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ANNOTATION

Austrian small and mediwsized companie$SME) face a small home market and little
research had been done so far regarding their market entry strategy especially into the
economical rapidly agnding ChinaNo model exists which quantifies these influences and
the effects of decisiemaking.Therefore both a culturaind an operationalizing modehve

been developedver more publisheddata have been-depth and statistically revaluated

86 Austrian SMEManagers have been questionéldeir answers have beemalysedby

various statistical methodsvarious methods which include inferencand multivariate

statistics.

The result of the executed research amdlyses Austrian SMEsare frequentlystarting
exporting all at once without gaining experience by importing fifstis, theyaccepthigher
risks compared to European SMEslditionally, their approacls often characterized by a
contingent, coincidental and opportunsigizing way.For a sucessful market entrythe
weight of cultural differences important, i.eone has to utkerstad the Chinese mentality.
Austrian SMEs predfr to establish Joint Ventures which leads both to increeskdral
differences between management and workfenoce heighten competition on the Chinese
market They were hit more by an impropriate form tharg&enterprisesThe influence of
the chose entry mode has Iagtimpacts especially on SMEd)ely were hit more by an
impropriate form than large enterprises.

Various suggestions based on the results and conclusions of this thesis are éffiered.
important one is, to lld up mutual trust between Chinese and Austrian managersoand

endure time delays during the Chinese decisiaking processe

Keywords: SME, internationalizationcultural dimensions,decisionmaking theoryprocess

of informationseeking, best practices.



CONTENTS

1 THEORETICAL ASPECTS OF CULTURAL DIMENSIONS,

COMMUNICATION AND DECISION MAKING ..o, 20
1.1 Entry Modesand Literature Review of Internationalization...................ccceeeeeeeeeennnn. 20
1.2 Development of Cultural Concepts and Cultural DImensions..............cccvvvieeeninnnne 28
1.3 Communication within the SyStem ThEQLY..........cviiiiiiiii e 38
1.4 DecCisionMaKiNg ThEOIY......cccccce it e e e e e e e emeend 43
1.5 Summary for Current TRESIS........uuuuiiii e eeee e, 52

2 SCIENTIFIC RESEARCHES AND FINDINGS IN THE FIELD OF
MARKET ENTRY INTO CHINA ... emene e 54

2.1 European Study on Internationalization with a Focus on Small and MeSized

] =] 0 [ST= PSP 60
2.1.1 Relevant Characteristics of Internationalization in General.................... 60
2.1.2 The Austrian Engagemeimt Internationalization...........ccccccccoeeiiiviacceeennn. 64
2.1.3 The European Business Activities with China...........ccccoevviiicac 67

2.2 Aut h o +Edaliatidhef the AustriaBusinessConfidenceSurvey.............ccccccoouue 68
2.2.1 Data and Used MethodS...........cooooiiiiiiiiiccee e e 68
2.2.2 Fulfilled Methodical Necessities of Revaluation................c..eveveeeevieennnnns! 69
2.2.3 Findings of the Executed R&valuation.................cccuvviiiiieemniiiiiiiiieeeee 71
2.2.4  Summary for the Present ThesSiS........coooviiiiiiiiiiicme e 75
2.2.5 Deducted Model of Bflected AnalySiS...........ccoeeeeeiiiiiiiieee e, 76

23 Procedures and Met hods o.f...t.he. .. Aut.hor®s
2.3.1 Implementation of Research Design..............oeeiiiciieeeee i £ 9
2.3.2 Operationalizing Models of Research..............cccovvivieeeee e 80
2.3.3 Used Methods for Data Collection and Data As&@y................cceevvvvnnanns 82
2.3.4 Population and Characteristics of the Realized Sample........................ 84
2.3.5 Four Main Summaries for the Present ThesiS........ccccceviiiiiiieeciininninnnnn 87

3 EMPIRICAL ANALYSES OF INFLUENCING FACTORS and
DEVELOPMENT OF AN INTEGRATED MODEL.........coooiiiiiiieeeceeeee 89

3.1 Information and DecisioiMaking Process for Market ENtry.............vuvvveuiiiiiicaseeeennnnnd 89

3



3.1.1 Process of Informati@Seeking and AnalysIS...........ccoeevvvviiiiiemmnneeeeeeennnns 89
3.1.2 Process of DeCISIBMaKING...........ccoiiuiiiiiiiiiiieeeiiie e 94
.13 SUMMAIY ..ottt e et e smnnnnee 95
3.2 Used Methods and Procedures for Market ENLLY............ueeeiiiiiieeeeeeiiiiiieeeeeeeeeeeen 96
3.2.1 Selected Base for First TranSactiQn...........cccuvviieeiiieeceieiiieeeeeeeeeeeeeeeee 96
3.2.2 Reasons and Factors for Selected Market ENLLy............eeeiiiiiicecniennnnnns 98
3.2.3 Multivariate Cluster Analysis: Two Different Types of Enterprises....... 102
3.2.4  SUMIMIAIY ... iieitii ettt nmar e e e et e e e e s sanee e e et s e e e st e e e aa e e e s mmmsan s 106
3.3 Impact of Chosen Market Entry on Business Performance..........cccccccvvveeeeeeeeeee. 107
3.3.1 Encountered DIffiCUltIES..........ccoiiiiiiiiiiiiieeee e 107
3.3.2 Achievements by Market ENtry.........cccoviiiiiiiiiiiecceeeeeen 110
3.3.3 Impact of Chosen Market Entry on Business in China......................... 112
3.3.4 Repercussive Influences of MatkEntry on Austrian Companies........... 119
3.3.5 Validation of HYpOtheSES.........uuuiiiiiiiiiiiiiieeieeee e 121
.36 SUMMAIY ...ttt ettt r e e e e e e e e e e e e e e e e e e nnne e e e 125
3.4 Recommendations byespondindManagers for thdarket Entry into China............. 126
3.4.1 Recommendations for Management of SMES...............ccccveevveinnnns 126
3.4.2 Recommendations for Management of LargeeEpmnses............eevveeeeen.. 127
3.4.3 Recommendations to Management for the Chinese Méankiey Decision on
Base of the Selected Theories and Models..............ccuviviimmmniiiiiiiiiiieeeeeeee e 129
R S T[] =Y PP 130
3.5 Comprehensiwiew Model for Market Entry Decision as a Contribution to
MANAGEMENT SCIBNMCE. ... ittt eeeetie bttt ettt e e e e e e e amat e ettt e e e e e e e e e e e e e e s s mnne e e e e e e e eanns 130
CONCLUSIONS AND SUGGESTIONS......cooiiiiieeee e e 133
BIBLIOGRAPHY .o eemmr e e e e e e emenes 137
AP P END X .o ———————— 152

Appendix A: ReEvaluation of Austrian Business Confidence Survey 2015 / Questionnhg2

Appendix B: ReEvaluation of Austrian Business Confidence Survey 2015 / Statistical

LI 011 PSPPSR 154
Appendix C: Survey Austrian SMES 2016 / QUENNAINE.............cceeeeiiiiiriiieeneeeee e 160
Appendix D: Survey Austrian SMEs 2016 / Statistical Tables and Diagram.................. 171

4



LIST OF ABBREVATIONS

Abbreviat ion

Full Name

Cramer® V Statistical measure for effect size (for contingency tables RxC)

EC European Commission

EU European Union

FDI Foreign Direct Investment

GDP Grossdomestic product

IBM International Business Machines Corporation

ID Identity = number of respondens within the set of data

IMF International Monetary Fund

LOR Leadingquestion of research

LSE Large-scaleenterprise

MNC Multinational Corporation

OECD Organisation forEconomic Cooperation and Development

OeKB Osterreichische Kontrollbank (in English: Austrian Control Bank)

p-value Calculated probability (finding the observed data when the nul
hypothesis is true)

Phi Statistical measure for effect size (focontingency tables 2x2)

RQ1 Research question one

SME Small and mediumsized enterprises (in German: KMU)

t-test Hypothesis test of difference between arithmetic means of two randon
samples

UK United Kingdom

USA United States of America

uUsD US Dollar

WFOE Wholly foreign owned enterprise

WKO Austrian Chamber of Commerce




LIST OF FIGURES

Figure 1.1: Twedimensional Grid of Integration and Responsiveness for a local or a global
{001 LS PP PP PP TP PP RTUTPPPP 48

Figure 2.1: Internationalization Mode of Exports or Imports by Sector / Percentage of SMEs

Figure 2.2: Importance of Internal Barriers for Internationalization of European SME62
Figure 2.3: Internationalization of European SMES............ccccoiiiiiieeeniiiiiiiiiineee e 65
Figure 2.4: Technical Cooperation as Interconnectedness of SMES...................ce..... 65
Figure 2.5: Institutional based Financial Support for SMEs / Top Ten of Countries....66
Figure 2.6: importing from China or Exporting to China of European SMEs................ a7
Figure 2.7: Companies: Strategic Partnership as Initial Legal and Economic. Frame.70
Figure 2.8: Companies: O6Cul tur al..Di.f.f.r ence
Figure 29: Companies: Responses of Managers to Question 5 (Competitian)........... 74
Figure 2.10: Integrated Model of Environment, Culture and Enterprise / after Reviewing of
Literature and Révaluation of Austrian Business Confidence Survey 2013
Figure 2.11:Generalized Model of Research containing External, Internal, Mixed Factors
and INAICAtOrS Of SUCCESS.......uiiiiiieeee e eeeeis e eeeeeme e e e eeeeaneees 80
Figure 2.2: Secified Model of Research containing independent and dependent Va&iables

Figure 3.1: Main Sources of Information Based for Market Entry Decision................. 39
Figure 3.2: Main Participants offirmation Research and Analysis..............ccccovvvvneee. 90
Figure 3.3: Best Sources of Information Before Market Entry Decision...................... 91
Figure 3.4: Main participants of Decision about First Business Relatians.................. 94
Figure 3.5: Legal and Economic Decision BaweFirst Business in China...................... 97
Figure 3.6: Reasons for Selecting Mode of First Market Entry..............ccoovvvieeeeeeennn.n. 98
Figure 3.7: Influence of Cultural Differences on Market Entry grouped by Lebel of
Management and ECONOMIC SECLAL...........cceeeviiiiiiieiee e eeeeeeeeeeeeeeiiiiiees 101
Figure 3.8: Predicr Variables in Respect to Realized Cluster Analysis.................... 103
Figure 3.9: Difficulties in Realizing the Initial Business in China...............ccccccv v, 108

Figure 3.10: Companies: Achievements in the Last Three to Five Years in.China...110
Figure 3.11: Valuedmpact of First Market Entry on Chinese Business within the First Three

Figure 3.12: Valued Impact on Chinese Business of First Market Entry within the First Three

Years grouped by SMEs and Large ENterprises............ccovvvumimeeeeennnnnns 113

6



Figure 3.13: Valued Impact of First Market Entry on Current Chinese Business......115
Figure 3.14: Valued Impact on Currertii@ese Business of First Market Entry............ 116
Figure 3.15: Valued Impact of First Market Entry on Current Chinese Business......116
Figure 3.16: Repercussions of Specific Kinds of Market Entry for SMEs................. 119
Figure 3.17: Repercussions of Sgiedkinds of Market Entry for Larger Enterprises...120
Figure 3.18: Regression Analysis; Distribution of Standardized Residuum............... 123
Figure 3.19: Recommendations Regarding a Successful Market Entry for.SMEs.....126

Figure 3.20: Recomandations Regarding a Successful Market Entry for Large Enterprises



LIST OF TABLES

Table 1.1: Monochronic and Polychronic CUltUIES.............ciiiiiiiiceeccceee e 34
Table 2.1: SizeClass Definition for ENtEIrPriSES.......uuuuuiiiiiiiie e ceeeiiiis e eeeeeaeees 56
Table 2.2: Size Classes and Austrian ENBEBL...........cccuvviviiiiiieeeiiiiiiee e 56
Table 2.3: Import and Export of Austrian Enterprises by Size Class...........ccccccciveee.. 57
Table 2.4: Import and Export of Austrian Enterprises to China / Values..................... 57
Table 2.5: Import and Export of Austrian Enterprises to China / Numbers................. 58
Table 2.6: Loadings of Rotated Component Matrix within Exploratory Factor Analysig3
Table 2.7: Design dEMPIriCalRESEArCH............uuviiiiiiiiiii e 79
Table 2.8: Population and Sam@@&ucture- CoOmpPariSON........cccceeeveeeeeeiiiiiieeeieeeeeeeeeeea 84

Table 2.9:AustrianFirms with start of Business in China, grouped by Size Class........ 85

Table 2.10Austrian Firms, grouped by Size Categories............cccccvvvvimemrnnnieiiiiieene 86

Table 2.11AustrianFirms grouped by Economic Sector and Size Class.................... 87

Table 3.1: Managers andtAbute Accidental, grouped by Level of Management......... 93

Table 3.2Marking Otters or Bypassing First Busineggouped by Branch..................... a7

Table 3.3 AustrianFirms and significant Subgroupings of Decisidaking Reasons......99

Table 3.4:AustrianFirms and significant Subgroupings of Reason 'Fastest Possible Market
Entry’, grouped by BranCh.............oooiiee e 100

Table 3.5 AustrianFirms and Resource Requirements, grouped by Export/Joint Verdidde

Table 3.6:AustrianFirms and Named Clusters grouped by Branch.....................c...... 104

Table 3.7AustrianFirmsanddM med Cl uster grouped by 10ar ki n

Table 3.8 AustrianFirms and Named Cluster grouped by Dimension @&y&nted....... 105

Table 3.9:AustrianFi r ms i n Super Category OCul tural
A =TT Yo =T o g L= o ) PP 109
Table 3.10Know-How Expansion of Austrian Firms, grouped by Legal Base........... 111
Table 3.11: Group Statistics and Samples Test for Variables (Question 15 and.16)114
Table 3.12: @rrent Impact of First Market Entry (Question 16)..........cccceevvieeeerieeeennnns 117
Table 3.13: Current Impact of First Market Entry (Question.16)...............cccvvuieeennn.. 118
Table 3.14: Institutionalized Group of Decision in Case of Decislaking grouped by Size
O = L S 118
Table 3.15Regression Analysis: Summary of Model..........c.ccooo oo, 121
Table 3.16: Regression Analysis, Analysis of Variance and Coefficients................. 122
Table 3.17: Hypothesis-d: Independent QeBquareTests............oeevvvvvveneniiccmreeeeennnnnns 124

8



INTRODUCTION

Internationalizatiorof business means going imew foreign markets. This leads to several
challenges companies are confronted with.e&sentiachallenge is how to start business in
the newselected markets. Companies are faced wathous factors which determine the
sucess of the entnCultural factorsseem to play an importamle especially if markets are

far away and knowledge is limited like tldinese markets.

As Austrian small and mediwsized companies face a small home market and little research
had beendone so far regarding their market entry strategy especially into the economical
rapidly agending China, the leading question of the research is, how choose SME in Austria
their way of market entry in Chin& definite gap of research had been detecteithiwthe
managemenrliterature the impact of cultural dimensions, various compatated factors in
relation to strategic decisiemaking of the market entry and the subsequent success of the
company has not been researched. No model exists which @stiidse influences and the
effects of decisioomaking. Thereforethe author looked at the applied informatiamd

decisionmaking process and the resulting influence of cultural factors and used methods.

Therefore this thesis look at Austriansmall aaxd mediumsized enterprises (SME) and their
way to ChinaDescribing and analysing how theye confronted with culture differences and

how theychoosehe markeentry.

Actuality of the Topic i Statement of the Problem

From a perspective of anuatrian SME with rather limitedresourcesa basic question
instantly arise$ why China? Why shouldnanages of an SME try to establish business
relations withunknown partnecompanies in a rather flung country? Why takerisks in a
market with such different market structuré&®y communicatentensivelyfor yearswith
foreign managerbelonging to a different cultural background?

The GDP (gross domestic product) per head ame of the mainindicatos of economic
developnentrevealsan astonishing rapid development within the last two decade€hina.
The GDP per head increase®m 1995to 2015 more thartwelve times whereas a
comparable country like India increased just four times within the same time Spaaral
similar macroeonomic figures relating to economic indicatossich asGDP in absolute
terms, import to Chinagxport from Chinacould be drawnbut the underlying characteristic

of an extremely fast increasgthin the last decadesmains.
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Despte the slowing othe economy in Chinan the (most) recent yearthe growth potential
of the Chinese economy,isompared to most developed countrissll respectable The
International Monetary Fd (IMF) forecast an annual economic growth &5 % in 2017
and6.0% in 2018(IMF 2017, p.7) for China This forecastis around three times higher than
the estimated growtfor advanced economiesich aghe US or the EUarea with a forecast
1.9 % for 2017 and 2.0% for 2018. However, it is not to be fgotten that there is the

possibilityofir i sks of a s hasrrpueprt isvleo waddo wns t@re nat .doi (

Austrian firms are interesting because most of the researtfoansed on leading OEGD
countries such as the USA, the UK, Japan @edmanyhad been donan the pasidecade
Canabal & White Z008 on the entry moder Larimo & Vissak 009 on foreign direct
investment Therefore, presentday-research is needed, especially considgrihe highly
dynamic aspect othe Chinese Economyhe considerable amount of new informatieamd
developed modelsoncening internationalizing (for instance Beugelsdijk et al., 201 &lier

et al., 2017 Over more Austrian firms are quite different to bigger countries, for instance, the
home market si is quitesmall Thus far, however, littlattention has been paid to whether

and how Austrian companies choose their market entry strategy, how they handle the cultural
differences and what impact the market entry has on the general development ofgheyco

Purpose

The purposeof this dissertation igo investigate the impact of cultural influences tbe
executed entynode of Austrian small and medium sized enterprises (SMES) in the Chinese
market. It is expected to receive result®w management of SMEs handle this strategic
decision, whichcultural related andon-culturalrelated factors have effeats thelongterm
success of the companies in the Chinese market.

Plenty of research papers have been published on the developm€hina, the market
entrance of Western companies into Chinese market and the difficulties of doing business in
China due to legal restrictions, organisational or cultural problBotsofar, no model exists

which quantifies the impact of cultural dimémss, various companrselated factors and
variables in relation to the success of the market entry. This is a definite gap within the

managemenrliterature
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Aim and Tasks

The aim of this dissertations to develop models which show acting cultural infeeshand

being able to measure the success of market ehtigrefore,this dissertatiorhas to pour

light on the process ofintermationalization of Austrian SM& their possibilities to capture

new foreign markets and the importancecuoftural differences as a variable in the market

entry modd demonstrated by the example of Dleinesemarket.

The maintaskspiloting the research project are:

1.

To elaborate and review the research papers and discussed theories in relation to the
guestions of reearch, show their limitations in terms of the planned design of research
and bring forward new starting points for the ongoing research within this dissertation
project.

To concentrate on relevant and outstanding empirical survey®gansurveys) by
aralysing their methods and findings, to connect their findings in terms of the specific
analysed marketpproaches, their examined factors and circumstances and their
results. If required the researcher has to execute additional calculations with
publisheddata of these surveys.

To combine the theoretical concepts and thévdtween results of the additional
analyses into a integrated model of research.

To conduct quantitative researaohform of a websurveywith Austrian managers

5. To comparethree sizeclasses ofenterprises: small, mediumand large enterprises

which already had started business in Chiflae aspects which have to be analysed
are possible differerpirocesss of seeking informationgecisionmaking for market
entry, the possible differentnpacts of the chosen marketry on the various kind of
enterprisesnd the correlated achievements.

To present results on a univariate, bivariate or multivabaseand to test formulated
hypotheses.

To interpret these results within in the lighttbé researched literature review and the
used theories in order to be able to draw conclusions on the topbas®of a
comprehensive view.

To provide a contribution within management science to the internationalization
processes of SMEs in general andapidly emerging market contexts in particular.

To develop suggestions to managers of Austrian SMESs.
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To operationalize selected topic, the questions of research the underlying hypotheses for

defenceare presented in tleicceeding section.

ResearchQuestions

The leadingesearch questiofkRQ i SME and markeentry) is: How do small and medium
enterprises in Austria choose their way of market entry in China?

The subsequent research questions;Rfe:
1. RQ1i information and decision:

A Wh at wrdosmatiorh ad decision makifgrocess in the companies for the

mar ket entry in China |ike?0
2. RQ2i influence of used methods:

A What vinagpactot tleanethods and the decisioraking process on business

devel opment in China?bo
3. RQ31 influence of choseentry mode:

A Wh at aspects of t he <c¢chosénpactd or aradtdl pt e d

impactingibusi ness devel opment in China??d
4, RQA41 influence on business:

A Wh at I s t h empactep the marketsentiy ein China on business

developmentinhe headquarters?o

To answer these questions the essential part oetearch desigoonsists of three developed
successive models: (a) Deducted Model of Literature, (b) General Model of Research, (c)
Specified Model of Research. The Specified Model of Research describes independent and
dependent variables. Independent variables cons$isiompany external factors like the
assumed influence of cultural difference on the selected entry mode, company internal factors
like the degree of participation of management and mixed factors. As dependent variables are
seen the business results likdesa profit, market share. This operationalized model is the
base to answer the questions of research and to confirm or discard the stated hypotheses.
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Hypotheses

The followingstatements adlefencehavebeen formulated:

1. Main hypothesiH: The management of cultural value factors has a positive impact to
the success of market entry

2. SubhypothesisH-a The more enterprises acquire cultural kAmow the better are
the key performance indicators like turnover, profit, masteire and utilization of
existing production capacities.

3. Sub hypothesisH-b: The more enterprises acquire cultural knbew the more
Chinese relevartiusiness knowledge they have attained.

