 

Chinese beer market was highly fragmented and consisted of mainly local, non-

premium brands where price was the main determinant for sales. What is more, 

international beer companies did not receive the same support and protection from 

the Chinese government as the local breweries; entry barriers were also high at that 

time, due to production costs; inter-regional distribution was limited by strong local 

brand preferences and by trade barriers imposed by the provincial governments 

(Hansen, et al. 2010, p.27-37) (carlsberg.com).  

In an attempt to overcome this, the large international breweries started a process of 

consolidation in the early 2000s by buying out or merging with the local and regional 

breweries. Thus, eventually, only a handful of big players took control over the 

market, particularly in the East of China. What attracted these international 

companies to China was the possibility to capitalize on the growth of the premium 

segment in the Eastern urban provinces. This region was much more affluent and 

more developed than rural West China. Economic growth, urbanization and higher 

purchasing power of the consumers in the Eastern regions lead to premiumization of 

the beer market and consequently to an increase in prices. Thus the large 

international breweries, which were fast enough to participate in the initial 

consolidation of that market, managed to establish themselves as leaders and reap 

the benefits of high profits (Hansen, et al. 2010, p.27-37).  

The Western Chinese regions, which consist of five provinces with a total population 

around 120 million people, are poorer compared to the East of China. When 
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multinationals started entering China, they were not attracted by in the poor Western 

provinces with much lower disposable income and significantly lower beer 

consumption. However, this also meant that the Western beer market had a huge 

growth potential in the long term, especially considering the central Chinese 

government’s new policy of encouraging and subsidizing investments in rural regions. 

Moreover, the price of buying shares in local breweries in that part of China was 

lower than in the East, where the competitive landscape was becoming ever more 

intense (Hansen, et al. 2010, p.27-37) (Prangsgaard 2015).  

Carlsberg in China key dates (carlsberg. com):   

1860: Carlsberg’s very first export to China  

1978: Carlsberg Brewery Hong Kong was founded  

2003: Carlsberg acquires 100% shareholding in Kunming Huashi Brewery and Dali 

Beer Group in the Yunnan Province. Thus, starts expansion to West and Central 

China.  

2004: Carlsberg Chill is launched  

2006: Through a joint venture with Ningxia Nongken Enterprise Group, Carlsberg 

establishes a greenfield brewery in Ningxia Autonomous Region. Carlsberg owns 70% 

of the joint venture. Carlsberg was appointed as the sole distributor of Sol. 

2011: Carlsberg launches Carlsberg Light in China 

2012: Tuborg is launched in China  

2013: Carlsberg signed a partnership with the Chinese Super League   
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Appendix 7 

The Chinese pump market  

The Chinese industrial pump market is considerably large but a fragmented one. 

Between 2001 and 2006 it experienced rapid growth due to numerous infrastructure 

development projects, initiated by the government.  As a result there was a huge 

demand for pumps in industries, such as wastewater treatment, power generation, 

oil and gas, and chemical and petrochemicals. The water and wastewater treatment 

segment accounted for the largest share of revenues in 2006 (Chen 2008). The 

Chinese government’s 11th five-year of 2006 to 2010 indicated that there would be a 

total investment in wastewater treatment of 30bn EUR. This meant that more than 

100 new wastewater treatment plants would be built each year (grundfos.com 2007).  

As forecasted, from 2007 onwards, the Chinese pump market continued its growth. 

The market is also expected to grow at a 11.99% rate over the period 2014-2019 as 

outsourcing of manufacturing activities continues (Yahoo Finance 2015).   

In terms of product, the Chinese pump market can be divided into three main 

segments: positive displacement pumps, centrifugal pumps, and special purpose 

pumps. Centrifugal pumps represent the largest segment, thanks to low operating 

costs, higher reliability and suitability for application (Chen 2008).  

In 2006 there were more than 3500 participants in the Chinese pump market. The 

competitors on that market can be divided into four groups: multinational companies, 

state-owned enterprises, share-cooperative enterprises and others. Due to their 

limitations in technology and capital, the local companies are usually the ones 

serving the lower segments, while multinationals, such as Grundfos, ITT, Wilo etc., 

are targeting the high-end with their high-tech products and value-added services 

(pumpsandsystems 2008). Such big players first entered China through strategic 

mergers and acquisitions and then established their manufacturing there, attracted 

by the low labor costs (Chen 2008).  

As the Chinese pump market is actively growing, the local companies are often 

pressured by the technological innovations and manufacturing management from the 

multinational players (Chen 2008). However, domestic companies are fast learners 
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and they offer “good-enough” solutions, which are turning into a considerable threat 

to the high-end dominance of MNCs (Tsang and Chong 2014).    

Grundfos in China key dates (grundfos.com):  

1990: Grundfos Pumps (Hong Kong) Co., Ltd. founded  

1994: Grundfos enters China market  

2007: Grundfos China R&D center established  

2008: Grundfos set the course for Grundfos China through a new vision. Announcing 

China as a second-home market 

2010: Grundfos China investment founded / Grundfos participates in Shanghai expo  

2012: Grundfos launches the autonomous low-cost brand Emerco  

2013: Grundfos establishes a subsidiary in Chongqing metropolis (West China), as 

part of West China policy 

2013: Grundfos opens a “Concept store” in Shanghai, where different stakeholders 

can learn more about the company’s products  

 

 

 

 

 