To operationalizend being able to tethe main hypothesis andio sub hypothesespecifc
questions within theSurvey Austrian SMES2016 had been collected and tested by

appropriate statistical models likbi-squaretest and egression analysi

Methods andSourcesUsed

The state of research has beleme by review of recent publishegsearch paper&ocus has
beenlaid on On-Topic Sudiesaccording to the research questichisese important etopic
studies are thextendedand broad baseBuropean Study on Internationalization in 2009
funded by the European Commission and Austriasifiess Gnfidence Survey Mainland
China in 2015Secondaryesearctby reevaluatingthe original datdrom the just mentioned
Austrian Business Confidence Surndags been conducted@hese data have beanalysedoy
statisticalmethods especially calculating factor analy§iemary researcliSurvey Chinese
Market of Austrian SMEs in 20)thas been donasking managers of enterprises already
having business relations with China by iaternetbasedquestionnaire The target grop
consisted of Austrian managers of all levels, whose companieseiésededexperiences

with marketentry in ChinaThe chosen method was a wedsed survey with a questionnaire
containingboth closeeended and opeanded question®All registeredAustrian enterprises
active in the Chinese markbad been contacted participate in an interndiased survey.
Additionally, wo presentation and discussion forums
and the New Normalityd amd?20b6Fered tonfind poterdial t 6
respondents.
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Analysing proceduresdhave been conductetly applying SPSS software (Version 2Q)sed
statistical methodsire descriptive statistics, exploratory data analysissgharetests ad
regressiongnalysis.To testthe main hypothesiH the statisticaprocedurdinear regression
hasbeen used between variabtec ul t ur al i nfluenced and O6i mp
associated analysis of variance for the coefficiehtstestsub hypotheseHa and Hb chi-

squaret est s had been wused i n t hby2tabes ®thecsalescFi s h
of the tested w#ables are dichotomousominal

Novelty

The followingpointsconstitute thaoveltyof this dissertation

1 This dissertation investigates cultural dimensiaffecting businessn a quantitative
base.Quantified arecompanyexternal, companinternal and mixed factors which
influence the decisiemaking processlargetgroupsof this investigation are Austrian
enterprises.

1 The author identifies that amagersof Small and Mediumsized Enterprises (SMES)
and managersf Multinational CompaniegMNCs) haveto apply basically different
strategic processeghen entering the Chinesmarket.A fundamental structural gap
between SMEs and MNQxists This key conclusionis derived from analysis ithe
currentdissertation bsed on theautors identified statisticalsignificant differences
effect sizesand conductedualitative research

1 A contribution to the theoreticalevelopment within science of management: The
development of a ComprehensiVeew-Model for Market Entry Decisiomas a
theoretical contribution in the way of causeffectrelations This model builds a
bridge between the theoretical foundation of Swence of management arad
practical approach for SMEanagement.

1 A further contributionto the theoretical development within science of management
Most of the current appliedecisionmaking theoriesre not being usebly Austrian
SMEs On the contrary the process of decisianaking is characterized by
coincidental circumstanced huge potential of markethares, influences, sales and

profits aresimply thrown away by this procedure at random.
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L imitations

Two presentation and discussion forums ienfia, at the Austrian Chamber of Commerce
(WKO), in spring 2016 had beehd main source for collecting potential respondehtese
sources couldbe biasedtowards an active and optimisticattitude First, managers of
companies attendinguchpresentation days could be more active and ready for action than
managers of companies witlonnections taChinese busineeswho did not attendSecond,

the author of this study had the impression thapresentation days &te WKO are held in

an air ¢ straightforward optimism. Again, this could result in dedaich include statements

that tend to be more optimistic

One indication of this biagan likely be seen in the answers to the open questions, for
instance answers tajuestions aboypossible rpercussion®f? Only one out of 3@nswers

by managers contained a negative reference.

Question four of theinternetbaseds ur vey (A How are strategic
i mpl emented in your company?o0) with the t
invol vedo and AManagement is rather | imited?od
managers themselvelsence it is understandable that nm& of ten managers marked the

first option of strong involvementherefore, the results did not allow farther analyses

Sample size placed another limitation to this stu8f/:managersvere surveyedStatistical
analyses are meaningful and often reveal patterns in the background. But one should be
careful to base calculations only on few compardhlge subgroupor on highly aggregated
subgroups. Also, it isvidely knownthat business in China face highly dynamic situations and
economic turmoilHence some of the results have a rather early expiration date.

Approbation of SpecificResultsof Research

The author has reported the progress and research results in the following international

scientific conferenceand publications
Conferences

1) Customer Relationship Managemeintin Consideration ofPotential Differences
between European and Asi@ultural Areaati | nt er nat i onal Busi ne
Conferencei Innovative Approaches of Management Research for Regional and
Gl obal B u s i n e,sasintdinatorall sogntifie aortfebence organised and
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hosted by the University of Applied Sciences Fachbolble Kufstein/Austria
August 35, 2012

2) Organizational Culture and Organizational Centralizatiadi New Chal |l eng
Economic and Bus i ne amsinteiDaiona Isceptifictecanferenzed 1 3 0
organised and hosted by the University of Latvigculty of Economics and
ManagementRigaLatvia, May 9-11, 2013

3) The Impact of Leadership Behaviour to the Organizational Cubii@ EBEN 201 3
Resear ch Camintérreatioeahscientific conference organised and hosted by
the University of Navarraaculty of Economics and ManagemeRamploa/Spain
June 68, 2013

4) Internationalization of Enterpriseisin an Emerging Market Conteatfi | nt er nat i «
Business and Economics Conference Current Approaches of Modern Management and
Str at egy,aRmesnatiamalcsdieatific conference organised and hosted by the
University of Applied Sciences Fachhochschule Kufstein/Austoaember 29830,
2013

5) Internationalization of European Sma#ind MediurrSized Enterpriseati E D A MB A
2014 Trends and Innovationi Economi cs a n dn intdraatiang e me n
conference organised and hosted by the University of Economics in
BratislavdSlovaka, November 1314, 2014

6) Reappraisal of Austrian Business Confidence Survey for Mainland @hin& | KU S Z
016 Sympo¥owmg f Re s anamnmecnhtiorraloscientific conference
organised and hosted by the Obuda Univerdfiglety, Faculty of Business and
Management BudapésiungaryNovenber 25-26, 2016

Publications

The progress and research results concerning the sabjaet doctoral thesis wepiblished

through the following publications:

1. Haas, FranzCRM Success Factoia New Challenges of Economic and Business
Developmenti 2013 International Scientific Conference, MaylB® 2013, Riga,
Latvia, 2013, ISBN 978984457147, pp. 38, available from
http://lwww.bvef.lu.lv/fileadmin/_migrated/content_uploads/Abstracts_of Reports_29
_04_2013.pdf
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http://www.bvef.lu.lv/fileadmin/_migrated/content_uploads/Abstracts_of_Reports_29_04_2013.pdf

. Haas, Franzinternationalization of European Smalind MediumSized Enterprises

in EDAMBA 2014 Trends and Innovations in Economics and Management,
Bratislava (Slovakig, 2014, ISBN 97880-22540056, pp. 2032,available from
https://edamba.euba.sk/vegpntent/uploads/2017/01/edamba2016proceedings.pdf

. Haas, Bystamatisch ini neudarkted i n RELEVANT, ma g a
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Structure of this Thesis

This dissertation igivided intothreechapters

1. Chapteronepresents definitions and deals with the basic terms of the present dissertation,
such as culture, size of enterprises, and internationalization. This chapter describes the
theories which serve asbasefor this thesis and explain their necég$o grasp essential
elements of the decisiemaking processes which lead to business relations between
China and Austria or not. These models show, from different points of view, the specific
aspects of communication, cultural differences, decisaking, best practice and the
system theory (as a unifying concept), highlighting various aspects of possible entry
modes into the Chinese market. The culturally oriented models are the cultural theory
according to Hofstede, H ekt (1669) ahdWmomperaass s i €
and HampdesTur ner 6s patterns of values and be
system theory (2011) is presented with a focus on communication. Also, four approaches
of decisioamaking theory are presented: the quantitativd goalitative approaches,
strategic processes changing between global integration and local responsiveness, and
bestpractices models.

2. Chaptertwo shows relevant aspects of internationalization regarding entry modes and
challenges for SMEs (with resped factor size class) in Europe, Austria and China.
Therefore,- after a review of recent research papelisportant results of the large
European Study of Internationalization 2009 are presented. Equally important for this
promotional work is a currentugty of Austrian SMEs regarding business with China in
2015. This survey contains data which are relevant to the third research question of this
thesis, but the results had been published only in the form of sstgtistics until so far
Hence it seemedtbe of importance to unlock the real potential of these results by a re
evaluation of the data pool which is presented in this chaptether sub chapters
describe the applied models and methods. They describe the input both from the
developed generahd specific modebf research anthe procedurgfor data collection in
detail

3. Chapterthreepresentsanalyses oflatg answers to the researguestions and validation
of the hypotheses. The focus lies on the process and factors of input for theanamket
decision of Austrian SMEs in China and selected aspects of the consequences @gffects).
overview of ecommendatins by responding managers anfinal Comprehensivd/iew

Modelfor the entrymodedecisionareshownandinterpreted

18



Acknowledgementi Words of Gratitude

Throughout my work on this thesis, many people have supported and helped me in various
ways. My thanlkgoes to all of themSpeciallyl would like to thank a number of persons who

supported the development of this doctoral thesis:

First of all, I would like to thank Prof. Dr. Baiba Savrina and Prof. Dr. Josef Neuert for
coordinating the doctoral studies program in management science. | would like to express
gratefully thanks to Dr. rersoc. oec. Prof.Johann Lachhammemy doctoral thesis

supervisorwho was aonstructive adviser during this time.

Furthermore, | would like to thanWKO, The Austrian Chamber of Commerce for providing
raw data of the survey 2015kewise, | wish to thankDr. Reinhard Neumeier for discussions

regardng feasibleapplications of statistical methods due to the questbresearch.

Explicitly, 1 would like to thank all experts for spending their time to support me with the
knowledge and experience.

And last but not least a very special thank goesmyowife Manuela and my childreBmily

and Moritz who supported me with their love and understanding at all times.

19



1 THEORETICAL A SPECTS OFCULTURAL DIME NSIONS,
COMMUNICATION AND DE CISION MAKING

This chapter providethe state of thaesearchreview of literature) atheoretical foundation
of the present thesis, witippliedtheories and model#t the end of this chaptea summary

for the current thesis drawn.

1.1 Entry Modes and Literature Review of Internationalization

The following sectins discusses the different approaches for companies when entering
international markets. The firstonceptreviewed is the Increnmgal Internationalization
model and the second is theaRid Internationalization modeWithin these two, the stage
models, sch as the Uppsala and the Innovation, and the Rapid models like International New
Ventures (INVs) and Born Globals are compared. This is followed by a review of the
Networking Approach and Resource based Views and International Entrepreneurship

Perspecties.

Incremental Stage Models of Internationalization

Internationalization process models see internationalization as an incremental process. The
commitment of resources grows over time as experience and knowledge of foreign markets
increase. The Incrememtdnternationalization model (IIM) draws its foundations from
economic theory, organization theory and marketing theory. Within this perspective,
internationalization processes posit that firms move into foreign markets through gradual
development and inistinct stages (Johanson & Vahlne 2009). This is also discussed in
Penrose and Pitelis (2009)

The two major models dominating the Incremental Internationalization perspective are the
Uppsala (Johanson & Vahine 2009) and the Innova®elated Internatioalization (Zhang et

al. 2003). The Uppsala model comes from Sweden, whilst the Inno\Reilated
Internationalization model, formulated in the USA; however both share the same notion that
firms engage in international activities in incremental steps thrmmligh distinct stages.
Resource based view which argues that internationalization is a gradual involvement process
and lines of businessBut out oft he view of a companyt is disputable that

internationalizations relly such a gratual process. Out of strategasons companiesten
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start entering foreign market®@mpanieson base of heavy investments. Overmore, entering
new markets is usually not a unidirectional procdsinisters by the entering companyt
involves otheparties

Rapid Internationalization Models

This models emerged due to evidence that many firms avoid incremental schemas in their
internationalisation process and claims that firms go into international markets right from
their birth (Loane& Bell 2006; Oviatt & McDougall 1994). Some empirical evidence
conforms to this behaviour which challenges the validity of incremental models, in particular
the Uppsala model. This perspective is associated with many concepts, such as Born Global,
Internatonal New Ventures, Global Staups, Born International, High Technology Stapis,

Instant Internationals, and Virtual Instant Global Entrepreneurs (Loane & Bell 2006). The
rapid models are identified by the total turnover, speed or pace of interniaatinaland the

scope. In face of the many concepts associated with the Rapid Internationalisation models the
most prominent ones are International New Ventures and Born Globals (Gabrielsson &
Gabrielsson 2013).

Usually, these models afgackedand stregthenedby strategic aims of enterprises to realize
projects within a certain periotHowever, protectionist measures by governméaige the
potenial to delay entering the market, at leastrtdomgate the process of entering the foreign

market.

Incremantal versus Rapid Internationalization Models
Bel | and McNaughton (Bell & McNaughton 200C¢C

is mainly distinguished by being a traditional firm utilising an incremental approach to

internationalisation or a boglobal firm that has high valegdded products and services. The
distinctions between these two pathwayspid or incemental internationalizatietave six
distinct features: 1) motivation to internationalise, 2) international objectivasteByational
expansion, patterns, 4) pace of internationalisation, 5) method of distribution, and 6)
international strategiesn order to support internationalizati@ell and McNaughton (2000)
suggestthat government involvement in international tradeligy and industrialisation in
relation to SMEsshouldbe aimed toward valdadded products/services and a knowledge
based economy.

This contrasting pair of modet&n be completed by a mixture of both modkdpending on
national policies and environmehta market conditions.
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Factors Influencing Entry Mode and Market Selection

Internal factors like products, resources and commitment are important to determine the
foreign entry mode, if the products are highly differentiated and export entry mode is
favoured, but if the products are technology intensive then contractual entry, such as with
licensing is preferred. Having varied resources gives a firm more entry options ranging from
low to high commitment modes. External forces, like the home country aeidrfomarket
characteristics, environmental and production factors also affect the entry mode chosen for
targeted countries. Both internal and external forces influence the choice of foreign market
selection and entry modéd Ext er nall f a ccoumtries busihesslerevirohnterst and o s t
the feasibility of certain industries are affected by the companies experience and measures to
handl e riskso ( Rbichtmeahs #tdthe specifitiesl & 8nyustrie and
chracteristics oforeign markets detarine thepossible andipcoming risks.

Internationalisation motives and mechanisms have been changing in the last decades quite
dramatically. The business environment in the aftermath of the Second World War was giving
the ground for the more maeezonome models for explaining international investment and
trade of corporations. The second wave of internationalization research can be found by the
behavioural theory of the firm and its influence on decisim@king concerning international
activities of thefirm (Johanson & Vahlne 1990, Luostarinen 1979).

More recent perspectives on the internationalisation of the firm deal with the eclectic
paradigm of internationalisation (Dunning 1996) and the Born Globals debate (Gabrielsson &
Gabrielsson 2013; Loane & B&006). Globalisation as a phenomenon is quite topical as
well, albeit a very complicated matter.

Currently in the aftermath dhethe global financial crises and fundamental political changes

in greatnational economics like the US globalization itselb&ng put under pressure. Rules

which are in force for decades are now chanfmsg Trade warsannot be ruled out.

Current State of InternationalizatieResearch

Finding a suitable institutional fn@e for international businesstavities is not a simple task

as it has far reaching implications for the practice of management. In fact, researching on
entry mode decisions is mostly the central focus for business scholars studying
internationalizationi in waves- within the last five decades (Beugelsdijk et al., 2018;
Johanson and Vahine, 2017). Hereby, firms are faced with critical decisions when seeking a
balance between maximizing profits and minimizing losses (Marano et al., 2016). The choice

for a specific international entry mode can be seen as an institutional arrangement (the
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establishing of a system) for foreign operations of a company. Advantages and disadvantages
of choices, based on various theoriesyenbeen discussed at least since theich&hD-
dissertation of Stephen Hymer published in 1960. Recent interests of specific research lead to
investigations of borders, when various effects can be empirically observed (Beugelsdijk et
al., 2017). An essential accompanying concept within this &frrésearch is the concept of
distance between countries (Harzing and Pudelko, 20&§pecially the concept of cultural
distance (LopedDuarte et al., 2016)This subject is not only still of high relevance for
strategic management but progress in ustdeding fundamental factors influencing the
circumstances of this basic decision and their consequences seem to be rather small as Shaver
had highlighted in 2013.

As the choice process is often complex the studies of choices are methodological complex
subsequently. Furthermore, many entry mode decisions depend on entry mode decisions and

accompanying experiences of the same company in other markets. Consequently, the

definitely not as a rhetorical meant egquest
studies?0 (2013) l ed to a fruitful di scuss
i mportant gquestions of research, two of 't he

t he entry mo d e decision pr oc e she evelutionuof t ur e
operations resulting from subopti mal mo d e
characterizing this area of research: the raetytical method (Duran et al.,, 2016).
However, one has to mention, thatesting a specific entry medn a foreign markethould

be based on a large set of careful thoughextbooks for strategic management emphasize
thisconcept Therefore, it doesnd6t come to a surp

this basic managemedecision lacks.

Quite a lot of theories and rdels of internationalization havbeen proposed, each focusing
various aspectnetti et al., 2010Malhotra, 2003)To name only a few of these proposed
different basic framefL.i et al., 2013 p. 163): (a) evolution as a lotasting process of both
acquiring experiences and gradual investment of company resources, (b) transaction cost
regarding the economic efficiency of the company, (c) capability theory where the choices
depend on the abilities of the company, (d) systemorthin looking at the overall stability
and integrity of the company, (e) decisioaking theory as a behavioural theory based on
selected important factors. However, how the challenge to link them in a practical way is not
solved so far in a universal waand has to be researched (Kirkman et al., 20TF)s
dissertation focuses on (e) with contributions of (c) and following a cultural difference
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approach which is currently in the international focus of research.

A novel result of the empirical survedone within this dissertatieproject is that Austrian
SMEs face significant heighten economic riskscompared to firms in other European
countries- as Austrian institutions offer a wide and attractive range of exqumporting
programs such ignoring é¢hadvantage of accumulation of experiences by import. This can be
seen as an institutionally fixed bias or ahisis of the evolution theory (a).
Internationalization has gained pacehii the last years, it is a dynamically developing
process.This dyramic leads to rapidly increasingeven the very existence of the company
threatening risks (Térnroos 2002)As a result of thigprocess which is increasing in its speed

a specificallycontextrelatedmulti-theoretical approach seems to be a baséiliae results

already accumulated in various areas.

From the perspective of a decisioraking theory (see letter ¢ from the enumeration of
theories above)governing factors can be broadly differentiated into internal factors
(companyrelated) and exteat (environmentatelated) factorsBy definition external factors

have to be accepted as they are at a certain time. Therefore, knowledge of them is of utmost
importance. External factors refer to the closeness or openness of the targeted market, the
influence of international organizations like the World Trade Organization, or other factors
like political, ethnical or religious influencedi et al., 2013 p. 169).Even a chain of
combination of these factors exists: for instarmeebaseof an internalmternationalization the
company moves to an outward internationalization because of relationships to suppliers, that
are already active in foreign countriellanson & Mattson 2013pnes 1999). This can be

seen as an example of an applications of nettlozkry.

An important internal factor is the size of the company, as usually this determines also
resources and the extent of experiences in internationalization. This means that there is a
(slight) tendency that large enterprises prefer proprietorsi@pmartnership. But this relation

is not generally supported by research sqNamerda et al., 2017, @89). Some studies could

not find such a relationship between the size of the company and the selected entriyn mode
further consequence the quessioaf research should bedefindedand the researching

disignsbroadenedby incorporating addiotional factors.

The choice between an establishing mode ameéntry modéDikova and Brouthers, 2016)
has to be cksified as a strategic decision as the faadision means a lorigrm investment

and ai for considerable timeirrevocable commitment of firm resources (Klier et al., 2017).
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The process of decisiemaking has dominating influence on the outcome. Therefbis, i
remarkable that in practice, topanagers independent of the size of the companyften
come to these decisions with paationalinformation, on the base of narrow analysis and/or
within a limited schedule of timand/or disregarding associated rigkiset al., 2013 p. 162).
Since he very beginning topanagers often prefer cooperative +iskluction strategies
(Morschett et al., 2010, p. 61). Reasons for this unsatisfactory behaviour and d@aking

can lie in different managerial cultural values on both sides.

For the potern&l Chinese partner, it is valid that Confucian thinking is still a traditional and
culturally highly appreciated value. Confucianism in form of a hardly changed Neo
Confucianism exerts & sometimes dominating influence upon Chinese management
practice (Ji, 2010). Essential parts of the Chinese philosophy of Confucianism can be
understood in @omprehensivevay by strivingboth on individual and social levédr social
harmony, created by a proper order of sthtesinessand family relationsimportanthuman

values include personal steadiness, having respect for tradition, a sense of shame and
reciprocity. The philosophical doctrine of Confucianism arose in turbulent times and therefore
stresses social order and emphasizes the importance of a harmonious coexistence. If there is
harmonious life in society no conflicts need to be solved (Lin, 201d8yitidns like the
incorporation of different cultural values and associated antagonistic managerial perceptions
into the decisiormaking process improves both the understanding of the very process itself
and the possible outcomBut one could alsahallenge thislassical Chinese assumption that

a harmonious life prevents conflicts. This assumption is based on the noti@digbnal

family values and is maybe not suited for interactions between internatiao&ing
companiesand their (Chinese) environment.

A considerable amount of research in international business has been done within the last
decades dealing with national culture (see for an overview Pinto et al., Z01Base of an

overall view theconcept of cultural difference has been widely adoptedtual difference

can be defined as the degree of distinction of two nations cultural norms, haimisages,
religions or approached as a syst@vtoran et al., 2014Shenkar, 2001)This distinction is

named cultural distance by researchers. Cultuistiidce reflects the normative distance
between the internationalizing company and targeted-doasitry environmen{Brouthers

and Hennart, 2007; Yiu and Makino, 200Eyom other perspectives, this distance can be
understood as the amount of normativessures imposed by resident people or it also can be

understood as the total difference of psychic mind &it.0ne has to keep in mind, that
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operationalizing the corresponding terms is a complexftagiesearch.

A metastudy of 72 independent primastyudies comes to the following conclusidnf ¢é ] one
of the most frequently investigated variablegsultural distancd cannot be considered to
have a clear direct influence on the mode o
have been ambigus. It could be that due to a high degree of cultural distance cooperative
modes of entry are prefed because the potential tbie local partner can be made the most

of. But alsg the opposite seems to be an ofsetectedapproach: by installing whagllowned
subsidiaries the company avoids the complexity in a situation of high cultural distance. Thus,
large companies, especially MNCs (multinational companies) are able to transfer their know
how and to exert high control (Morschett et al, 2020)ecert case study about a large retail

MNC underscores this patte(@olinhofer and Turkina, 2015)he management prefed the
commitment of high resources @pite of a high cultural distance to be able to implement its
business model and keep contrbhis company takes cultural differences into account but

executes successfully a broader overall strategy of integration.

An almostidentical comprehensiveconceptas cultural distancéas been proposed: the
concept of psychic distance (Dow and Karunaratn®6R0It already hasbeen critically
remarkedby the author of this dissertatiothat this concept is based onthroughgoing
individual approach. The necessary transition of the basic psychic cultural frame from an
individual approach to collective (for instance organizational or sociological) approaches,
which themselves are definitely based on fundamentdreift assumptions, is blurred. See
additional arguments against the concept of psychic distance: Buckley, Megdr et al.,

2017. Notice especially the heightened risk of delivering methodological artefacts when
applying this concept on a 1068tiantitativebase

An adopted comprehensive view of cul tur al
Opsychic distanced seems to neglect the wei
looking for a general theory or wide ranged managerial suggesiibesefore, these nen
differentiating concepts have not been adopted in the current dissertational project.

Surveysof qualitative or quantitative nature had looked at the assumed cultural influence into
different areas of culture by usingjo f s t e dciBcation ot diferent cultural dimensions
within the last three decades. These dimensions comppssver distance
individualism/collectivism, masculinity/femininity uncertainty waoidance longterm

orientation. Though these dimensions can be criticized, they still offer potential for
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fruitftul and more detailed explanations, because different contexts can advance the
understanding of entry mode deci sions: A Bu i
for that. An advantage of new empiricaintexts is they have the potential to invoke variance

in factors [€é€]0 (Shaver, 2013) . Hence, t he
been selected as one of the applied theories for this dissertation considering the context of

internationalizattn, Austrian SMEs and the Chinese market.

At the first glanceit seems to be a platitude saying that communication is an important tool to
support and coordinate collective undertakings. But communicating across cultural borders
both is an extremely cHahging task as well as it offers unique benefits. Messages in local,
regional or national settings are relatively uniform, they often contain just different versions
of the same core of information. Whereas messages from global sources contain usually
various and substantial different information (Vorobeychik et al. 2017). Thabs®lute
necessaryn coordinating global business activities and advantageous for seelinthecking

different optiongf a company tries to reach a target or to solve a pnoble

Another feature of communication is the fact, that it is relevant both in internal factors and
external factors like different national culturéternal factors (external environment) are
especially influential for the success of SMEs in emerging @ods precisely because of
limited company resources and of vigorous often chaotic nature of these madests. the
dynamism Chinese markets exhibit frequent changes in important legal regulations on a
national level gaps of knowledge open regulaflg. a resultSMEs are easier attkable by
competition within gostile environment than large enterprises or MNCs (Bulis and Skapars,
2012). On the other hand,smaller size of the company offers advantages in the process of
internationalization(Sarapova et al., 2016)On one sidesmaller firms can straighten this
process, react faster on market changes or offers low bureaucracy, tendencies to innovations
and seizing opportunitie©n the other side, smaller firms faegistential risks considering

theoften rapidly changing nature and conditions of foreign markets.

Summary for Current Thesis

Internationalization theories conveyartially insights into the motives and drivers of
internationalizationln a limited way hey are also useful for a descriptiand classification

of different internationalization stages. However operatiokabwledge that helps
management to find orientation for possibilities to influence and design elements of the

evolution from a company point of view iigstricted An also nteresting perspective from a
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smalland migsi zed firmdébs point of view is the
outsourcing of functions of largeaultinational companiesMNCs). Relationships between
firms in the forms of sets of connected exghe relationships in business gives SMEs new
growth opportunitiesBut one has to bear in mind that the possibility of failures increase
dramatically The network perspective on internationalisation forms also an productive
opportunity for firms with smalresources but e.g. specialised skills. These skills can be
connected to specific needs in foreign markets through other .a8tdrg is a complex and

difficult task to integrate these actors.

1.2 Development ofCultural Conceptsand Cultural Dimensions

To be successful in the global marketaragersdo not only have to understand both their
own culture and the culture of the trading partneustheyalsohave to understangaluesin
the backgroundnd specific cultural patterns and how #healues and mnifested patterns
shape communication anfinally, decisions Hence first, it is important tobe able to use

empiricatbased models for comparing cultures.

This chapter describes thbeorieswhich serve as #asefor this thesis and explain their
necessity to grasp essential elements ofigesionmaking processes which lead to business
relations between China and Austria or not. These models, $hamw different points of
view, the specific aspects of communication, cultural differences, deeisaking, best
practice and the system theory (as a unifying concéypghlighting various aspects of
possible entry modes into the Chinese markké culturaly orientedmodels arehe cultural
theory according toHofstede,HallGs two classical conceptsf context and Trompena@rs
patterns of values and behaviobuhmanris model of system theoris presentedvith a
focus oncommunication Also, four approaches of decisianaking theoryare presentedhe
qguantitative and qualitative approachestrateqc processes changing between global
integration and local responsiveneasd bestpractices models. The finaectionof this
chapter consists of the conclusidmawnfor the current thesis.

A basic andfrequently discusseavork in the area of cultural theomng the oeuvreby
organisatioal anthropologist Geert Hofsteddofstede conducted researnchthe context of
intermational management und culture. Blowedthat nationabasedcultures or clustes of

regionalculturesdo havean influence onthe behaviour andrganisation of enterprisekle
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proposed cultural dimensiortsy especiallystudying varying valuesof workers of thelT

company IBM.

Classification ofCultural by Quantifiable Indices

Based orhis ownempiricalwork andreview articles about national charactdfefstedeat

first arrangectultureon four dimensionsn the form of quantifiable indicesPower Distance,
Individualism/@Illectivism, Masculinity/Femininity and Uncertainty Aoidance Later on he
added a fifthindex i Longterm Qientation. These dimensionare determinedi together

with aspects concerning the current thésis follows

1) Power Dstanceis defined asithe extent to which the less powerful members of

institutions andorganisatios within a country expect and accept that power is
distributed unequally(Hofstede 1994, p. 28T.he lesspowerpeople of a population
hold, the higher isthe correspondingndex of Power Distance The morepower

peoplehold the smaller thisndex.

This dimension describesiot only the acceptance ofpowerconcentration or
dispersionbut also the expectations of members of a specific culiimis definition
implies two different aspectsacceptance as an aspect of past and present
expectations as an aspect thfe (near) future.Therefore within the field of
management andrganizing processeghis second aspect is very importaas this
aspect refers/alludes the readines$o accept or to tolerate new fosrof handling

processes or organizing people.

2) The second dimensionoriginally proposed as an index by Hofstede is
Individualism/@llectivism  Hofstede defines this dimensionstating that

Ai ndividual i sm pertains to societies
everyone is expected to look after himself or hefsedf.]Collectivism[ ¢é pertains to
societies in which people é hre integrated into strong, cohesivegrmoups, whib
throughout peopl® lifetime continue to protect them in exchange for unquestioning
|l oyaltyo (Hofstede 1994, p. 51).

Considering elevant political and econominainstream ideas the decadetom the
early 1980ni for instancethe clash between cdglistic and communistic systems
or the leading neoliberal concept in the years after 198Ibecomes evident that this
very concepthas been discussed and researchensively Within each of the

mentioned ideas there is the specific assumptia the individual person or the
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3)

4)

society as a whole is in treentreof all doing and thinkingA word of cautionis in
order, however.There is one basic but hidden assumption in the dimension of
Hofstede: stability over time (Baskerville, 2003, p. 1). If one looks at the history of
Chinain the last 35 yearsone can see that the individual and societal values have
changed quite considerabNow, Chinese people seem to be mirdinedto change

and selenhancementi quite the opposite of overall expectations duritige
communistic time (Egri and Ralston, 2004, p. 218)

Hofstede defined adimensional index for MasculinityFemininty stating hat

fimasculinity pertains to societies in which social gender roles are clearly djistjnct
femininity pertains to societies in vdh social gender roles overkafHofstede 1994,
p. 82).

From a contemporargndtendentialgenderegalitarianviewpoint, the naming of this
dimension is soewhat puzzling.It raises the question if such a dimensional index
may generate moreonfusionthan clarity, especiallyif one looks atthe data and
processesbased uponwhich Hofstede developed this index. He related ki
Masculinity Femininity dimensiorio development datiiom the UN(United Nations)
and associating shares of womerthe workforce (Baskerville, 2003, p9). China is

by no means a developing country

In conclusion this dimensiori although it had been applied adscussed frguently

in the pasti shouldbe handled very carefully in the comparisonAafstrian with

Chine® culture

An index which indicates the amount wifcertainty which aperson from a specific
culture tries to avai, is Ho f s t foultle @imension He defines Uncertainty
Avoidance as fithe extent to which the members of a culture feel threatened by

uncertain or unknown situatiomgHofstede 1994, p. 113).

One caninvert this definition and ask if a member of @ertain culture feels
comfortabkin defined and structured situations or not. Alsoe carconsiderto what
extentmembers of a culturey to controlspecificsituations or to what extettieyare
willing to accept risks. Ambiguity and the unknowrthreden members othose
cultures with a high index ofUncertainty AvoidanceThis dimensionshould be
considerablyhelpful in business negotiationbut one hago find reliable instruments

for measuringheindex.

30



5) Later on Hofstede (2001)proposeda fifth dimension which he calledLongterm
Orientation In Short, Longterm Orientatiorrefers toconcepts of time, i.e. whethe
focusof peoplés values,efforts and relationshipse (on the future, the present othe
pas) and theencompassing perseverance expressed itinigespan overlapping these
conceptsLongterm Orientation for instance means thaessential events of life will
emerge in the future, a person shoatthptto changingcircumstancesone should try
to learn fom others and so on. Shoerm Orientationmeans that essential events of
life havealready happened are happeing now, a persomemainsasthey are(and

always remainghe same)a persorshouldobeytraditionand so on.

In 2011, Hofstede states tha&tbasedon empirical calculations that theflong-term-
orientedcountriesare East Asian countriefllowed by Eastern and Central Eurape.
(p. 15). Thus, for the purpose of the present thetli® differencebetweenthe
respectivdong-term orientationindex of the Austrian andthe Chinese cultureauld

be small

Critics to the DimensionalConcept

Some remarks concerning limitationsthe dimensiongproposedby Hofdede can benade.
When studying cultureone basically compares societeeand notindividuals. Therefae,
dimensions like Masculinity/Femininity or Uncertaintwdidance which are fundamentally
defined orthe individual leve| have to be thoroughly examinéat what their corresponding
contentis on a societal level. Moreoverconceps like Masculinity/Femininity on the
individual level are contempoiibr in more or lesgonstant flux. As a resulthe very base on
which this dimension is bujltmay change withina few years. Furthermore, which tfie

many different concepts of &culinty/Femininity which are currently established on a

global scope should be selected as the pivotal concept? This leads to the next methodical

complication: is this pivotal concept stable long enough so that it can be used as a grounding

measure? Otherwissmparisons will lose their differentiating power quickly.

Basically the proposed indexical dimensions by Hofstade buildinga statisticdly based
model of factors An important equirementfor sucha model is that the defined factors
(dimensions) are independefrom each other Otherwise there is an intermingling of
influences which are not controlletf. one looks at the published literatuoé the work
following Hofsted@és path in establishing dural dimensionsone has the impressiohat this

important requirement is either overlooked or just calculatedn inferiorequirementin
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hindsight Also, there seems to be a hypé suggesting new dimensianFor instancethe
famousGlobe Study expanded the five dimensions of Hofstede to nirfee authors of the
Globe Study split someo f H o f dinheastbiestasd added othgidouse et al., 2004)
Hofstede himself proposed with-emthor Bond1988)a sixth dimension indulgence versus
retention This is based on adbfucian conceptianHofstede himselfstresed 2011 the
difference betweehis promsedsocial dimensional concept and the values one can find on
the individual level

In the endlit seems that each new stualpposes new adocdimensions if the set of data is
justlarge enougha allow for doing soBut independencythe very foundation of a concept of
dimensiongmeaning geometrically for instance that the proposed theoretical dimeasgons
at a 90degree angle to each other seldom tested.

Complementanvodelsof Culture

Culture wasdefined as a mamade materiala psychaesocial fabric.In the beginning of the

second half of the #Dcentury, a more systematized approach had been established. The
purpose was to obtain clssifications of cultures by using systematic methodart
determined the year 1959 as being the start of solid research in the field of intercultural
communication, which was when Hall started publishing. In his review of the history of
intercultural commanication, Hart (1997) dates the beginning of intercultural communication

to the year of 1959The following two sectiors look at how humans as bearers of a specific
culture interact with each othand presentthemselves(1) Halls two classical conceptd

context and time orientation, (I)r o mpenaar s6 patter nshefodus val u
herebylies on communication and patterns of behavidlvenEdward Hallp u b | i shed i
Si | ent LFarhmig,wentgxd was of thetmostimportance hedescibed high-context

cultures andlow-context cultures. Later on Trompenaars and Hampd@&nrner (1997)

offered a detailed classification of cultures with explicitly formulated vallgut critics
(compare Ali et al., 20083ee this and similar classificatias predefined archetypesich

ignore the dynamics of change or the different levels of cultitrenithe same society

Halls Two ClassicalConcepts of Context and Time Orientation

Concepts ofcultural context and time have been discussedriore than halve a century.
Studies findvarying effects onchanging aspectsi whether to the performance of the
subsidiaies or the company as a whatename just one aspgéor a review: Beugelsdijk et

al., 2018) Not surprisinglyheavycritics with following intensediscussions dominadethis

field regularly for some timeOn the other handhese concepts of cultural context and
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distances found their wayisto other sciences like psychology in form of the seemingly
different sizes of the personal spaaf people Gharaei and Rafieian, 2018).is therefore

worth and fruitful looking back to the origins of the debalhe American athropologist

Edward T. Hallpublishedtwo basicworks which focus on crosscultural conceps, one in

1959 - as alreadystated above and m e b ofchke (Hi dden) iDi9eHuals i o n O
definedtwo dimensions of culturerhich attained classical status in the years aftecording

to him, context wasof the highest importanceTherefore Hall describedHigh-context
Cultures and Low-context Cultures fiHigh context transactions feature ym®grammed
information that is in the receiver and in the setting, with only minimal information in the
transmitted message. Levontext transactions are the reverse. Most ofrifeemation must

be in the transmitted message in order to make up for what is missing in the @@rasixt
1976,p. 101).

The concept of higltontext atheone end of the scale afmv contexton the opposite side

still often used today, particularlyin personal and redife situation in faceto-face
ficommunication, asis the authorsegularlyformulateit in their analysesBut it also has to
beseen that culdiunrge ss chiaalree wint ha rselsipect to ¢

therefore, paradoxes everyday business stillremammnd candét be sol ved ¢

From a critical point of viewone has to say thauch approaas arenot applicable to the
termcommuncationas it is used in scientific discussidtiallés definition misseat leastthe
mostessential elemerdf intercultural communicatiorthe echo and feedbaalf transmitted
messagesCommunicatiordoes not deal with sendimg receivinginformationalone. To cig,

for instance one definition of manyi c o mmuni cati on i s a transac
together create meaning through the exckango f symbol so .(1®iTEs di ng
definition, for example shows that communicatioms composed ofransactional processes
wherebyparticipants reach more or less commonly shared mearaftgr several rounds of
information exchang&symbols). This &shared meanirigdoes not imply for instance a
commonopinion amongcommunicating peoplef certain subjectsbut onlythat peopledo

now know whatthe comnunicative partners mean

It seems thatHall had based his ideas on thkassical informatiorsendingconcepts of
Shannon and Weavan a vey broad sense of communication figrocedures byhich one

mi nd may affect .&Maodel$ df this ime patl BetaPproaches wherhe
functions ofencodinganddecodingwereveryimportant. They were technidgplorientedpure

information sendeireceiver modelsOne of the typical applicatns was a wireless radio
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stationwhich i a i nrewsaand musid/Vhetherpeople receivehis informationand how they
reactto it is not know. As aconsequencahe dimension of high/low contexiroposedby
Hall should be handledarefullywhenanalysingcommunicative processes between people of
different culturesMaybe it can be clasfied as aprerequisite ofan improved modeland
analytic procedure€Of coursethe high/low context concemdicatescauses fodifficulties
arisingwhen peopldrom a hgh-context country(like Ching interact with people from low
context countrieflike Gamany or Austrig

Hall establishedanother cultural concept as an antagonistic mtmé¢he high/lowcontext

modeli the polychronic versus monochronic tinogientation The question behinthe latter

is how the handling of tasks and interpersonal relatisrdealt withby cultureswith a focus

on time.The following Bblegives a overview of twooppositeconcepts and theassociated
patterns ofco-ordinationalbehaviar. Hall called these opposite concept®nochronicand
polychromic.Thetwo basicunderlyingpatternc oul d be call ed fdande t a

Amul tiple tasks at multiple timeso.

Table 1.1: Monochronic and Polychronic Cultures

Single aspects of culture Monochronic Polychronic
. Current task is subordinated f Present schedule is
Interpersonal relation . .
present schedule subordinated to multiple task
A fixed and regid schedule Interpersonal relations
Activity coordination coordinates interperson coordinate current activity in a
activities flexible way

Multtiple tasks are being

Task handling one task at a time handled tendentially
simultaneously
.| Sacrosanct regardless of pers Personal ties dominate possible
Breaks and personal time| ;
ties breaks
Temporal structure Inflexible Flexible
Separabilty of work and .
P Iy . Separate Intermingled
personal time
Organisational perseption a|  Activities are isolated from Activities are integrated in and
activity organisation related to organisation

Source:Base for operionalizing researckdesignsn managemergcience Pauluzzo, 2018n
accordance wittHall (1987).
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The designati on o fis pdrtally misleadirg.0Othedthors ltkkeeStephard e |
Dahl, regard the tablaboveasan order where interpersonal relations domireate time just
follows (1998. To goevenfurther, f one looks at the statement of each cell and captures on a
global view the explicit and implicit referencdbe very base of this modeisrns out to be
more aninterwoven multi-dimensional concept than a strict tdimnensional oneThe author

of the present thesis argudst thebaseof this concepts constituted by #hreefold relation
between (1) humans, (2) activities and tasks which have to bg2)ne certaintime.

Therefor, the namelabel of this concept as model of monochroimatychronicculture is
somewhat misleading as already mentioned ab&lboughthe very fabric of thiso-called
monochronicpolychronic model lacks empirical quantitative evidenta total view it can

bea useful instrument, because

it brings the complexity of the term culture back into memory and
many observers of contemporaspcieties would suggest that the polychromic
attributes of this model arthe attributes of many developed societrmswalays i

like China, Germanyor Austria.

As a consequence, this model is less a mfmtalifferentiatng between two societies but a

model that offersmagreeccommon background.

Trompenaar§Patterns of Values and Behaviour

For managemerdealing with internationalizatioaffective patterns of behaviour on base of
cultural values are a very important gmeéctical supplement of the above presented cultural
concepts- see for instancehe crosscultural metaanalysis of how leadé emotional
intelligence influence how subordinates are performing (Miao et al., 201.8) structural
functional analysisthe US sociologists Parsons and Shils their famous publication
ATowar d a Gener adfferell poteotial gnsveers to fe dlassaal psysbial
situation:whatis going on within and between two persons meeting each othetoffaee,

how dothey establish a relation to one another when they are members of (different) social
systems?he authorsdentified basic dilemmaalues andalsocharacterizedommunication

as aprocesswvhere people interaetith each other. The scheme of this interacting process is
thatoneopts for a specificvalueand expects related reactidnsm others.

On base of thesarly work by Parsons and Shils (1965 generation laterthe authors

Trompenaars and Hampd@&arner (197) presenteda more detailedclassifcation of

'Out of currently accepted definitions of communica
and Shils thus indeed offer a true modgintercultural communication.
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cultures They had simplified basic situations but enriched themith explicitly formulated
valuedilemmas.Their proceduredffers thepossibility of transferringthe ideas of Parsons and
Shils into the real world, especially into the worldcofture,economics and businedsater
on, Trompenaarsand Woolliams (2004) concentratedon preferred behaviouthat can
potentiallybe encoutered invork and private situains

Oneunderlyingassumptiorof their workis that behaviourdllows value. Values dominate
behaviouri at least channel behaviGuBasic orientations of values can be seercontinua
of ratheropposite terms. Three of these continua are presentkdl@ss (Trompenaar&
HampderTurner 1997.

Universalism versusdPticularism

The universalismparticularism value orientation describes a contintiwhere on the one

end an explicit preference for abstract ruléiss, and on the other endhe preference of
relationships with concrete persons @oncrete situations. Universalism isule baseq
societies in nations like Germany, Switzerlaod Austria belong to a different extent to

this value orientation. Rulbasedsocietieshave a tadency to classify situations and
behaviour. They also try to avoid exceptions as much as theysoaieties oriented toward

the oppositelassify people and relationships. They see congeneric people, friends or enemies
having special relations to onesefo, members ofthesesocieties tend to support or to
hamper people independbnbf the situation in which they are (Trompenaars & Hampden
Turner 1997, p. 30).

Some emarksregardingthe perception of this dimensias thatthis line of two opposite
orientations can be interpreted partly in terms of Hofstede's uncertainty avoidance dimension
(how to avoid uncertainty) and partbn thebaseof the collectivist/individualist dimension

(who isthe target ofthe behaviour).In conclusion members of a universalist culture (like
Germanspeaking countries) are well advised to incorporate far more time for establishing or
starting a project with members of articularistic culture. It is important to establish
trustworthy relationsips beforeeverythingelse happens.

% This assumption is for instance one of the fundamental elements of the widespread ACT (Acceptance and
Commitment Therapy) in psychotherapy (Ciarrochi & Bailey, 2010, p. 15).

% parsons and Shils, who established a getiefale or y of action in 1951 origi n:i
orientationo, meaning just). twofold opposite options:s
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Communitarianism versugdividualism

The communitarianisamdividualism describes a dilemma wheos the one hand, peope

give fiprimacy to the moral standardstofth e s oci al syst emilg@mkiar s on
on the othehand,people evaluate and decide justtba baseof their own normative ideas.

In other wordsto whichorientationdo people of a&ertainculturetendas a prime orientation

i to common targets dhe society or tahe goals of the self? Tenlatter orientation is called
individualism and is usually regarded dseing typical for modern societies. Thirst
orientation can be called communitarianism and is usually associated with traditional
societies.

Some emarksregardingthe perception othis dimensiorare thatfrom a theoretical point of

view, the commurtarism-individualism orientation incorporates more of a complementary
orientation than of an antagonistic one. Fr equently use Awef and
time for lengthy negaditions in the project groups, etc. (Trompenaars & Hamfdener,

1997, p. 67)Therefore, padical tips for doing business as a person within an individualistic
culture are nevertheless somewhat similar to cormhgsiawn in the last subchapter

Affective versus Enotionaly Neutral

This orientation describes tlsealehow feelings are expressedeopleof EmotionalNeutral
cultures tryto accuratelycontrolaffecion andemotions Naturally, peoplefrom these cultures
have emotions, but is reg&d as bad manreto show themPeoplefrom affective cultures

do not suppressemotions but show thermstantly For them subduing affection iad
mannes.

Some emarks to the perception of this dimenseme that,as international (intercultural)
communicatio is an exchange of informatiqgand being aware thétumans are¢he carriers

of this information, the difference between verbal and nonverbal communication is an
intrinsic part of this affectiv@motional neutral orientation. Voice, persosphce and body
gestures may lead to different interpretatiafiscertain information Recent psychological
embodiment research shewhat there are distinct cultural patterns of nonverbal signals.
These nonverbaignalsare interconnected with each othdrey have an enormous impact
and exhibit a certain directness which may lead to many unintended misinterpretations
(TrautmannrVoigt & Voigt, 2012, p. 2)Hence communication should be sdxsel on an
integrated (360) view.

Critical remaks from the author of this dissertatioegardingTrompenaar® approactare

(1) The basic orientatian of values and behaviourpresented aboveexhibit

dimensional charactstics butthey do notseem to be independent from each qgther
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as dimensionshoutl definitelybe.For instancewhere is the border betwedre rules
of universalismand the moral standadf socialsystems of the communitarianism? It

rather seems that these areas overlap.

(2) Another critical point can banade regardinghe assumed o nt i affeaiva 6
versus emotiongtneut r al 0. C 0 n conthis eontimamappktadnstiea t i o r
form of attitudes and behavirs of single (to some degree individug@rsonsAgain,

where is the assumed border betwdrwnused terms?

(3) Therdore, it is no surprise thatmetaanalytic reviewfrom nearly 600empirical
studiesfor instances t a t eulttirdi \slues Were most strongly related to emotions,
foll owed by att i (Vasdkekskmant&hSeea, 20,ephlasimilas r s 0
recent reviews like Miao et al., 2018)in the end the benefit of Trompenadrss
approach depends arlear definitions demarcations between the used teramsl
specific assigation of the terms to the relevant contindden it can bepromisingto

combine these terms

1.3 Communication within the System Theory

So far, with the cultural theory according to Hofstede, the model for intercultural
communication, the decisiemaking theory and the models for best practice, we have
proposed four relevant models whihelp to grasp essential elements of the processes which
lead or do not lead to business relations between China and Austria. These models show
specific aspects of the events and processes of intercultural collaboration, but still the overall
and integréing view is missing. One of the most important contemporary theories for a global

and interrelated view of organisations operating in certain environments is systems theory.

Three Levels of Social Systems

To get a synchronized and interdisciplinary viefithe subject of this dissertation concerning
possible entry modes into the Chinese market, the theory formulated by German sociologist
Niklas Luhmann 2011) appears to beelevant One of the great advantages of his systems
theory is the basic use of abstract terminology which leads to impressions of alienation in
the beginning. Ter mga elfiekenftawt opficiesexnq, fifo
Astructur al couplingso sometimes offer nev

situations. @e of the main theoretical assumptions is that there is a border between a social
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system and its environment and that the environment is always more complex than the social
system. This assumption implies that establishing systems (or reasoned defisysteafs

by the scientist) offers the advantage of reduced complexity.

Luhmann (1986) distinguishes three types of social systems: interactions based on an
immediate and personal situation (face to face), organisation, and society as a whole. The
common uderlying processes of all three systems are composed of processes of
communication. Social systems reproduce by themselves. Then there is another fundamental
i in the beginning rather peculiar soundingssumption: subjects do not exist at all in social
systems. Subjects as basic building stones are not included in this theory. In this manner,
Luhmann ignores the entire philosophical, psychological and sociological tradition of the
Western world (Schuldt, 201%. 22). However, the three basic types of isbcsystems
mentioned above show various types of communication. A comparably easy one to explain is

the system of interactions.

System of Interactions

Interactions are faewm-face systems which replicate by communication. In contrast to
society, the thol social system according to Luhmann, however, communication is of a
specific kind (Schuldt, 2012 p. 23). (a) communication in this form needs the physical
presence of the participants, (b) communicat@annot be stored, (c) perception is a
psychologicalphenomenon, and (d) in the very moment that communications finishes (for
instance, when participants leave the room where communication had been taken place), the

system of interactions ceases to exist.

Someremarks regarding the conception of this tygfesocial systemare that an important
consequence of the specified situation during -faglace communication is the fact that
looping and reflexive elements start to appear. Elements like perceiving of perceiving,
expectations of perceiving, expectatsoof expectations are each connected with a potential
different behaviour. Having the model of system theory in mind, this is the point where the
proposed advantage, namely the reduction of complexity, simply vanishes already at this

basic level of sociadystems.

System of Organisation

The second and more complicated system according to Luhmann is the social system
presented in the following. Membership is the dominant sign. Membership is integrated in
specific settings. For example, normally you can @igyn contracts if you are the employee

of an enterprise. You sign it for the enterprise. Therefore, the enterprise takes over duties and
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has to obey certain rules. This way, an organisation has the ability to synchronise a great
amount of interactions witn the organisation and with the enviroent outside it (Schuldt,

2012, p23).

Some remarks regarding the conception of this type of social syatentisat a decision is a

very special and condensed form of communication. Decisions possess agaiefoxive r

and boping characterL{thmann 2000, p185 Luhmann 1992, 466) as they select and
prepare the used channels of communication. Hence, it can be stated that organisations
reproduce on thdaseof decisions. What is particular about decisions is that they are
6compacommuni cat i on 6185] Wwhichh suppiy rtheir2ovi® €ontingency.
Decisions shape communicating situations in the time following. One conclusion for the
present thesis ihat, in this respect, organisations as social systems refer to the Decision

Making Theory whichwill be discussed later on.

System of Society

The third type of social systems is the system of society. It is a system of higher order and
contains all systas of lower order, like systems of organisations or systems of interactions.
Society, as the highest possible type of systems,-snathmpassing. Thuan aspect like a
social environment does not exist anymore. From the point of view of a globalizét] wor
society means human society in total. Everyone is part ®fahe can be externalizeds
stability would decline (Luhmann 2011, p17). Hence there is no communication outside
society. The limits of society are the lima§ communication (Luhmann 98, p.408) This
implies and warrants structural system stabiktglditional remarks regarding the conception

of this type of social systems that society includes all substantiations of communication, it
also includes specific international communimatbetween enterprises, which in turn rest on
decisions within the enterprises.

For the current thesis, especially the two types of social sys$temganisation and society

have integrating functions for an adequate synopsis of research.

Intersystemidrelationship and Structural Couplings

Due to specific conditions for the entry modes into the Chinese market, the relationship
between systems, in this case between two organisations (a Chinese enterprise and an
Austrian enterprise), is of importance. Harhmann, structural coupling is based on both
exclusion and inclusion with the aim of reducing ctewjty in the environment (2011, p.

117). These structural couplings have as prerequisikain system abilities (2011, p20).

Organisations should kable to meet new and challenging situations with adequate responses.
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Structural couplings between two systems result in mutual irritation. Irritation may lead to
processes of searching, making new decisions and therefore, in the long run, to new
identificaions (2011, p122) and mutual penetration of the two systems. Coupled systems
remain independent, but coupled system often experience a structural drift with repercussion

on their respective environments.

Summanyor the current Thesis:

Two main conclu®ns for the current thesis can now be drawn: (1) The term society within
systems theory by Luhmann refers to the cultural dimensions discussed before, (2) The
models of intercultural communication refer to interactions (first level of social systems)
which are on the second level of social systems, channelled by Chinese organisations on the
one side and Austrian organisations (SMEs) on the other side. Each side is governed by the
corresponding society (third level of social systems), bothtaseand a lackground that is

not directly visible

This dissertation focuses on evaluating, analysing the behaviour and decéiomg process

of Austrian small and mediwsized enterprises entering the Chinese market. As an overall
theoreticalfoundationfor analysing different nations or countries, the concept of culture as a
manmade, psychsocial fabric has been selected. This should help to look deeper into the
so-calledinternationalization of a firm, which concerns the relationship between thefidn

its respective environment in foreign countries.

The basic building ideas fonodellingthe theoretical background for this thesis are threefold:

- going from the general to the particular,

- selectingoverlappingsubjects within models in concomize with the field of research
(subject of this thesis)

- trying to develop a synopsis of research, targeted at offeaitite ground for the questions

of research.

The most general and overdtilundation ofthis thesis is the concept of culture. Assth
concept is both broad and to some deg@gpie it is important to be able to pinpoint certain

di mensi ons. The choice of Hof stededs <cul tu
more light on the complex concept of culture seems appropriatedeeofitwo reasons: (1)

Hof stededs cul tur al di mensions focus on th
distinctly derivable from a national culture, the analysis can therefore show some aspects of
the cultural differences between Austria and Ch{@x Data for a great number of countries

are availabl e, i ncluding Austria and China
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scores is not for describing individuals, but for describing the social systems these individuals
are likely to have buid ( Ho f s t e283Fsimiad & hrnundifferenciatecassumption of

total cultural homogeneityAli et al., 2008. Thus, while the analysis of single individuals and

their behaviour, based on cultural dimensions, (for countries) at the national Ighelbmai

|l ess accurat e, Hof stededs analysis of cul t

of organisations.

The next detailing step in backgrountbdelling is conceptualising the fundamental structure

of (cultural or intercultural) communicatioHere, the high/low context by Hall can be chosen

as the first step in the analysis of communicative processes between people of different
cultures. One may find causes for difficulties arising when people from acbigkxt
country (like China) interdcwith people from lowcontext countries (like Germany or
Austria). This means one has to carefully consider the mutual context in which messages are
exchanged. A practicable hint is to enrich overt messages with hidden elements. Furthermore,
from the perpective of the second classical cept by Hall, the traditional Chinese culture
could beconsideredh polychronic culture in comparison to the rather monochromic culture in

Austria.

From a modelling point of view, one can see
orientation(Hall 1969, Hall and Hall, 19873s a latent background mixture of values and
patterns according to Trompenaars and others. These authors deseriaedvalues and

chosen specific patterns of intercultural communication. TrompenaarslangderTurner

(1997) proposed continua of antagonistic values. Three of them have been selected for the
current thesistniversalism versus Particularism (or Hilesed versus peopleased societies,

mainly to avoid uncertainty); Communitarianism versus Individualism (or modern versus
traditional societiesyevealingat which level of society people and their behaviour are
evaluated) and Affective versus Emotionallgutiral (orsocietiesthat are affectivgrone or
nonaffectiveprone when displaying feelings, mainly based on their -vesbal

communication).

The next and third step in modelling the field of research is focusing on the concept of
communication. As aledy stated, merely sending information is definitely not
communicationCommunication rather consisté transactionaprocesses where participants

exchange signs and symbols and create meaning by that. Communication needs looping
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(reflexive) processes @xchange. A theoretical tool, which both offers exactly this view and
deals with organisations, is systems theory according to Luhmann. Here, the sole base of
everything is communication. But one has to keep in minddbi@munication also has the

basic function of reproducing the own social systdina system has emerged in a specific
environment, now, doing communication with the purpose of communicating with other
systems can lead to failing communication in the short or middle term, or failing repooduc

of the social system in the long term. Therefore, one can probably find a hierarchical order if
these functions get into a conflicting mode. Reproduction of the own social system will be
most important and subjugate communication of other socialnsyste

The | eading question of the resear chsizadn t he
enterprises in Austria choose their way of market entry in China? Choosing means deciding.
The fourth and lasinodellingstep for obtaining a toolkit for analig and data interpretation

at hand is therefore the selection of appropriate models from denisiking theory.
Decisionmaking highlights a crucial focus function of managem@iitthe steps in these
conclusionsdrought together lead to a detailed gysie of research for the present theses as

outlined in the following chapter.

1.4 DecisionMaking Theory

Decisionmaking theory as an academic discipline is a relatively young field. It has attracted
continuing interest in the literature on business and mamagfe The traditional decisien
making perspectives maintain that uncertainty leads execwiv®ntrepreneunt® search
for additional relevant information to increase certaiguch et a] 2009; Zahra anGeorge
2002) and Simonshows already 987 the limits of rationality(Ketchen et al. 1996, p. 276)
A As d emaking has more and more been seen as a central managerial activity, the centre
of this activity is the problem of choosing a course of action under conditions of ambiguity
anduncertait y and in the process reducing theseo
As soon as 196Byert and Marcliounda strong link between the psychological theory of the
decisioamaker and the economic armfganisatioal theories of howorganisatios, as
opposed to individuals, learn and addap changing conditionsBehavioural sciencesi
sociology and psychologycontribute tahefield of knowledge
Strategic decisions have attracted considerable research attention and different models of
decisioamaking havebeen developed. The earlier mdels tend to be normative and
prescriptivei they are mostly quantitative approacli&shmidli, 2008;Nilsson & Jiliberto
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2004) Normative theories of decisianaking, such as classical economic theory, propose
that decisiormakers follow a highly hieraratal and rational procedure for making decisions
distinguished by different levels of decistoraking

On the premise that a model links the theoretical world of our minds with the empirical world
of our senses, different decistomaking models havbeendeveloped. They are the result of
differing perceptionsdifferent phases or intervalBlippa 2001)and the application of these
perceptions to diverse decision situatiggbepherd and Rudd, 2014he later models of
decisionmaking are of a descriptiveature and characterize levels of decisiaking as
more closely related to each othelaiming rationality cannot be assumed in every decision
making situation. Thysa generic view of the decisianaking process haked to the
development onundersanding that strategic decisionaking processes are not necessarily
deterministic or programmable as a whole and take place in distintieentervals and
within a specific context

The descriptive view attempts to explain how decisions are actaééiyin practice, which
may substantially differ from the normative type. As a resaghaviouraldecisionmaking

can be groupedfter Sonnenberg2018, p. 367)according to different characteristics, into
quantitative and qualitative approachegath auttors of this field noting thathere are
programmed, routine or more rational decisions, no routine decisiaecisionsshaped by
various sociapsychological factors.

Quantitative Approaches

As decisions are made by mdet us start with a psychologly oriented definition of
decisionmaking (Plessner, 2014, p. 483ji D e ¢ tmmking s the process of choosing
between at least two options, with the objective (objectives) to achieve desired consequences
and to avoid undesirable consequences. In teedase the process resutisa decision. By
choosing the selected option the decision (the intention) is being formed to realize this. An
example for realizing this*intention is to

The main points of this definitiohare interrelated with relevant aspects of time:

1) Decisionmaking is seen as a process and not as a specific moment in time.

* Translated fronGermaninto English by the atior of this dissertation.

® One of the main prerequisites when presentingdisclissing models and theories is to get a dlearat least
an improved picture of the used terms. This simple step of regarditagcen for granted in scientific debates
T, however, contains itself some difficulties, as with regard to the definibbnsed terms, there are often
fragments of the proposed theory or these definitions at the same time lay out and limit the area in which the
subsequent model or theory is established. Therefore, definitions of basic terms already shape the outlined
theory to a considerable extent. This is also true for the comparatively young field of deuiskimg.
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2) Decisionmakingcomprises two or three main phageeparation of the options, the
process of choosing between the optjardd the finalizing and realizing phase. This
last phase depends on whether a decision had been stated in the preceding phases or
not, which leads to the third aspect

3) The process of decisieamaking can result in a concrete decision but must not end in

sueh.

On the baseof P| e s s n e r 0 ®arlyddecfsionmaking tbewries like those of Simon
(1987) or Eisenhardt (1989) concentratetiomphases two and threand handle phase one

just as a premonitory time in order to decrease uncertainty as the main function (Kedia et al.,
2002, p. 41). Hengaf decisionmaking is viewed from a procedural view,atitomatically
becomesa notion of being normative and quared, tending to be rather driven by data.
Therefore, one has to scan the external environment or the internal sources of the enterprise
for relevant dataand harmonize and aggregateesedata. Then certainty will incregsand
decisionmaking can be impreed.

For Simon decisionsagainstan administrative or business management background are
mostly purposivly orientated towards goals or objectives. The decision can be distinguished

in the selection of final goalsvhichh e cal | s f v, anddeimplemehtatioreaf t 0
such goalswhichh e cal |l s #Af act ua-makipgranghuehe tesaibed d883ac i s
process by which a number of alternatives are narrowed down to one alterRégssnér,
2013, p. 48R

Having in mind the term decisioimaking as defined abovepne has to conclude that the
presented concepts are representatives of a purely quantitative applbacigh one usually

does notsee this fundament within the proposed arguments and steps anymore. These
concepts derive their idea®in probability statistics, especially frotine theory of expected

value. Thergone chooses the optidar which the probabilityweighted average of various
possible values is the highest (Plessner, 2013). The practical risk of these concepts lies in the
fact that assumptions of steadiness and (compatabtrlasting) economicand political

periods with no fractures at all have to be made. In the light of the amount of global crises

within the lastwentyyears these assumptiorappear to benrealistically

Qualitative Approaches

Any analysis of organisations and decisimaking systems has to look not oaliybvh at 6 i s
being decided butlso atth o w &y, whamd admmid e r wh at @t iisrbeingms t ar

decided Broadly speakingone can asxiatet heh &t 6 wi th quantitat:i
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models of decisiommaking andt hleo wébawlmeo 6 wi t h qual That duaeda
what cir cumst danlwoth approachesn be used

T h éH o dvdainly refers to processdas an organisation and ihdes timerelatedaspects
resourcecapacitiesthereforemany theorists see the analysis of the decisiaking process

as the key to understanding hovganisatios function Muchiri et al., 2011Simon 1997)In
strategy literature, strategy is characteriastbng-term planning and an integrative pattern of
decisions. There is a wide debate in economic and management regeavbbther andif

so, how strategic decisions differ from ordinary decisiqi@hepherdand Rudd, 2014;
Ketchen et al. 1996} or the main categories of strategic reseadtifferentiationaccording

to context, content and process of strategy is made

A concept which states quite the opposite of the classical quantitative appresentd
aboveis the constructivist and processriented theory of USociologist Karl Weick. In

1985 he publishedisense makingh organisation& In his provocative booR\eick assumes

that human beings are basically not able to handle problems in a truly rational way. They
actively do something and justify the outcome afterwards. They do this by making sense of
the already produced new situations. By tthigy rationalize th@nplicit decsion by arguing

with reasons and ainiswhich fit the alreadytakendecisioni in retrospect. In the view of
Weick, organizing an enterprise happens within lodpscisionsemergefrom a dialectially

based process of changing and preservfiger Weick 2001, p. 124)ifst comes acting and

then follows enrichment by interpretation of the accomplished acting and by associating

reasons, arguments and aimshte acting

ThedWh 0 6 : The nor maytorieated) njodels afnntanagemisitdieghave a
decisive influence on the routine work of the lower and middle levetggsnisatios and

almost no influence on the higher levels (Nippa 200%jere is a notion that strategic
decisions are taken dhe discretion of top management, often with a o effect,
affecting the application of the firmbds re
decisions reflect the interaction betweenaganisationand its environment, often with a

high level of uncertainty, and show how @mganisatiormanages this relationship¢ttigrew
1992).As early as 1987 Harrisop.(20) arguedhat strategic decisiemaking is nota text

book decisiommaking under uncertaintywhere alternatives are given even if their
consequences are not, but decigiageiking under ambiguitywhere almost nothing is given or

easily determined.

46



In analoy to the models of buying or investment geatin businesdo-businessnarkets
models ofrole-taking could offer new insights into the process of decisiaking. In these
casesone not only looksat the decider (usuallg member of the top management or the
owner in SME), but also on roles likehe initiator, the influencer, the gatekeepe(who
researchesselects and filtersnformation), the consultant,and thecoach (Pfértsch and
Godefroid, 2013, p. 54)The daracteristics of this approace that members of such a
centrebuild an informal groupthat an external people may belong taghgroup,that there
could be a group with no exécdefined relations etc.

0Circumstances©o: C o n tmaking encludef not olyr envtirenmental d e «
factors but alsarganisatioal, decisiorspecific and socigbsychological factorat thetop
management levelcf.,, for instance Ferell and Fraedrich, 2013ateman and Zeithamel,
1989 Papadakis et al., 1998)\so, circumstances of strategic decision could mean that the
significant contenaind contexbf the decision problem can both shape the process of deciding
(Shepherd and Rugd@014) oreven change the procesgertime, as alreadyettigrewl1990
stated

Strateqgic Processes between Global Integrationlaozhl Responsiveness

Whereas a single deasi can be grounded on either a quantitative or a qualitaage
several decisions which are interconnectedi need further strategic input. Due to
globalization of businessesenterprises have developed various kirsd of strategies.
Enterprisesmay conentrate on domestic markets and just export products and services to
foreign markets. Or enterprises launch subsidiaries to adjust to local needs. Or engprises
global with global products. The following figure shows these basic approaches.
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Figure 1.1: Two-dimensional Grid of Integration and Responsivenesfor a local or a global
focus

Source Prahalad & Doz, 1987

Depending on theposition in the shown gridone can define three main strategies a
company aiming at a strategy of global integrationat a strategy of multifocal
(multidomestic) concernor at a strategy of being locally responsive. There seems to be
skewness of application in this figurét is imaginable to be multifocal (provided the
enterprise has access to adequasmurcesand look at local needs and demands. But it is
hardly imaginable to integrate products on a real global level and to regard incalculable local
needs and to adjustquucts as a consequence at the same time. Global integration means that
there is a single perspectivet he whol e enterprise complete
market. Global integration implies more or less continuously observed uniformity in the

decsion processes.

Practice based Models: Best Practices

A first step to come closer to the concept of best practice is to see how tHeestrpnactice

is used in managemestudiesin general.In this field of studyb e s t practice #fr
most effcient way of doing something. The fastest method that uses the least resources
(including | abour and parts) to create th
(Encyclopedia of Management 2009). According to this sQurest practices as a resof

benchmarking (i.e. of looking how others are doing and performing welfyé@sentlybeen
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applied especially in areas of technological development, manufacturing, quality control,

sales and project management but also in fields like heafthandeaching.

Benchmarking

Benchmarking refers to a mooe less continuous process of discovering improved strategic
ways to reach the goals of an enterprisd t is a search for i den
adaptation and implementation of solutibne adi ng an enterprise to
(Searles et al. 2013, p. 9). The main value added from benchmarking compared to other
improvement tools is to leafmom othershow to improve.The dmensionghat aretypically
measured are quality, timend cost.The focus lies orthe processes anthe results. In the
process of benchmarking, management identifies-pexfiorming competing firms in their
industry, or in another industry where similar processes exist, and compares the results and

processe ofthe studied (thditarget®) of one's own results and processes.

Best Practice

Several interrelated terms are used in the literature to refer to research in the sense of best
practice. They include the ter ms Abest pr
(Vesely 2011) Theseterms are sometimes useateérchangeably and sometimes refer to
different things Matters arecomplicatedeven more by the fact that various disciplines apply
the terms differently or in different cont e
Afgood practiigeodi praotri deww r e s@™ygersethal. 2006 ul d
Many authors also avoid any definitions. Table 2.7 reveals that definitions of the above terms
overlap in someespectand differ in othersilsa

Table 2.7Terminology and Definitions of BestPractice

Definition Source

In a general sense, the term best practice refers to the mosteff A Be st Pr
way of doing something. The fastest method that uses the | Encyclopaedia of
resources (including labour and parts) to create the highest q Management (2009)
output i s itcheee 0ibest pract

The term fibest practiceo i mp Bretschneider et all
any alternative course of action and that it is a practice design({ (2005,p.309)
achieve some deliberative end.

The phrase fdbest practiceso |iBest P
business jargon arising from the management tool known Encyclopedia of Small
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ibenchmarking. o The assumpt i Business3rd ed.Vol. 1.
production and management processes are uniform enought 8o| Detroit: Gale, 2007, pp.
ibest practiced can be ident| 90792. Gale Virtual
i s0 by another entity. Reference Library

The most precise definition of R [best practice] is the selectiy Overman and Boyd
observation of a set of exemplars across different contexts in ¢ (1994, p.69)
to derive more generalizable principles and theories.

Source:Focused after Cornelissen, 20k8tapted r om Ar nogt Vesel T, 2

Within a frequently cited papdretschneider et a{2005)formulated a set of necessary and
sufficient conditions for identifyingruefibest spr aoadi ca i tically e\
techngues that are available for such identification. According to Bretschneider, gieal.
term fAbest practicedo implies a way of acti
action and, at the same time, attains a defined gjoale a uhedretcal andlysis led them

to the conclusion that there are two necessary and sufficient conditions for identifying a best

practice: completeness of cases includati@ctomparison and comparability tfesecases.

- First, the condition of completenegsesuppeest h a t in order to tru
p r a c tmetbod ofidentification must include all comparable examples from a given
area; a sample survey will not suffice. In the case of a sample survey (hastwf
statistical inferences about the population as a whole), a better case may exist outside the
sample and the term Abest practiceod i s mi
- Second the condition of comparabilitpresupposeshat examples in a given set are

comparable in terms ottons (practices), outcomes and the contexts they exist in.

Both conditions are difficult tdulfil . The first condition depends on the specificatidrdo a
given areabo. But t he t er mingleans only bestavway (i.ecc e i |
attaining extreme results like highest profit, minimal cost, minimal investment, minimal spent
time, or combinations of input which lead to an optimum) of doing things, so this very best
way will probablybe lostif the areaone islooking atis broadenedThe £cond condition is

even harder tdulfil in case the term context of instarisespecified Each enterprise ,iby

definition, different. It usually has different internal processes and procedigahisatios,

which are often more or less strictly conteet to different environmentsr which the
enterprise is performing and behavig.specific enterprise usually has different goals to
reach depending ornts size, shares of markets, portfolio of products, attitudes of ultimate

buyer, and so on.
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GoodPractice and Smart Practice

There is no unambiguous definition of good practice. The identification of a particular
practice as a good one depends on the people or orgarssatisponsible for the
identification and on the contekt whichthe practiceis hus i denti fi ed. i G
concept which has been used inconsistently. According to Stenstrém and Lain (2005, p
13), good practice emphasises functionality, a process orientation, transformability and
innovativeness.
Functionality:
1) Goodpractices can be anything which works fully or @diy; they can be useful sets
of functions which generate learning.
2) Good practices have worked well elsewhere; they have been proven to be good and
they have led to good results.

3) Good practices are outc@nwhich can be transferred elsewhere as functional sets.

Processes:

4) Good practices stand for advantageous methods which help to achieve the objectives
defined for an activity, open up avenues of action, and make a company more
profitable.

5) Good practicesniclude the same elements as benchmarlengn if the associated

data collection procedures are more resebeded.

Innovativeness and transformability:
6) Good practices are innovative. They create opportunities to introduce new procedures
and approaches.
7) Good practices are associated with successful projects.
8) Good practice can be turned into new practices. Good prastinelude elements
needed in problersolving, in which case¢hey can be transformed to suit different

situations.

Accordingto Bardach,th t er m Obest practiced is misleac
we have really identified the best of all options which might solve the problem we are facing

or the goal we ar trying to fulfil (Bardach 2015p. 71). Such extensive research thatilo

really take all options into consideration is practically nefeasible The result of such
researchis, at best6 good practiced. But even this te

i nappropriate. Wh a 't i's and what tihe moint ég o
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practiced in one setting may not be O6good
(2015)finds the termsmart practicgo be the most appropriate.

The term Asmart practiceod0 suggesdas atginea e X i
practice, one that deserves attention. It is precisely this smartness that the researcher should
look for, studyyverbaliseand evaluate for applicability in the context of the target site. One of
the characteri st i c #ingedmething fomnothing.plm @mtrast to ¢hé 1 s
popular belief that therss no such thing as a free lunch, Bardach wants to demonstrate the
existence of such practices that cost nothing or relatively little and are highly beneficial
nonetheless. For examhep the alphabetic ordering of information or the lining up of waiting
persons are co$tee operations that can make life significantly easier and more efficient.
Another example is the invisible hand of the market which creates social values

automaticaly, without additional direct cost.

1.5 Summary for Current Thesis

If decisionmaking is viewed from a procedural and normative view, it automatically becomes
quantified, tending to be rather driven by data. Therefore, one has to scan the external
environment or the internal sources of the enterprise for relevant ddtdnaamonize and
aggregate those data. Then, there is quite a large likelihood that certainty will increase and
decisionmaking can be improved. But to realize a wiked decision with a quantitative
approach, a considerable amount of information is reetieerefore, one needs information
which T within the context of deciding the entry mode into the Chinese marisetisually

not easy to get. Compared to large enterprises, SMEs have less resources at theifatisposal
the necessary researching. Therefat is advisable for SMEs to haadditionala close view

on qualitative approachesn this thesis it is realized by opeended questions in the
guestionnake for the Survey Austrian SMEs 2016

Doing benchmarking i$ at besti learning to improve busesses by seeing how others
perform in a more efficient way. Results of benchmarking can be sets of alternative methods,
materials and processes which can be implemented in the researching enterprise. In
management jargon, these sets are called besigetacb a certain and unknown degree,
however, this term is misleading as it implies a claim which can rarely be justified. Good
practice or smart practice are therefore the tesinoaild bepreferred to best practic@/ithin

the current thesis good pradican be seen in theuccessful combination afompany
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relevantfactors the realized strategic decision concerning the maakily and the indicators

of success (like sales, profit, market share, etc.).
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2 SCIENTIFIC RESEARCHE S AND FINDINGS IN THE
FIELD OF MARKET ENTRY INTO CH INA

The purpose of this chapter is to show directly aneldapth relevant aspects of
internationalization regardingntry modes and challenges ®MEs (factor size class)in
Europe, Austria and China. Theredpr after areview of recent research papensnportant
results of thelarge European Study of Internationalization 20Q&ith the number of
participating SMI reaching almosit0,000) are presentedequally relevant is a current study

of Austrian SME regarding busiess with China in 2015 his survey containdata which are
relevant to thehird reseach question othis thesis,but the resultdave been published only

in the form of simple statistics Henceit seemed to be of importance tmlock the real
potential of theseesultsby are-evaluation (eappraisglof the data pool

The following sectiorcoversbasic terms of the present dissertation, such as culture, size of

enterprises, and internationalization.

Culture

The notionofcutue i s compl ex. Al t hough this term
(with the original meaning of cultivation, in the sense of caring; etymological source: Harper,
2016), but it is a relatively new and modern term. The cumesbciationsvith sociallife
(instead of theological associations of honouring and veneration on an individuablesgl)

at the end of the 18th centuiiyhe use of the term culture is not limited to a single scientific
discipline but used in various disciplinéSchrage 2014,p. 253). Therefore, the meaning of
ocultured is not distinct, it varies. to a ¢c
The term culture bears at least three basic meari®gwage, 2014, pi54-255) (1) the
perception of a mamadepsychasocial fabric. This fabric stands in contragypically only

to humans' to every other produce of nature. (2) A second basic meaning of the term of
culture lies in differentiation. Culture in this sense means the differences and variations of
different human lifestyles. This aspect reflects the experiences and feelings of alienation when
confronted with foreigners. (3) Although culture is grounded on a collective inventory of

beliefs and values, the bearer of culture is the individual person.

Let us considerjust the first basic meaning, culture as a maade material, psychsocial
fabric. The various fibres within this fabric can be connected in different and complex ways.

A specific model which proposes a stratified version of these conngcisothe layer
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approach of Trompenaars and Woolia(8805, p. 27) They compare culture to an onion,
with its different layers which can be peeled off. There are three main :lg{¢r€ore
assumption in the centre (2) norms and values as psychologicsb@ntpatterns in a middle

layer (3) concrete products in the surfdager.

The outer layer of culture is the most visible, for example, behaviour, food, language, clothes,
and it is the explicit level of culture, i.e. the expressed manifestationtafe (Trompenaars

& Woolliams 2004 p. 24). The middle layer consists of the norms and values of a culture.
According to Trompenaars and Wool i ams, AV e
people of what people define as the things they like and desi [ € ] [ and] of
believe should be done ®004 p.25). mipcedeepestrlaer & Wo
culture consists of the unquestioned and implicit culture. The core of theami@sponds to

basic assumptions. The next layer consists afimes and methods of arranging oneself with
regular problems. The various elements and layers of the onion core are so basic that one is
not aware of these elements, nonetheless it affects all actions and thoughts of an individual

unconsciously.

A similar approach was proposed by the Dutch anthropologist Geert Hofstede. He views
culture as entailing different layers: the deep core of the innermost layer consists of
assumptions, beliefs, and values, while patterns of activities and behaviours can lbeagewe
culturebs outwardly visible manifestations.
by the following concepfs symbols, heroes and rituals. Symbols refer to words and objects
that often carry meanings recognized only by those who shaceilthes. Heroes are persons,

alive or dead, who possess traits that are highly awarded in a culture and thus serve as models
for behaviour. Rituals are collective activities that, within a culture, are viewed as socially
important (Hofstede 2001, p. 10). conclusion from the view of business managers and for

the purpose of this dissertation, it is useful to see culture as both some modus and a way of

behaviour doing business and solving problems.

Size of Enterprises

The distinction between small and dnem-sized enterprises (SME) and larger firms can be

based on several criteriand thus there is no one shared definition for an SME (OECD, 2002)

® Although these manifestations are visible to an outside observer, their cultural meanings are invisible because
only an insider can interpret the undenlyicultural meaningHofstede 2001, p. 10).
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The definition for this thesis is based on the definition established by the European

Commi s si o0 n:s qualiynas micre, smalf and meditsized enterprises (SME) if
they fulfil the criteria laid down in Recommendation 2003/361/EC (European Commission

2009) which are headcount, turnover, and balance sheet total. If an enterprise does not fulfil

the critera for an SME, itisalarge c al e

enterprise

(LSE) o

(200

The criteria mentioned above are determined by staff headcount and especially by financial

ceilings.The categorisation is displayed in the following table.

Table 2.1: Size-ClassDefinition for Enterprises

Enterprise Employed Annual turnover Annual balance Autonomousity
persons £ sheet total, €
Micro =10 < ZMio < 2ZMio < 25%
Small 10-49 =10 Mio <10 Mio outside capital
or
Medium-sized 50-249 < 50 Mio =43 Mio voting rights
Large 2250 > 50 Mio > 43 Mio

Sourceaut hor 6s

o w, based omEsirbpean €animissivaport

Ideally, all four criteria apply if for an enterprise to belong to the category of SME. Due to

practical statistical reasons, the main criterion is number of employed persons. On the base of

this statistically oriented definition, it is now easier to obtain concrete numbers which denote

the situation und characteristics of SMEs in Austria:

Table 2.2: Size Classesand Austrian Enterprises

Gross Turnover
Si 1 Ent i P Empl d

ize class nterprises ersons Employe i1 Mio €
TOTAL 324.709 2.830.248 756.220
0-9 283.515 698.344 126.892
10-19 22.635 302.092 56.585
20-49 12.059 359.599 87.384
50-249 5.368 538.491 208.333
SME 0-249 323.577 1.898.526 479.195
250 + 1.132 931.722 277.026

Sour ce: Stati st-ulndA®Bstriuikd ur Bl ait $ tsa A0 ,

2013,

From this table, one can quickly deduct that SMEs play a very important role in the Austrian

economy. SMEs make up 99.7 % of all enterprises, they employ&bfLall employed
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persons and they are responsible for 63.4 % of total turnover. The follovidleg staows

foreign trade and size classes.

Table 2.3: Import and Export of Austrian Enterprises by Size Class

Import Export
Size Class in Mio € in Mio €
absolute % absolute %
TOTAL 128.646 100,0 122.682 100,0
0-9 26.035 20,2 19.895 16,2
10 -49 19.652 15,3 10.848 8,8
50 - 249 32.964 25,6 29.252 23,8
SME 0-249 78.651 61,1 59.994,9 48,8
250 and more 49.994 38,9 62.687 51,1

Sour ce:

Stati st-iulndABstruikda ur fBlt enit $ tsu AOES |,

2013,

On this table, one can see that, in foreign trade, SMEs also play an important role in the

economic international relations of Austria: nearly half of the Austrian exports (48.8 %)

account for export by SMEs. The Austrian Trade Chamber estimates thastaflf,000

SMEs export their goods (WKO 2016, S. 18). Likewise, it is safe to draw the conclusion that
SMEs hold an important share in the export business of Austria in total.

What does the situation concerning the size of enterprises that especdslyith China

look like? Basically, there is an imbalance in trading: the value of imports from China was

4,445 million Euros in 2013 and export amounted to 2.570 Euros. This imbalance, subdivided

into size classes, shows: around three fourths of the tmpare carried out by SMEs, but

only one third of the exports accounted for these size classes (see following table).

Table 2.4: Import and Export of Austrian Enterprisesto China / Values

Import from China 2013 Export to China 2013
Size Class in Mio € in Mio €
absolute % absolute %
TOTAL 4.445 100,0 2.570 100,0
0-9 1.406 31,6 220 8,5
10 - 49 1.269 28,5 130 5,1
50 - 249 682 15,3 553 21,5
SME 0 - 249 3.357 75,5 903,5 35,2
250 and more 1.088 24,5 1.666 64,8
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The size class enterprises with a workforce 6280 dominates among SMEEhe following

tables offers an overview of trade with China for Austrian enterprise

Table 2.5: Import and Export of Austrian Enterprisesto China / Numbers

Import from China 2013 Export to China 2013
Size Class Number of enterprises Number of enterprises
absolute % absolute %
TOTAL 9.250 100,0 1.888 100,0
0-9 5.414 58,5 531 28,1
10 - 49 2.128 23,0 528 28,0
50 - 249 1.105 11,9 504 26,7
SME 0- 249 8.647 93,5 1.563 82,8
250 and more 603 6,5 325 17,2

Source: European Union Eurostat, extracted: 01.08.2016

At least four out of five enterprises (82.8 %) exporting to China belong to the size class of
SMEs.In total, they number 1.563. Oneuwld turn the number of exporting SMEs around and
deducethe largest potential forncreasing export fornTable 2.2 on page56 by their
associated SME shares, which leads to the conclusion that 504 exportingises&@e249
workforce amount to just nine percent of the total of 5.368 enterprised&bWorkforce in
Austria. Whereas within the next class of enterprises (250+) there is a relative value of
twenty-nine percent of enterprises exporting to China. Thighree times the value of
enterprises/5@49. This distinctly higher percentage of this SklIEed class could be
understood as a hint at an even greater potential of SMEs producing considerably more
exports in the future.

In conclusion, more than four oot five Austrian enterprises which export to China belong to
the size class of SMEs and especially the SME size class24%6till seems to have quite a
large potential of increasing exports to China. This is one of the main rdasgasrying out

the research undertaken in the present thesis

Internationalization

As a quick introduction to the term of internationalization one can state: internationalization

within the field of business can be seen as a process of participation in markets outside the
domestic market of an enterprise. Lehtinen and Penttinen (1999) conducted a thorough
analysis of the evolution of the internationalization concept since the early 1960s to propose a

holistic definition which connects foreign markets, the acting enterpnskeattitudes and
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behaviour of individual persons with the enterprisd, nt er nati onal i zati on
the relationships between the firm and its international environment, derives its origin from
the development and utilization process of thapem nel 6 s cogni tive and
and is concretely manifested in the development and utilization process of different

i nternational activities, pri mar i(Leptinen&war d,
Penttinen 1999 According to Karna and Mets (2011his hasoftento be seen together in
contextwith atechnolog-basel path of internationalization

The mportant advantages of this definition are the links to seemingly fundamentally different
fields: (a) the psychologicdkatures of individuals, the social entity of an enterprise and
explicitty mentioned relationship to an outside environment; (b) the various aspects of
manifestations on (c) the various individual and collective levels; (d) the implicit elements
link the @ove defined term culture. To formulate it practically, from the point of view of an
enterprise, internationalization refers not only to exports or imports of goods or services, but it
refers to a meaningful relationship withiamaybe not so foreign anymei partner. It
comprises direct investment, subcontracting, technical or perscoglecation.

An essential disadvantage of this definition is that the term which is to be defined

(internationalization) is to some degree represented and explainedeosn aft the same

l i nguistic kinship (6international d).- Al so
nationalization is derived from the two wortider andnationand | it eral |l y mesz¢
nati onsao. I n the current reemeats nedotiatgdl by breatei z a t

supranational units (like the EU, for instance), the term internationalization doeslnote

all of the current dimensions of the involvement of enterprises outside the domestic market (if
such a thing as a domestic markell exists in the entire content or extent). Also, one has to
keep in mind that a nation is usually not identical to culture. One natioootaainseveral
cultures and, on the other hand, one culture can extend itself to many nations. To complicate
the subject even more, in literature, the term country is often used as a synonym for nation or
vice versa. As the subject of this dissertation is Austrian SMEs and their specific entry mode
as an important step in establishing international relations teaGind the results of studies,

the author will concentrate on the use and meaning of culture if nothing else is hinted at
explicitly.

Apart from theseonsiderations concerning the decision for the dimension global integration
versus local responsivenessconclusion can be drawn for the current subject in research:
SMEs are most probably prone to chodsevithin internationalizationi between local

responsiveness or the multifocal approach. In spite of these disadvantages, the definition for
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internationalkzation cited above is useful because it not only integrates all of the essential

elements of the previous views, but also provides an operabiasefbr research in this area

2.1 European Study on Internationalization with a Focus on Small and

Medium-SizedEnterprises

In 2003 and 2007k European Commission/Enterprise and Induptigmotedtwo studiesto
observe the international activities of European SMEThe purpose of hie survey

Al nternati onal i s atiicomducten in spEngfr200p1 evasito o8evid&isoad
and encompassing view ointernationalizationand to allow to draw conclusions and
formulate recommendations. Hence this stdai/ not onlyreferto trading butalsoto other
modes of internationalizatidike foreign direct investmenrdr technical cooperatiorn order

to alsomake justified statements for subgrouie surveyhas beemased a a large number

of participating enterprises @ 9.480). Concerning both for their volume and their depth,
these data are still the most receata in May 14, 2018.

As the definitive aim of this study wa&s receive a standardized and thus comparable picture
of 33 European SMEshis study offerswithin the current dissertatiom comparative
framework for the situation of Austrian small and medisized companieBy applying
predominantlystandardized questioflsy researcherthe advantage of this studypes at the
expense of an wdepthview for specific situations within European countries and floeedt

is not able to gantensivelyinto detils for Austrian SMEsThere is one exceptidinom this
approach:In the annex to this European survey policy support measures which fosters
internationalization of SMEs are present@@09 ait of 17 mentioned program$om 33
countries)two policy progamsstenmedfrom Austria. This already gives a first hint for the
heavy support of Austrian SMEs by Austrian poligyspecificlimitation of this studyis of
statistical origins |t is a disproportional sample and had thereftw be weighedy three

different dimensionsThis should guarantee to obtaesults for each country.

2.1.1 RelevantCharacteristics of Internationalization in General

Essential characteristics of the situat@nd ongoing activities of Eypean SMI according
to the latest availableextensive study (n=9480) which identify main barriers of

internationalizatiorare:
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The size class effect

There is a significant effect of size class. Larger enterprises have the clear tendency to be
more internationalized. This isspecially true for SM&employingthe mode FDi, which

usually correlatesvith the entry modes. Only % in the size clasf micro (1:9 employed
persons) had invested in this mode of internationalizatidn,i® the size clasof small (10

49) and 16 in thesize clas®f mediumsized (56249) European Commission 2010.1).

Internationalization by economical sector:

This studyanalysé 26 economic sectors. Trade, manufacturing, transport and communication

are the most internationalized sectansongSMES, as one can see in the following diagram.

in %
Wholesale trade | 5 "
Manufacturing. | G
> > 39
Retail trade | )5 Import
2% W Export
TrEpOrt & comnn o N (59
Business services _16 19
P , 15
ersonal services | 11
C : 12
onstruction . 7 n=9.480
0 10 20 30 40 50 60 70 80

Figure 2.1: Internationalization Mode of Exports or | mports by Sector /Percentage of SME

Source European Commission Report, 19, Available at
http://ec.a@iropa.eu/enterprise/e_i/index_en.html, Accessed on May 14, 2018.

The specific mode of internationalization which is in the focus of the research subject is FDI.
Foreign direct investment scores showhoughat a very low level of 3 to 4% i relations
similar as thosgresented in the diagram above: manufacturing, wholesale trade, transport

and communication, business services.

Age of enterprisg

Basically only few SMEs have plans to go into internationalization in near fuiuraerely

4% of Europea SMEs plan to head for internationalperations But those who start

" FDI: ForeignDirect Investment.
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internationalization usually start with importing. This seems to be the easiest mode of

internationalization. Young firmef up to 4 yearsalreadyscore in importing with 256,

settled frms of 25 years and more shosv rate of internationalization &4 % (European

Commission, 201(. 21).

Both importing and exporting activitietend toincrease in intensity by age of enterprise:

Trading is around 20 for newly established firmo{ up to 9 years of age). It continually

increases to around 3 for firms of 25 years and more (European Commission, 2@10

21). Most exporting SM& orient tovard European countriesi [ € |

mo s t

%SOM E s

importers) focus on other EU Member States, bu¢ laéso China is quite importantq(26) . 0

(European Commission 2010,§).

Perceived barriers for internationalization

Barriers can be categorizedannternal and external barriers. Internal barriers stem directly

from the firm itself andhey more ordss refer to a lack of capabilitigsxternal barriers lie in

the environment or characteristics of the targeted market.

SMEs perceive two internal main barriers as the most important ones: the price of their own

products or services and the high cosntérnationalizatior{European Commission, 2010, p.

58). These and the other barrieeportedby SMEs are the perceived ones. In realityhey

may not be asimportant as a split of the answefsom internationally active and

internationally planning SM&disclosegsee following figurég

a
38
3,6

3,4
32 3,1 3,1 3,1 3,1

3 Al i 29

—a-—Having international activities - Only plans for internat. activities

very important

1 = not important

2,8 G—
2,6 2,8

5
N
/m
b

2,4
2,2 2,4 2,4 2,4 g

3,1

arith. mean

n=9.480

Figure 2.2: Importance of Internal Barriers for I nternationalization of European SMEs

Source European Commission Report, 59, Available at

http://ec.europa.eu/enterprise/e_i/index_en.html, Accessed on May 14, 2018.
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Int he chapter ¢ hehe publishedestidyti anost interasts@split of data is
the breakdown per SME/already having international activities and SME/Only pians
international activities. There aréairly huge gaps between the items Quality and
Specification of productsyualified personnel and Language. Shanagersvho only plan

to go abroad seem to trust their own products and personnel considerably meSsvitha
managerswho are already doing international business. This leads to the conclusion that
starting internationalization (and thereby choosing the eantgte in foreign marketslso

goes hand in hand witllistorted assumptioriaclined towarda more gssimistic sideThis is
especially true for the item languade reality, it turns out that skills of the language are not

so relevanas thought before.

Entry modes of Internationalization

To leave the domestic market und to start internationalization means to be confronted with
several challenges und not so easy decisidhsas it is interesting tofind out how SME
internationalizeand which entrymodethey mainly choose. The European Stud 2010(p.
46) offers some insights. Around 86 of SMEskeepto their domestic market, around %®

of SMEs are engaged in one of three discernible groups: Enterprises which are only in the
import business (13%), enterprises which are only in the expbusiness (9%) and
enterprises which are doing both importing and exporting4L5Just around % of SMEs

did importing and exporting and FbI

From those SMEwhich both import and expqr89 % began with importing goodandonly

18 % started with eporting gpods (European Commission, 2010,47). There maype a
lesson to be learned here: importing seems to be much easier totstadtionalizatiorby
importing than exporting This standsin startling contraswith most established support
programsi they offer support on expoanly as it is true for the Austrian situatiolh seems
that most SME choose the other way. Theyeferto get into contact with international
markets clients, languages and so & Es in many caseshoseto startwith importing. This
characteristic of support programosuld justbe base& oninsufficient knowledge oit could
suggesanassumption that there aireat least partially other aims or purposes behind those
SME-supportprograms.Those assumedims or prposes are morenaybe moreclosely
connected with the supportingrganisatios. Those aims seem to target countrywide
considerablenigh export sharesindependent whater risksthis could mean for thaewly
exportstarting firm.As this could be the case Austria he development, the realization and

8 FDI: Foreign Direct Investment.
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the outcome of the supporting programisould be an interesting field of deepgoing

academic research.

Performance of Enterprise

There may bea common theme behind the marked efforts to succeed in exporting since
literature also shows a considerable focus on exports and the potential advansigesof

to work in this field Exports can lead to growth of sales and staff and may also improve
financial performance in the long run (Zahra, Neubaum and Huse, 1997; Daniels and Bracker,
1989). It is conventional consensus in business literature that exporting enterprises show
better performance than nemxporting ones fér instance: US Internationa Trade
Commission2010;Bernard and Jensen, 1999).

The European Study on internationalization found substantial differences betweesx SME

having started internationalization and those who had not. Growth of employment showed:

1 7% for exporting SMEveraus 3% for nonexporting SME,

1 8% for importing SME versus 246 for norimporting SME,

1 16 % for SMEs with FDI versus 4% for SMEs without FDI. (European Commission,
2010, p55)

The positive effect of engaging in internationalization is even greater iboke at groups of

SMEs that already engage in more than one mode of internationalization with groups that are
doing business in the domestic market qilyropean Commission, 2010,58) for instance

10 % employment growth for SMEthatboth import andexport versus 36 employment
growth for others

There is also a correlation between innovation and internationalization. Nearly every second
firm introduced new products or servickem 2005 to 2008yersus onlyone out of three

firms for otrers (Europan Commission, 201(. 47). Internationally engaged enterprises
more often introduce new and innovative products or processes thantemationally

engaged enterprises.

2.1.2 The Austrian Engagement in Internationalization

A considerable number of EuropeaMBs are engaged in international activitiethese

activities can be related to different modegaching fromrelatively simple tradig, like

importing or exportingvia engaging foreign subcontractots direct investments foreign

countries. The mostimportant mode is importing (306 from 2006 to 2008 European
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Commission 2010p. 15) followed dosely byexporing (26 %). Merdy quantitatively the
least important of these modes is FDI (foreign direct investment) with But European
SMEs planto triple this form of internationalization ithhe near futureThe following figure
shows the split of internationalization activities according to courfgrcentages of

European SMEor all different mode#n total are presented
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60%

50 1
o EU average 44%

40%
30%
20%

10%

0%

EL MT EE CY LU BG LT SE SI BE LV SK DK CZ NL PT Non IE PL HU RO FI ES UK IT AT FR DE
EU

Figure 2.3: Internationalization of European SMEs
Source European Commission Report,3b, Available at
http://ec.europa.eu/enterprise/e_i/index_en.html, Accessed on May 14, 2018.

As one can seen the right side ofhe figure, the score forAustrian SMEs is, with 34 %,
recognizab) belowthe Europearaverageof 44 %. Oneexplanation or this result could be
that Austrian SME are intensively conrected to other EuropeanSMEs as the next figure

shows.

The top ten of countries where SME utilize financial support %
Austria 47
Turkey I 32
Latvia I 17
Greece [N 17
Germany I 14
Norway I 14
Spain I 10
Slovakia [INNNNNEGGGGGNN °
italy I ©
France [N 7

0 S 10 15 20 25 30 35 40 45 S0

Figure 2.4: Technical Cooperation asInterconnectedness of SME
Source: European Commission Report, p. 38, Available at
http://ec.europa.eu/enterprise/e_i/index_en.html, Accessed on May 14, 2018

65



Among 33 countriesAustria holdsthe 6" rank. This top terlist contains two other countries
which are comparable in sizéhe Netherlands (rank 5) and Switzerland (ra@k An
interpretation othe situationregardingan increase of internationalizatioh Austrian SMES
can bemadeasfollows. An increasingfocuson business with China especially with more
intensive modesof internationalizationi could lead toa stagnant or everless
interconnectednesamong European SME Partly, this could decrease or evesubstitue
establishedbusinessrelationswith known forms of communicationgultural patternsand
legal normsin favour of increasedhindrances in communicatiprjudicial and cultural
challenges.

A further andstriking characteristiof the internationalizatioonf AustrianSMEs is their use
of various king of financial supportin this respegtAustriaimpressivelyleadsthe rankng®

as the following figure shows.

The top ten of countries where SME utilize financial support
in %

Austria 47
Turkey I 22
Latvia I 1 7
Greece [N 17
Germany IR 14
Norway [ 14
spain NN 10
Slovakia N o
ikaly I o

France NN 7

Figure 2.5: Institutional based Financial Support for SMEs/ Top Ten of Countries

Source:European Commission Repapt,67, Availableat
http://ec.europa.eu/enterprise/e_i/index_enlh#ecessed oMay 14, 2018

Such policy-driven financial supporf inherently bringsadvantages but also disadvantages

Disadvantagedor instance can include distorted strategic decisioaa underestimating of

° Of coursethis listof financial supporaccording to countriias to be complementedth a list of nonfinancial
support. Austria holds ranks in this complementary list (% accordingto the European Commission 2010
p.67).

19 programs likedgo-internationad) funded both byhe BMWFW andthe WKO (the Austrian Federal Ministry
of Science, Research and Business and The Austrian ChambemaieCoe). The main title of the weksite
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long-term risks etc. These disadvantages are especially pronounced in doing business with
countries like Chinahat show marked differencdsetweenlegal systera or communicative
and cultural patterng\so, these risk$ave the potential teurfacein times oflesseconomic
growth These programmay amplify an inclination taard going into foreign markets with

few experiences and withoutingappropiatdy prepared.

2.1.3 The European Business Activities with China

The partner countrie®f European SMEare mostly otheEuropean countrieghis is valid
both for imports and exportRegarding importing an@hing it must be stated that Chima

an oustandingsugplier:

Percentage of European SME importing from or exporting to China
by size class
Micro
27
Importing from China 25 Small
2§ Medium
27 Total
9
Exporting to China 13
18
9
in % 0 5 10 15 20 25 30 35

Figure 2.6: Importing from China or Exporting to China of European SMEs
Source European CommissioReport pp. 3571 37, Availableat
http://ec.europa.eu/enterprise/e_i/index_enlh#ecessed oMay 14, 2018

The diagramabove shows that all size class of SMEs conduct imports by aimilar
percentage. Howevgeconsideringexporting the diagran clearly revealshat there is a direct
relation between size class atoing exports the larger theenterprises, the higher is the
percentage of exporting SM& China isrelatively unimportant for smaller SME

readsbhar acteristical |l yfEnitSr ya rofirageoiddaomtg@ationalhttd:/gnewigo (
international.at/index.htnjAccessed Septemb8r 2016]).
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2.2 Aut h ®eHvauation of the Austrian-BusinessConfidence Survey

Sub research questidhreeof the currenthesisis, iWhat was (or still is) thénpactof the
chosen or adapted entry mode for business development in €hina?

In the last months of 201%esults of an Austrian survéy structural based on a regular
German Survey concerning business with Chimeerepublished. This survey contained data
which arehighly relevant tothis subreseach question But data have been published only
with ratherunsophisticatedtatistical instruments. As the author assumesstiibthere aré

but not sufficienty exploitedi relations with the original dataool of the published results
he undertook a reappraisal of the basic answers to the original questiofinsree
evaluation should result inithertounexploitedanswers tsub research question three luft

dissertation.

2.2.1 Data and Used Methods

The German Chamber of @wnerce measures business sentiment of German enterprises
doing business in China. Thimeasurement has beeone byinternetbasedsurveyson a
yearlybasesince 2001AHK, 2015, p.15). Sine 2012 the Austrian Chamber of Commerce

has also been measuribgisiness sentiment and confidence of Austrian enterprises doing
business in China. Thisas beerdone by using dasic subset of the mentioned German
questionnaire compteerted with specificAustrian questiongGlatz, 2015) The results are
publishedn the form ofa brochure as univariate or bivariate statistics

As this dataset contains responses to question®likkow i mport ant are [ pr
reasons to be ,gdHoentsiigmi ChcaaPbdare [ prede
c 0 mp a ang Soéodemographic variables liiggpe of enterprisghis datecouldi if related

to each other provide valuable information. Therefoithis dataset has been reappraised by
means omore advanced statistical methods of bivariate and multivariate nature applicable to
find answers to the research questibhe methodsapplied are dependenn the results of
reliability and validity analysis a$e preconditionsThe wsed methods ar@so dependent of

the level of dataneasurementthey include inference statistics (&quaretest, Man

Whitney-U-Test) and multivariate statistics like cluster analysis and factor analysis.
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2.2.2 Fulfiled Methodical Necessitie®f Re-Evaluation

Two prerequisitegor any re-evaluationare the examinatioof reliability andi at leastthe
internali validity of data.

Reliability of Data

One first step is to compare the two sets of data (especially the corresponding
sociodemographic variables) agytweregenerated by the same design of researbb. set

of the Austrian data consists of 58 total responseghich legal entitiesare represented as

21 % Joint Venture, 10 Representative Office, 6% WFOE", and 5% not answered.
These values are silar to the German Business Confidence Sureeg015, for instance
where the WFOE result wa® %. (AHK, 2015, p. 18). The Austrian sample subdividedan
main business activity shoveproductionof 52 %, saleswith 19 %, project/consulting/others
with 26 % and 3% were not answered. Agajnthese values are similar to the German
Business Confidence Survey2015,wherecompanies with production &dse main business
reached49 % (AHK, 2015, p. 19). If the Austrian sample is divided tm subgroups like
number of workfoce, one obtains a split of 3% for 1 to 50employeesand 60% for 50 and
more employees And again these values are similar to the German Business Confidence
Survey(AHK, 2015, p. 18), where companies with number of workforce great¢han 50
employeesvereset at63 %.

Comparison othe sociodemographic split of the Austrian resulith the German Business
Confidence Survey 2015 (based orotal sample of 439)jt is justifiable to say that the
Austrian sample is similbr structured In other wordsthe Austrian data show quite some

bexternal?

owithrrespect dobthel soctogemographic variables. The calculation of
Cronbacis Al pha with 10 items of the theme ©6c¢c
relevant® internal consistencyf the Austrian data shows an Alphith the quite acceptable

value 0f0.510.

Internal Validity of Data

The first questionn the Business Confidence Survey 2015 inquabdutthe importance of
various strategic reasons for Austrizampanies to be present in China. Substdptiater in
the questionnairé at question 10ff1 n wh a't | egal and economic

1 Wholly OwnedForeignEnterprise
12 Reliability as a measure for the tendency obtaining similar results under consistent conditions.
BYRegarding |l ater presented multivariate statistics \
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transact i o) the guestonraitaskedefdt thdype of enterprisein China. This
considerable dfierence carserve to evaluatthe necessary internal validity of datferring

to theresearclguestion.

Therefoe, it can be tested if there are any differences in the andwecempanies tdhe
guestion ofimportant reasons associated with differlegial entities. Six proposed strategic
reasons for a company to be present in China have been tested for significant differences
concerning the selected legal entity. As the level of thed@td is ordinal, one can apply the
Man-Whitney U test. H for each pair of tests states that there are no statistisajnificant
differences between Joint Ventures and Representative Offices, between Joint Ventures and
WFOEs, and between Representative Offices and WFOEs. One significant difference has
been found the difference between Joint Ventures and WFOEs when aiatiagChinese
company as a strategic partner. The following figure shows the absolute responses to

Questionone split according tahe items otype of enterprisas subgroups

4.0
Qu.1: Strategic
partnership
with Chinese
COMmpany:
Importance be
present in
China

B very imporant
important
Clnot mipariant

30

Count

210

1 ‘ |1 | \
o iy 1y T
Jaint Venture Representative Office WFIDE

Qu.14: Your company's legal entity in China

Figure 2.7: Companies:Strategic Partnership aslnitial Legal and Economic Frame
Sourceaut hor 6 s o w basad orBusiness ConfidencenSurvey 2015
The difference between Joint Ventures and WFEQE&#h a pvalue of0.003 is asymptotic
significant. Anot her step in this case 1is
i mportant, i mportant, not i mportant 0. A r

important(as the sum of very important and important) antlimportant The pvalue ofthe
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now applied hi-squaretest (likelihood) is M38. A summarized statistic stithows a
significant difference.

Based on the current discussion concerning relevance and meaning of-vidiee p
(Wasserstein & Larzar, 2018) is advisable to add informatipfor instanceto calculate the
possible size of the effect, i.e. the strengtithe phenomenon under observation. The effect
size of a rank biserial correlation according to W&hidt a relatively high r = ®1. In its
practical applicationthe strength of the correlation between Joint Venture as a legal entity
and having a strategic partneraaseason tmperaten Chinaequalsaround two thirds of the
maximum possible strengtne can draw the conclusion that théernal validity of data is

sufficientas wellto continuewith more sophisticated statistics.

2.2.3 Findings of the Executed ReEvaluation

To remember the underlying question of reseaiicivh at was (or sti | | i s
chosen or adapted entrymadeo r t he busi ness ,dnénpathnogremefnt |
research is to investigate possible connections between legal entities and facing specific
challenges. The Austrian Business Confidence Suove3015 predefined eleven challenges

for contempoary businesssin mainland China. Hengene can ask which of the challenges
correspondo each kind of legal entity. Two methods have beéthin this reevaluation

applied toreceivean answerbivariate interference statistics andutivariate statistics inthe

form of factor analysis.

Bivariate Irference Statistics

As again the level of the @.data is ordinal, one could apply the M@rhitney U test. The

threefold statistical Ho.-hypothesis for each pair of tests states that there are noicgaghif
differences between Joint Ventures and Representative Offices, between Joint Ventures and
WFOEs, and between Representative Offices and WFOEs. One significant difference has
been found concerning current challengesgain a difference between JoiMentures and

WFOEs in respect to cultural differences/workforce. The following figure shows the count of
the responses to Question 3/ Ghpéthdcoedngtehed c ul t

categories of legantities

% r =11 (2U)/n*n, , where U is the smaller of the Mathitneys U , n, und rp are sample size@Vendt,

1972).
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Sourceaut hor 6 s o w baser omBsisiness Confidemae Survey 2015

As one can seat afirst glance, the left o | uJuoint Venturéis the only oe that shows
falls underthe ca egory oOvery s i-Whitneyf U-tesiayreldsdan asynpttic Ma n
significant difference with a-palue of 0015.It has to be noted that the used verbalized scale
IS uneven in this case as wellery significant, significantand notsignificant. A simple
method toconvert this scale to an even onetascombine the first two items and call the
newly combined itensignificant This leads to a relationship ofs@ynificantresultsversus 2

not signficant resultsfor Joint Ventures and respectively 19 versus 1thacase ofthe
WFOEs. It is again advisabléo enrich the results [5]: (dhe effect size of a rank biserial
correlation with the originatlata according to Wendt is r =53. (b) The pvalue of a now
applicablechi-squareest to the summarized scale I8 ©f likelihood).

Conclusion:The nterim conclusion As thatcultural differences between therkforcesare

the currentchallenges for Joint Venture¥his meanghatthere are difficultiewithin Joint

VenturecompaniesWFOEsthemselvesre not confronted with this problem.

Multivariate Statistics to Reduce Dimensions

The number ofthe eleven predefined single challenges is quite high for such a short
guestionnaire. Eince the question arisesetherthese challengearereducible tofewer but
comprehensive challenges? And if so, is there any nexus traceable to the items of legal

entities? To answer this questi@m exploratory factor analysis of the eleven items leas b
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conducted The analysisi a principal component analysis proposes that four new
components can explain 64 of the total variance in the basic data set. Interpreting these
new components is the central task of the next @épl, 2015, p.600). Interpretation is

based on the correlation between each of the original variables and the new components. The
following table presents estimated correlations between each of the challenges and the

unobserved (new) components.

Table 2.6: L oadings ofRotated ComponentMatrix within Exploratory Factor Analysis

Rotated Component Matrix®
Component
1 2 3 4
Qu.3: Challenges: Cultural differences - marketing 179
& sales
Qu.3: Challenges: Cultural differences - workforce 323
Qu.3: Challenges: Market access barriers Jg21
Qu.3: Challenges: Quality management 541
Qu.3: Challenges: Rising costs of raw material 128
Qu.3: Challenges: Rising labor costs 107
OQu.3: Challenges: Transport & infrastructure J59
Qu.3: Challenges: Attracting & retaining staff 793
Qu.3: Challenges: Rule of law (transparency, 697
enforcement of rules and regulations)
(Qu.3: Challanges: Competition 906
Extraction Method: Principal Component Analysis. Rotation Method: Varimax with
Kaiser Normalization. a. Rotation converged in 6 iterations.

Sourcecaut hor 6 s 0 w basad omBsidinesa Confidemee SyRE15

One interpretation of these resultshs following

1. The firstcomponent is characterized by workfgre®w to attract and retaipersonnel
and their rising costs. Cldgerelated to the cultural differencés the workforce is the
(insufficient) transparency afule of law and their enforcement. A short label forsthi

components Total Chinese Workin@pecifiers

2. The second component is characterized by the structure of the market: access barriers,
problems with marketing and sales and (encompassing) cultural differences with

workforce.Thelabel for this componentan becalledDifferent Apprehension oMarket

3. The third component is characterized by rising £ostaw material, the (accompanying)
problems with transport and infrastructure and the handling of these troubling issues by

management. The label for tliemponents Material Workflow
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4. The fourth component is characterized by competition and adequate handling by
managemerdand labelledManagement in Face of Intense Competition
Further correlations between these new components reveakhthafirst and thethird
componeh are narrowly associated with each other. The new influemodel of current
challenges consists difie following factors: (a)total Chinese working specdities together
with a problematic handling of material workflow, (a)different aprehensionof how to
approach the market, (ananagingof management in face of intense competition. A
theoretical statistical tesannWhitneyU) yields a pvalue of 0015.EspeciallyWFOEs are
confronted with challenges concerning component dimea{ ChineseWorking Specifiers.
Joint Ventures howevelo notface this problemWhat do these results mean in their totality?
The pactical significancéEllis, 2015 p.292) of these results can be statedalows.
Conclusion:The interim conclusion Bs thatentirely foreignowned enterprise@VFOES)are
confronted with challenges on mational scale, i.e. challenges involving relations and

situationsoutsidethe company, challenges relatedhetotal of Chinese Workingpecifiers

Types of Bterpriseand Competition

Question 5 dealt with business competition on the Chimesket. The respondents had been

asked where the biggest competitor origindteth.

20

Qu.5: Currently, your
biggest competitor
an the Chinese
market is a company
from

159 B china

BEy

DHGI’IH Armerica, Australia,
Mew Zealand

B lapan, South Korea

Count

10

g 12

Jaint Venture

Qu.l4: Your company's legal entity in China

Representative Office WFOE

Figure 2.9: Companies:Response®f Managersto Question 5(Competition)
Sourceaut hor 6 s o0 w baserd omBsisiness Confidemae Survey 2015
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As the figureillustrates being a Joint Venture means relatively more competitiditn

Chinese companies and being a WFOE means relatively more competition with European
companies. Achi-square testvould confirm this resultthe p-value oflikelihood quotient
equals.015). But one has to be careful not to eweerpret this result becautgo many cells

within the table of contingency offer too small a Has€hereforethese responses only lead

to furtherquestiond to be researchdd the futurei associated witthe aims and motivation

of Chine® partners when establishirggJoint Ventee with a foreigncompany(an Austrian
company in this casePne of these questions may,beFr om t he si ght of a
is a Joint Venture just a mean to fight C «
considerationgprove to beapproprate, theforeign companymay then tend tdace more
challengesn an attempt taunderstand management decisidaysChinese partner On the

other handif a Chinese company establishes a Joint Venture with a foreign company for
reasons like going globalrobecoming more competitive in a general way, then the
motivational base for collaboration would probably be the same or at least santait

could lead tamore unified decisioby themanagement, providedf coursethat the foreign
company has siitar aims and motivatias

ConclusionTo avoi d pr obl etseems(toibe of great impogaace to krjow |

at least basic elementsiotheaims and motivationof Chinese partners when establishing a
Joint Venture with a foreign company.

2.2.4 Summary for the PresentThesis

Assumptionsdrawn from the Europeanstudy on internationalization oc6MEs are the

following.

1) Two important conclusions can be drawrom the general charactsits: (1)
Conducting international activities lowers most penail hindrancesImporing
seems tde theeasiest modef internationalization(2) Contrary to this phenomenpn
most establishedSME support programsoffer supportfor exporing. Even the
economis literature seems téay the focus on exportingvhen researching entry

modes of internationalization.

15 0ut of bivariate calculations no significant correlations could be found between categories of legal entity and
Consideration of reducing investmentChina within the next two years (Q.8),
Positive effects o0& ¢ 0 mgpeesencé on the Chinese market on business in other markets (Q. 10),
Specific roles (like buyer or supplier) in such a cooperation with a Chinese company (Q. 12),
Duration of yeargompany has been present on the Chinese market (Q. 21).
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2) Three conclusions can be drawn from sievey data regarding Austrian SBIE1) In
2009 Austrian SME are behind the EUaverage regarding all modes of
internationalization(2) Thetendentiafocusof Austrian SME is cooperatiorwith EU
companies(3) A striking characteristic of Austrian SMEs their use of various kirsd

of financial support when going internationahich outrankto other EUmembers

Conclusionsregarding thetype of enterprisederived from the revaluation of Austrian
Business Confidence Surve$2015 formainlandChing arethe following.

1) Austrian companies aiming at building strategic cooperatiowith Chinese
companies prefer to establish Joint Ventures. Howevidin this mutual supportive
form of doing business cultural differences between(Austriandominated)
management and workforce emerge.

2) Establishing a Joint Venture also means to be confronted with more Chinese
competitors. Henceto avoid arising prol® ms  ( A ¢ h aitl seeena tpebs ©f) |,
importance to know the basic aims of Chinese partners when establishing a Joint
Venture.

3) WFOEs, on the other handare confronted with challenges omationalscale, i.e.
challenges involving relations and situatiamgside the company. e challenges
are typically relatedavith the environment the compaoperatesn. This environment
could belabelled adlotal Chinese Workin§pecifiers

2.2.5 Deducted Modelof ReflectedAnalysis

In the final part of the present thesis, basic definitions and models for culture were compared
(see chapter 1.1 on pagd) and discgsed models of cultungere brought togethewith the
specific result of the executed-egaluationin a single model of raalysis.As shown in the
literaturereview there is a gap within the manageraatature concerning the impact of
various factors and variables in relation to strategic decisi@king of the marketrdry, the
subsequent success, encountered problerfaslare of the companyndspecifically chained
theories This integratednodel consists of the following social and individual elements and

their relations to each other:

1) Culture isseen as a socially shared inventory of values which offer orientation
(Schrage 2014, p. 254)

2) Behaviour of single persons is based ondtaslective values
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3) The behaviour of single persons often manifests in the form of patterns. Patterns show
themselves as a background structure of regularly repeated ways of doingloingot
certain activities. Patterns can be understood as the outwardly seen manifestation of a
certain culture (Hofstede 2001, p. 10).

4) These patterns nabe seen as a net of certatalimg-points assigned to each proposed
dimension of Hofstede (1994). Frothis viewpoint, patterns are part of the layer
structure of the culture model by Trompenaars and Wooliams (2005, p. 27).

5) These patterns influence the ongoing communication between members of a certain
culture. But these patterns also influence commumicatbetween members of
different cultures in a complicating wakhis is an application of system theory.

6) Managementecisions are taken by means of communication according to point 5.
Deciding isi parallel to communication on base of system theagsuned to have
procedural view. This process can be quantifiethd seen ina combination of

environmental influences amdmpanyrelevant factors

The outpuimodel of literatue-reviewand reevaluationis displayedas following

Scheme of Modeling within Complex Fields
(Example: Culture)

Environment (Society):

Culturally shared Culturally shared
VALUE 1 VALUE 2

Individualism / Collectivism
Power ]
Distance

‘ Pattern A
<1|]| b Masculinity /
Pattern B ¢ Feminity

Uncgrtaimy N \
Avoidance \ ' GG

\ , Orientation

Enterprise: o
------------- communication -

------- - decision-making e ek

Figure 2.10: Integrated Model of Environment, Culture and Enterprise / after Reviewing of
Literature and ReEvaluation of Austrian Business Confidence Survey 2015

Sourceaut hor 6 s o woutpatofiiteratue-teviewvand neevaluation
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Steps one to four in the modelling process can also be interpreted as a hierarchical application
of theories and models: Cultural theory serves as the frame, the specification of certain values
and patterns as the targets or means within convative models and decisianaking as the

final focus. Pattern$ the outwardly seen manifestation of a certain culture according to
Hofstede (2001, p. 10) are important in this model because patterns are understood to form
an essentigpart of the layerstructure of the culture model by Trompenaars and Wooliams
(2005, p. 27). To name one example of patterns: (a) Eating and discussing topics together as a
family (both male and female members as a form of commensalism) in Western and many
Asian cultures incontrast to the Arabic or Indian culture, where often raed boys eat
separated from women and girleafing with someone connotes social equality with that
per sono ( Ki t t).[Thereasert for thesé different patferns, i generalinithe

social standing

As the subject of this thesis is the entry mode into the Chinese market, which regards one
relevantdecision in the past, it is important to see the consequences of a selected entry mode.
In the outputof-literaturemodelshown abwe, the consequences are depicted in the form of

backwards loops on communication.

Decisions for internationalization are usually associatgk high uncertainty. The mode of

entry of an Austrian SME in the Chinese market and doing business fits batéfithitions

and the high degree of uncertainty these SMEs are confronted with. Strategic decisions reflect
the core interactions between an organisation and its environment. According to strategic
decisionmaking theory, these decisions show how an asgdéion handles the relationship
between organisation and environment. From an instrumental viewpoint, denekamg can

be grounded on a quantitative or a qualitative approach (within a strategic targeted
procedures) or ndie grounded on research dtlait based on decision others had taken with

a besipractice approachTherefore, the outptaf-literaturemodel is used as base to
operationalize.Empirical data gathered dog the conductedresearch will show which
approach Austrian SMEs hasgelectedn the past and which effects the decided entode

had on the companies. The aim is to measure the success of thmmed&gecision and to

come to specific conclusions and to be able to make suggestions and recommendations for

management.
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2.3 Proceduresand Methodsofthe Au t h &xecuted Survey

This sectionshowsthe input both from the developageneral and specific modef research,

the procedurdor data collection in detail, data analyaisd answers to the reseaiglestions

and validation of the hypotheselhe focus lies on the process and factors of irfiputhe
marketentry-decisionof Austrian SMEs in China and selected aspects of the consequences
(effects)

2.3.1 Implementation of Reseach Design

The pvotal elements ofa research are the research questiditsbe able to answer these
qguestionsin both an upo-date and scientific way it is advisable to clarify the used
theordical models and to shothe most importantatestresults ofscientific researchin the
field. The presentempirical study aims to provide a better understanding of the Austrian
SMEs @nternationalization process decisioamaking processsin relationto China and to
whatextentthe market entry mode in Chitas anmpacton the business performance in the
headjuartes. As the researchquestions are pivotdh a scientific processthey arestated

again below.

The following table shows théesignof researctpresented abovie concrete terms for the
four detaled researclgquestions of this thesis and the leadiegearctguestion.

Table 2.7: Design ofEmpirical Research

Questions of Theoretical On-Topic Studies Questions of Methodical
Research Model (Model (EU/2009, Question naire Commen?s for
of Research) AT/2015) Evaluation
QR1 Z | Cultural EU: barriers, | Closedended 4, | Triangulation of
information and | patterns, importing - 5, 6, 7, 910,11, | quantitative and
decision Communi- exporting- 12 qualitative results
cation difference / | Openended: 8,
decision national support- | 18
programs
QR2 z influence | Culture in | EU: importing- | Closedended: 14, | Analysing data in
of used methods | general exporting- 15,16 correlation with
difference Open:13, 18 QR3data
QR3 z influence | Communi AT: different | Closedended: 14, | Analysing data in
of chosen entry| cation challenges for Joint| 15, 16 correlation with
mode decision Ventures or WFOE | Openended: 17 QR2data
QR4 z influence | Communicati | AT: different | Closedended 14 | Emphasis on
on busines®s on challenges forJoint | Openended: gualitative data in
Ventures or WFOE | (partly 13), 17, | order to evaluate
Management in| 18, partly 19 current general
Face of Intense implications
Campetition
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LQR z SME and| Synopsis  of| AT: Cultural | 1-19; especiallyl, | Triangulation of
market entry | research in | patterns (Total | 2, 3 5, 10, 17, 18,| quantitative and
(and socio | total Chinese  Working| 19 qualitative  results
demographic Specifiers and interpretation
context) Different in the light of the
Apprehension  of context
Market)

Source: authds own constructionbasecbn questions of research amgducted mdel ofliterature

In the right column of this table, basic concepts and steps for analysis and interpretation of
gathered data and results atewn.These concepts and steps are imporfanigaining a

general view and answeaisan aggregatand comprehensivevel.

2.3.2 Operationalizing Models of Research

The above described integrated modek (shown in figureFigure 2.10 on page77) is
transfered to a g@eral model of research, containing compaxyernal, companinternal
and mixed factorsvhich influence the decisiemaking andeffectthusthe long-term success

of the companyn the market

a | Power[hstance
a::::::::q
g) I Indlwudallsmeolleciwmm
g L
g [ _ MHSCUI'"'MFEW"'W -Da#ems Indicators of success:
% | UncerlalntyAvoldance |
g - = E
Longlerm Orlentatmn = = )
[ _ = — [ — —={ Turnover
| Assumed reasons for basic decision I— Profit
[
:g: | Legal and economic framef/governance }7
£ Market
; | Participant decision-making I— share
D
é | Influence of basic decision thereafter I—
=
> Know-how
| Current influence of former stategic
decisions
| Production
e advantages
Tied-in management

Internal
factor

Figure 2.11: Generalized Modelof Researchcontaining External, Internal, Mixed Factors and
Indicators of Success
Sourceaut hor 6s construct.i

own on
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The behaviour of singlgersons often mafests in the form of patterns which can be
understood as manifestation of a certain culture (Hofstede 2001, p. TO)unravel culture
Hofstedepostulated five quaritable dimensionspower distance, individualism/collectivism,
masculhity/femininity, uncertainty avoidance and lotgym orientation (1994). These
dimensions angatternsare taken as external factors whictiluence the communication
between members of different cultur@fie lower area of theutputmodel of thdliterature-
reviewshows the interaction between communicatioth decisioamaking of managemeit

they are tied in this process.

Therefore, a specifienodel of researcthas ben developedcontaining independent and

dependentariables

Independent Varidbs

Companyinternal factoris the degree of tiedn of management in the decistomaking
process(question 4) Mixed (internal and externaljactors encompass aticipant in the
decisionmaking process for the first business connection with C{goastion 9)the legal
and economic frame for the first business transaction (questionidfivhich legal and
economic framework was the first transaction settigd®2asons for selected entry mode
(question 11 Wifiat were the reasons for the initiakrgninto the market®), influence of the
selected entry mode within the first three years (questipn\WHat was the influence of the
first market entry on the market success in Chopadurrent influence of the selected entry
mode (question 16 Wiiat wa the impact of the first market entry on your current business in
China®). The used @anpany external factor consists of iinluence of cultural difference on
the selected entry mode (question d2dw was the inflence of cultural differences on the

chosen form of the market enty

Dependent Variabk

As dependenare seerthe lusiness resultske s al e s , prof i t.Thesmaretheet s
resultsby the compan activities in the last tlee to five yearen China(question 14iWhat

haveyou achieved in the last three to five years throyghr engagement intha?).
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Tied-in management (qu.4) Turnover

Internal

Participant decision-making (qu.9)
i Profit
5
Q Legal & economic frame (qu.10) —] -
&
§ Reasons for entry mode (qu.11) > Market share
>
Influence of entry mode 3 yrs. (qu.15)
Know-how
Current influence of entry mode (qu.16)
Production
advantages

Cultural differences (qu.12)

External

Figure 2.12: Specified Model of Researchcontaining independent and @pendent Variables
Source;caut hor 6s own construction

Variables are derived from answers to specific questiB®asically, the level of measurement

is nominal (yes or ng)except for thelata from question 16 \What was the influence of the
first market entry on the market success in Chingguestion16 ( \What was the impact of
the first market entry on your current business in Chinafidd question12( i How was
influence of cultural differences on the chosen form of the marketoehtiyg cultural
differences lie in the focus of the currestudy, stastical tests likeanalysis of variance

(ANOVA) could be performed with the data of question 12.

2.3.3 Used Methodsfor Data Collection and Data Analysis

The methodfor collecting empirical data was an electraiig suppoted internetbased

survey.The kasic t®l for dataanalysiswasthe statistical software package SPSS 20.

ResearclPhases oSurvey Austrian Smadind MediumSized Enterprises

Two different phases ofmpiricalresearch can béistinguishedi(a) collecting data and (b)
analysing and interpreting datauring the first phasgthree different method®r accessing
the targetgroup were used All of them wereappliedin cooperation with theAustrian

Chamber of Commerd@VvKO).
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1) 330emaik weresent out to ali in the Austrian Chamber of Commeroegistered
firms active in the Chinese markéfthey were asked toapticipate in theinternet
basedsurvey, see appendix Two additionalreminderemailsto the same population
had been seim two-weeksintervals.

2) The newsl etter by tShhea n ¢#adibsiiary afghe WK@, st r i
contained some information about this study and a link tontieenetbasedsurvey,
see appendix C.

3) Two presentation and discussion forums in Vienna with the spa | i ssues o0C
the New Normalityd and OForum Exportd

potential respondents. These forums had also been organized by the WKO.

After some testingthe surveywentonline from Februaryl18" until Juy 6", 2016 Based on

the research questioresxecutives of Austrian firms (SMESs) already engaged in the Chinese
market werethe targetgroup The title pagesubstantiatedhat all informationwould be
handled confidentially and that each partiataadthe possibilityof receivinga management
summary after the studyas finished

Internet baseduestionnairdn More Detall

The web-basedquestionnaire contained 19 questions containing both ckrsgeldquestions
and operendedquestions gllowing freeresponse)For more detailsseeAppendix C: Survey
Austrian SME2016/ Questionnairen pagel60. Of 19 questions in totall4 were closed

ended questionahich consisted of yes/no, rtiple-choice and scaleduestions. Five open

ended questions were complgtanstructured.
The questionnaire can bkevidedinto four main sections:

1) Sociodemographimformation concerning the enterprigkthe respondent.

2) Processesf information andlecisions relevant for the entry into the Chinese market

3) Possible impacts of the entry mode through cultural differences and encountered
hindrances in the beginning

4) Resultsof the entry modeboth for the Chineseaffiliate and perceivedrepercussions

for the headquartsin Austria.

Recommendationbased orexperienceand questionsegardingthe current situation of the
A Ne w N o rcongpletel thg guestionnaireThe total number of respondents with valid
input was 86
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Realized Sample
This chapter describes batte relation othe basideature of this doctoral thesis (size class)

with the total univers (population) of Austrian SM&and some additional characteristics of

the sample.

2.3.4 Population and Characteristics of theRealizedSample

Comparisonf Sample tehe Population
Question 1( libw many employeedid your companyhavein 2015? 0of the questionnaire

asked for the number of employaaghe enterprise in the year 201But of 86 set of data
the size clasof micro is represented by 2%ets, the size classof small by 10 setsthe size
classof mediumsizedby 15 setsandthe size clasf large by 33 sets. Three sets of data
contained no informatioim the variable size classFor statistical reasorand for drawing
conclusionsit is important to segossible differences between the tataivere and the
realized sampleBelow, there is a table containing shares of thasic population(both

imports and exportgnd sharebased orthe sample (columon the right).

Table 2.8: Population and SampleStructure - Comparison

: Import from China | Export to China | Sample of Study
Size Cl base:
ize Class (base 2013 2013 2016
number of enterprises)
% % %
Total 100 100 100
0/1-9 59 28 29
10 - 49 23 28 12
50 - 249 12 27 17
(SME 0 - 249) (93) (83) (60)
250 and more 7 17 38
Missing 0 0 3
Source: Statistik Austria, Leistungend Strukturstatistikmport and Exporfor size classe@013
and Sample of Study(016

As one can sedhere isa distortion (bias) in the samplemall and mediursized enterprises
areunderepresented, large enterprises are @gesentedl’he onclusionsfor the analyses
arethat, (1) asthe focus of this thesis is on SMEhe focus ofanalysingthe resultsalsolies
onthesizec | a misr@te mediurssized. Therefar, N((SME) = 53 forthis evaluation. (2) As
there are similarities betwedhe size classs of mediumsized and largésee for instance
chapter2.1.2 The AustrianEngagement ihnternationalizatioron page64) one caralsolook
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i with considerablecaution of coursei atfigures of the largelass sizesegmentTherefoe,
in this contextit is alwaysnecessary to state on which ground analyses and conclusoas
conducted and drawn

Further Characteristics

The respondentserealso asked when their first Chinese busirggs=rationhad beerstarted.
The overall resu$ (n = 77)arethat25 % hadstarted in the years be®1989, 38% between
1990 and 2009and 38% between 2010 and 2016. The split by size class results in the

following table

Table 2.9: Austrian Firms with start of Business in China groupedby Size Class

F1 Size classes 4 items * Q5: Year of first business in China, categorized Crosstabulation
0Q5: Year of first business in China,
categorized
1990 -
bis 1989 2009 2010-2016 Total
F1 Size 1-9 Count 3 5 16 24
i'ﬁrf:;i % within F1 Size 12,5% 20,8% 66.7%  100,0%
classes 4 items
10 - Count 1 4 5 10
49 % within F1 Size 10,0% 40,0% 50,0%  100,0%
classes 4 items
50 - Count 3 7 2 12
249 % within F1 Size 25,0% 58,3% 16,7%  100,0%
classes 4 items
250+ Count 12 13 3] 31
% within F1 Size 38.7% 41,9% 19,4% 100,0%
classes 4 items
Total Count 19 29 29 77
% within F1 Size 24.7% 37.7% 37.7% 100,0%
classes 4 items
Symmetric Measures
Asymp. Sud.
Value Error® ADDrox. T Approx. Sig.
Ordinal by Ordinal Kendall's tau-c -.382 094 -4,052 ,000
N of Valid Cases 77
a. Mot assuming the null hypothesis.
b. Using the asymptotic standard error assuming the null hypothesis.

Source: authads own construction based on author's conducted survey

The difference betweensize classes arsignificant The larger the enterprisewere, the
earlier thestart ofbusinessoperation in China had taken platke smaller a comparwas,
the later the starhad taken placeThe strength of correlation ist middle ©.382). In
conclusion, Austrian SME had started businessperations in @Gina rather later,

predominantly in more recent year
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The rext step is tolook at who the respondents of the study wexewhich level of
management thegperated.To get anoverview, the predefinedfunctions arepooledat two
levels: the frst level of managemen{the sum of companymanagemeneand managing
directors)andthe secondevel of managemer{sum of all others)A crosstabulatiorof this

calculatedcategoricapooledvariableyields the results shown the following table.

Table 2.10: Austrian Firms, grouped by SizeCategories

Case Processing Summary

Cases
Valid Missing Total
M Percent M Percent M Percent
F1 5ize classes 4 items 81 94 2% 5 5.8% 86 100,0%

* F3_Function Categories

F1l Size classes 4 items * F3_Function Categories Crosstabulation

F3_Function Categories
Second Lewvel

First Level of of
Management Management Toral
F1 Size 1-9 Count 18 7 25
classes P ;
4 % within F_l Size 72,0% 28,0% 100,0%
items classes 4 items
10 - 49 Count 5 5 10
% within F1 Size 50,0% 50,0% 100,0%
classes 4 items
50 - 249 Count 3 11 14
% within F1 Size 21.,4% 78.,6% 100,0%
classes 4 items
250+ Count 2 30 32
% within F1 Size 6,2% 93,8% 100,0%
classes 4 items
Total Count 28 53 81
% within F1 Size 34,6% 65 ,4% 100,0%
classes 4 items
Symmetric Measures
Asymp. 5td.
Value Error® Approx. Th Approx. Sig.
Ordinal by Ordinal Kendall's tau-c 613 ,0982 6,692 ,000

M of Valid Cases 81

a. Not assuming the null hypothesis.
b. Using the asymptotic standard error assuming the null hypothesis.

Sourceaut hor 6 s o0 wbased omasthorswcanductes survey

As one can seenicro SMEs are more represented the first level of managememhereas
large enterprises afar more representedt the second level of management. This diffieee
is significant. he adequateeffect sizefor rectangular crosstablsendalls tauc is 0613,

which means that the strength of tmnectedness geat
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The split of the sample insubgroups by economic sects the following:44 % businesgo-
businessgoods like machineryl4 % consumergoods and 426 services Crosstabulation
with size class leads to the following table

Table 2.11: Austrian Firms grouped by EconomicSectorand Size Class

F1 Size classes 4 items * F2_Branche Crosstabulation
F2_Branche
Business-to-
business goods Consumer Rights or
(mashinery,..) goods Services Total
F1 Size 1-9 Count 5 & 16 25
gasses % within F1 Size 20,0% 16,0% 64,0%  100,0%
classes 4 items
10 - 49 Count 5 3 2 10
% within F1 Size 50,0% 30,0% 20,0% 100,0%
classes 4 items
50 - 249 Count 7 3 & 14
% within F1 5ize 50,0% 21.4% 28.6% 100,0%
classes 4 items
250+ Count 18 1 11 30
% within F1 Size 60,0% 3,3% 36,7% 100,0%
classes 4 items
Total Count 35 11 33 79
% within F1 Size 44.3% 13,9% 41,8% 100,0%
classes 4 items

Chi-SquareTest: Likelihood Ratio0,013; effectsize Cramess V: 0,308

Sourcecaut hor 6 s o0 wbasad omasthorswcanductes survey
The chisquare testeveals that there is a significant differerbmween all samples of the
population.Large enterprises produce rhawries whereassmall enterprises offer services.

The strength of this association (as Craim®&F shows) is middle.

2.3.5 Four Main Summariesfor the PresentThesis

Four summarieswithin the following areascould be drawn at the end ofthis empirical

subchapteof introduction

1. Areaof bias in the samplesmall and mediursized enterprises are less represented,
large enterprises are overrepresented. Therefore, in this ganiextlways necessary
to state on whichaseanalysesvere conductednd conclusiondrawn

2. Area of special responderiisharacteistics: (a) the larger the enterprisegere, the
earlierthe start of businesgperations had taken pladbe smaller a companyas,the
later the starthad taken place(b) The smaller a companywas, the moreit was

representeat first level managementhe larger an enterprisewas, the moreit was
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representedt second level management) The smallera companywas, the more
likely it offered services the largeran enterprisewas, the morelikely it offered
businesgo-businesgproducts.

. General methodical issue:he term SME (small and mediumsized enterprise) i
denotingdifferencesbetweenentaprisesi is not suited to stand alon@hereis a
methodical problemwith this definition of classes of enterpriseShe definition
distinguishes enterprises an axis of small to largeand cuts off the large segment.
One glance at the small and medisiped enterprises suffices to realize that this
approach of categorisation is somewhat artificial and truncated, as many
characteristis of SMEs are opposed to those of large enterprises and vice versa

. Methodical issue fofurther analyses in this doctoral thege)the sze classof micro
andthesize clas®f smallare mergedto one size clasgb)A contrasting comparison
betweena twofoldsplit betweenSMEs and large enterprisesan prove to béruitful

for the following chaptersf analysis
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3 EMPIRICAL ANALYSES OF INFLUENCING FACTORS

AND DEVELOPMENT OF AN INTEGRATED MODEL

3.1 Information and Decision-Making Process forMarket Entry

The first researchquestion RQ1) reads fiWhat was the information and decisiomaking

process in the companies for the market entry in Chke® oData for answeringRQ1

derivesfrom answers tahe questions ( \Which were the main sourcesiaformation for the

deci sion of the ma(\Vke was iavolved in therates<dh geneeath@ )

and analysg the possile business relationships witthita® ,)8 ( Ifiyou rememberwhat

was the besnhformation before you came toh®ad pnd9 ( \Who or what was important in

the decisiormaking process for thdirst business relationship in htha# )of the

guestonnaire

3.1.1 Process of nformation-Seeking ard Analysis

Questiongd AWhi ch were the main sources of i

n

C h pfferad?twe)ve predefined answewshich could beansweredn multiple ways.

The following diagram shows the results ftbe subgroupsof SMEs (1-249 employeesand

large enterprises (250+ employees)

Austrian Federal Ministry for Europe, Integration g™ 1° in %, multiple answers, 2016, n=74

Austrian Chamber of Commerce (WKO) [ s 66
Chinese native speaker NG
Contacts at fairs / information by traders _39
Austrian companics [ amm—" 34
Professional magazines or newspapers | WLV
Business consultant [0 30
Surveys, scientific work [ 16
Legal advisors YT 23
Organisations of the EU US
Cultural advisors e 10
German or Swiss companies F 10 ® SME ™ Large E

0 10 20 30 40 5 60 70 8 9 100

Figure 3.1: Main Sources oflnformation Basedfor M arket Entry Decision
Sourceaut hor 6 s o wbased omasthorswcanductes survey
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There are two mainnformation sources ér SMEs. the Austrian Chamber of Commerce
(WKO) with 66 % of agreementamong respondentand anative Chinesewith 61 %.
Additionally, approximatelyone out of thregespondentsused information from traders
establishedcontactsat afair or had been informed by other Austrian companiés profile
of large enterprises differsignificantly from the SMEs @rofile insofar asthe WKO (chi-
squaretest with pvalue 0f0.013) and Austrian firms (chisquaretest with pvalue of 0039)
are lessimportant Consultantsof different kind play a greater rol& the company seeks

information before takinghe entrydecision.

As another partofthp hase &6i nf or mati on a rnwdreadkedccwhalthen g 6
main participants of informain researctandthe analyss of possible busines®lationswere
Question 7( A was involved in therocess of generating and anatgs the possile

business relationships witthha® pffered eleven predefined answers.

Company management [ &
Sales / Marketing e 9
Managing directors | 00— 78
Owner [ T . 74
Native Chinese speaking person [ 36

Chinese company [INEG_——*
Austrian Chamber of Commerce (WKO) I 22
Best Practice at other companies [ o

External consultants TS — 22
Projectteam [T —7 S

Finance / Controlling %’ in %, multiple answers, 2016, n=71

0 10 20 30 40 50 60 70 80 9% 100

Figure 3.2: Main Participants of Information Research andAnalysis
Sourceaut hor 6 s o wbased omasthorswcanductes survey

In total, thereare threeessentiadifferences for information research and analysegarding
SMEs and large enterprises:

1 329 accumulatedtotal percentagepoints over all questionsaccountfor SMEs, as
opposed tat21 accumulategercentageointsfor large enterpriseslhis meanghat

largecompaniegngage far more in doing research andlyss.
1 Large enterprisesiore ofterestablishprojed-teams

9 Large enterprises useore external consultants.
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These three differences letdthe conclusion that SME€arry outless research arahalysing

of possible businegglations than large enterprises

To go into depth participantswere asked to name the bespurce ofinformation they had
found before th@ market entry into ChinaOne of the subjeedpecific question was open
ended. 38 respondents out of 8Mdicated two or threeitems as their best sotce of
information. Total answers(SMEs plus large enterprisesye categorized and shovim the

following figure.
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Figure 3.3: BestSources ofl nformati on Before Market E ntry Decision
Sourcecaut hor 6 s o wbasad omasthorswcanductes survey

It is interesting thathefirst two ranks of the most valuable sowsoé information are outside

of the companyExperiences of third persorand Information from Chinese peoplée-irst-

hand experience of managers/employeiethe deciding enterprise, followed Iystitutions
(WKO mainly) an institution which is either at least neutral or supporting the efforts of the

enterpriserank third and fourthDetailed aswersregardingmportant categories are

The categoryExperiencesof third personsincludes fiPersonal contact of the
consuma)expéri ence made bnl),iGerman andtaianmp a n i
manufactur er sm5)piRummas hameuwuty 0s ((o5),8Vesssofpr o] e

nonChinesel r adrelB)® 0P rfiof essi onal s nf4d0)om t he i nd:1
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The categorynformationfrom Chinese peoplencludes Pdtential|[Chines¢p ar t ner s ¢
n79)Chifmese peopn7ed),iiCr ieMmerislt partner of eriploge (n
65, Chi nese tr addi(nd3)drii loonc &dlo n@Qtkiom&H.e partn

The categoryFirst-hand experience of managers/employeesompassef@Previous
experiences as viger esi dent of anot hemn29cPerasngn ail
contacts withrepresentative®f a Chinee c o mp an 4 @) ,( -exXp&ienceks by
extensive travels inSoutheast Asia n G) or fiOnsite research by production

ma n a gné8l).o (

On the right of thepreceding diagramone can observewo attributes whichcould be
assignd to manyitems (categories) on tHeft side.One attribute is interpretatively called
goal-oriented.

Thetotal of assignment$or the first attributas 31 %. This attributereflectsthe rational and
standardextbook wayof entering a foreign market: havirspecified targets;omplementary
strategies, doing market research, evaltiaeesultsetc. Hergone can find statements like
AWhere are @uirWhaathe additonmals profit after establishing a local
representaiobn? fAWh a t ar e nhiRe Pdiential lofsnraketcOmpetition, possible

part fnerg)s oiAf i nanci nm60) otr a xfiecso,u nltawod r(eports by

compet(n8or so

In contrast to thdirst attribute mentioned abovethe somewhat antagonistic attribuie
accidental, contingentThe total of assignments for this i26 %. This attribute shows
coincidental wayf going to China like (not specifidly planned) meetings with possible
traders or partners on fair trades or having an employee whose partner is okGhiias
Going to Chinaoften results from the businessoperationsdone so far, as a simple
consequencef previous products or servicedfered Here one can find statements like

A Our ¢ ust oGhisaandwe followed hom, it was not really a strategic decision, but
simply noticingandgrabbingab usi ness o9 r t uio&@binawid existing
cust omer s a8l )a inguuiespf pateatialdustomers n 41).

Some heoretical noteseed to be made at this poifitie terns complexity anatontingency
are essential in Luhmaréa systera theory. According tohim, the complexity of systems
limits the ability to connect elements of the systenth other elementsThis leadsto
selectios which manifesin the form ofconcretestatugs,a situation which could have arisen
vice versaln the endorderis establishefior some timeas atype offixed form of complexity

(Luhmann 1997, p137). All this is done orthe essentiabaseof communicatiorcontaining
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no subjects at als formulatedor the model relevantfor this thesis (se€ommunicatn

within the System Theorpn page38). In conclusion the contingentaspect of receiving

(contingent) information could be seenaiitonsiderable number ahswerdo question8 ( fi | f

you remembermnyvhat was the begtformation before you came tchiha7 )

The interim conclusion runsvhen applying the method of open quesitig which leads to

spontaneous (and perhaps deep reaching) anstvbesomes clear thatften notso clearly

separated processesme up,such asseeking information at firstanalysingthe datain a

secondstep,andtakingdecisiors in thethird. Instexd there is @aendentialcontinuouschain of

steps, which start contingently by chance and leaa riealized market entry in China in the

end.

Some nethodlogcal noteshave to be madein order to discover general trends is

advisable to summarize certain d@fdasserstein & Larzar, 2016)herefore we will look at

the sociodemographic dafeom question 3 Whatf unct i on

do

you

have

and sumnarize itin two classesThus, themanagement o& company ad the managing

directors will becomethe First Level Managementdistribution, marketing,finance,

controlling, coordination of foreign businessnd the other respondentswill become the

SecondLevel ManagementWhen doing thisand now boking at theSME respondent®f

only question eightone finds asurprisingrelationship between thaccidental, contingent

attribute and the two different lewebf managementsee significant differences irthe

following table.

Table 3.1: Managers andAttribute A ccidental, groupedby L evel ofManagement

Crosstab

F3 Function Categories

First Level of Second Level of

% within F3_Function Categories

100,0%

100,0%

Management ~ Management Total
Attribute not true Count 16 20 36
accidental, % within F3_Function Categories
contingent 61,5% 87,0% 73,5%
true Count 10 3 13
% within F3 Function Categories 38.5% 13,0% 26.5%
Total Count 26 23 49

100,0%

Sourceeaut hor 6s

0 w based omaathior'sicanducted survey
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The first level of managemeifidr more oftendescribes ways of getting information (and
deciding about going to China or not) bwoticing and seizing accidentdly offered
opportunities 39 % of first level managers say so in contrast t®d8econd level managers.
The pvalue of achi-square tesis 0.040, the associateaffect size phi =0.287, which also
hintsata medium strength of cohesioh further in-degh interpretationcannotbe conducted
at this pointasthere could be many possihiés: (a) first level managers are more confident
andtherefore tell the trutlevenif it is the oppositef what a textbookrecommeng(b) first
level manageroversee important processof the whole business and aiteereforein a
postion to tell what really happeal, () after the decisive seizing of adental opportunities
by first level managersecond level manageasebusy withimplementing allor someof the

recommended strategical and reseanglntedactions when entering a foreign market

3.1.2 Process oDecisionMaking

Question § AN or what was important in the decisioraking process for thierst business
relationship in @ina7 )dealt with the final process of decidinglhe aswers forthe
predefined optionscan be seen in the following figure, where SMEly answers are

confrorted with answers from larganterprise respondents.

Company management ‘ 68
Ovree I s
Sales / Marketing [y — 56
Chinese conpeny |
Native Chinese speaking person m 32
External consultant [ |3 24

Austrian Chamber of Commerce (WKQ) m 14
Best Practice at other companies E =

i ' 16
Finance / Controlling g u SME B LargeE
Decision-making-body (group) Fo g in %, multiple answers, 2016, n=68

f W 20 30 40 3 &0 70 30 W 100

Figure 3.4: Main participants of Decisionabout First BusinessRelations

Sourcecaut hor 6 s o0 wbasad omasthorswcanductes survey
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Justby looking at the differences between S§i&nd large enterprises, one noticed,tira
large enterprisesmore persons or institutiorsre involved when decidingaboutthe first
businesselations(308 pointsthan in SME (241 points).

We will now look at the singleitems of deciding participanté\s one could have expected,
both the management the company and the owner play the main roles in deciding about
internationalization.In large companiesthe head of distribution and marketing aa¢so
involved in this fundamental decisionSomewhat less but also involved are Chenes
companies, native Chinesand consultast from outside the firm.One would not have
expected that thesgersonsare involved in the basic decision. Goals and interests eof th
Chine® companies anthesepeoplei to some extergxcluded fronthe decidingenterprisd

might not overlap withthegoals and interests of the decidenerprise

These unexpected results can be interpreted in various waysuefayithin the process of
deciding the enterprisatending to enter the Chinese market is not independent from sources
outside the enterprise, (H)is resultmay bebased on an insufficieigt formulated question,

wherewords likedinald e ¢ i wdremissirg in the questionnaire

3.1.3 Summary

A summary of these resulis which simultan®udy corresponds taesearch question one
(QRL WHhat was the information and decisionaking process in the companies for the
market entry in Chinéke? Ycannow be made.

The single processes of seeking informati@nalysingit and making decisi@with respect
to going to Chinaare often not separated. Moregvessentialinformation sourcesand
partidpants in theanalyss processof possible business relations stem fromsaié the
enterprise.These includeconveyedexperience of third persongformation presentedby
Chinesenatives various chambey®f commerce or external consultantiscannot beruled
out that these sources and participantshe different phases of the procedso follow their
own interests and goals, which may be different fronttleem p a.Especsl§y the very fst
steps ofgoing to China can be attributed roughly equalimportanceto two antagonistic
dimensional dtibutes:the rational and goalriented textbooklike way or the contingent,

coincidental an@pportunityseizingway.

The rational way of informatieseekinganalyss andthedeciding process is characterized by
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1 The Austrian chamber of commer@&KO) asasource of information,

1 General managemenbwnes of the company and relevant directors of distributio
and marketing as participants both in the informatieaking proces$or conducting

market studieand in thefinal deciding process

The contigent way of the informatioeeeking analysis and the deciding process is
characterized bya) experiences of third persgn) information andparticipationin the
overall procesof Chinesenativesand potential Chinese partneend (c)going along as

situationsarise

3.2 Used Methodsand Proceduresfor Market Entry

The secondesearclguestion (R2) readsit Wh at  \wgactoftthie esed methods atitk
decisionmaking processnb usi nes s dev el The dia fortanswenniRQAis na ? o
mainly gatheredrom answers t@uestionslO ( ifi which legal and economic framework was

the first transaction settled?)questionll ( \What were the reasons for the initial entry into

the market® andquestionl2( A Ho w w a $nce di eulturattifierenges on the chosen

form of the market entdy Jand partly from the opeended questio® ( fi | f you r eme

what was the besformation before you came tchda7 bf the questionnaire

3.2.1 SelectedBasefor First Transaction

The results for questiod0, Aln whatlegal and economic framework did the initial transaction
t ak e pseemctodh® quite easy to understa8id% of respondents optddr direct export

to Ching 28 % for an easier und almost rigiee transactiorin the form ofindirect expor via
third parties to Chinaand 28% for other forms of transactionQuite impressivig, 10 % of
transactionsvascarried outon the baseof a more difficultcriterioni an alreadyestablished

joint venture(see following figurg
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(Qu. 10, true in %; 2016, n=68 / SME + large E.)
28

( ( ) = Indirect export via
: third parties to
China

Direct export to
China
31 31 Joint Venture

other

10

Figure 3.5: Legal and Economic DecisionBasefor First Business in China
Sourceaa ut h o r onstruatiombased an author's conducted survey

However,39 interviewedpersonout of 86(45 % of the respondentsnarked eitheotheror
bypassed this questioA subgroupingof these respondents lyanches shows significant
differenceg(chi-square test p-value of 0003), with quite astrongassociatior(Cramers V =
0.376), seealsothe following tabé.

Table 3.2: Marking Others or Bypassing Rrst Business groupedby Branch

Q10: marking other or bypassing first business * F2_Branche Crosstabulation
F2_Branche
business-to-
business goods
(mashinery, rights and
efc.) consumer goods services Total
Q10: marking  export or joint Count 26 8 12 46
other or venture marked % within F2_Branche 74.3% 2.7% 36.4% 58.2%
byp?ssing first other markedor  Count 9 3 21 33
business
bypassed % within F2_Branche 25.7% 27,3% 63,6% 41,8%
Total Count 35 1 33 79
% within F2_Branche 100,0% 100,0% 100,0% 100,0%

Sourceaut hor 6 s o wbasad omasthorscanductes survey

Onre interpretationof these results is thator the economic sectaights and serviceghe
predefined answenserenot specifically suied The termé&xpors & usually associated with
material goods ahnot with immaterial goodsOperatingin this economic sectpbusiness
seems t@o byother terms and circumstances.
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As for methodological remask the first two options of the predefined answeatsectly
addressed expat the third optionaddressed exportsidirectly. Therefore, there is a
possibility that repondents merely concentrated on expofike easier way of starting
internationalizing business namely importingi coul d have been out
focus. Consequentlyit is most probable that the resulfathered from the answers ttoese

questiors applyto exporting

The interimcondusion for the first(exporting)transactions thatthreeout of ten enterprises
used a conveniemtndpossiblynearlyrisk-free way of exporting indirectly via third parties to
China agheirfirst transactionThreeout of ten enterpriseshoseto takeconsiderable risk and
exported to Chinalreadyin thar first transaction. Oneut of ten enterprises seemed to have
started by establishing a joint venturetlasbaseof the first transactionf-or threeout of ten
respondentshe formulated questiomd themultiple-choiceoptions did not suiin the way
they had been formulatédrespondents may not hadeown exactly whatwas referred to
wi t Hasedd the first transactiohor their companiead already maintainedbusiness
relationswith China for eécades (seéor instancethe resultof questions).

3.2.2 Reasonsand Factorsfor Selected Market Entry

Question1l ( What were the reasons for the initial entry into the madkégdesalt with
proposed reasons for thiest selected modus of market entry. The following figure shows the
resultssubgroupedoy SME-only and large enterprises.

Low risk of this market entry modus
Necessary to involve a Chinese partner
Fastest possible market entry

Lowest resource requirements

Good experiences with market entry in other markets

Modus of entry is oriented on other firms # SME

W Large E

High adaptability

sl . 6
Most effective control of China engagement &

—
N
A
o
w
A
N

-5 5 5 65 75

2 3 4
In %, multiple answers, 2016, n=66

Figure 3.6: Reasons forSelectingM ode ofFirst Market Entry
Source:a u t hown dbrsstuction,based on author's conducted survey
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Thetwo most important reasons feelection of a modey SMEs Low risk of selected market
entry mode(56 % of all respondents)\ecessity of involving Chines partnéts %). To a
lesser degreemportant reason$or SMEs are Fastest pssible market entrg36 %) and

Lowest resource requiremen{s7 %).

As the diagram already showibere are two signidant differences between SMBNd large
enterprisesiarge enterprises prefePositive experiece with this sgcific market entry in
other market$36 %) andMost effective control of China engagem@a %).

Table 3.3: Austrian Firms and dgnificant Subgroupings of DecisionM aking Reasons

Crosstab
F1 Size Class SME Large
SME (1-249) large (250+) Total
F11_reason: not Count 36 16 52
Good selected  of within F1 Size Class
expericences SME + Large 87.8% 64,0% 78,8%
with market  selected  Count 5 9 14
entry in other . .
% within F1 Size Class
markets SME + Large 12,2% 36,0% 21,2%
Total Count 41 25 66
% within F1 Size Class
SME + Large 100,059 100,0% 100,0%
Chi-square test / p-value = 023, effect size phi= 282
Crosstab
F1 Size Class SME Large
SME (1-249) large (250+) Total
F11_reason: not Count 38 16 54
Most effective selected o, within F1 Size Class
control of China SME + Large 92,7% 64,0% 81,8%
engagemeant selected Count 3 ] 12
% within F1 Size Class
SME + Large 7.3% 36,0% 18,2%
Total Count 41 25 66
% within F1 Size Class
SME & | ame 100,0% 100,0% 100,0%

Chi-zgquare test'p-value = 004, effect size phi= 361

Sourceaut hor 6 s o wbased omasthorscanductes survey
These two reasonalso highlight different capabilitiesand different priorities of large
enterprises in comparison to SEIE can be assumed thexperiences regardinga specific
modeof market entryexist in large companie#t is dso reasonable thahe importance of

controllingsubsidiaries is more emphasized in large companies than is.SME

Also, the eight predefined reasons aré groupedy branch and by level of management.

Only one out ofthesel6 tests proved tchavea significant differencethe reasond~astest

99



possible market entéyis especially important for usinesgo-business enterprises. When
testingchi-squarethe calculated waluewas0.055 Cramets V as a measure of the strength
of cohesion can beatedasmiddle (0296) (see following table

Table 3.4: Austrian Firms and dgnificant Subgroupings of Reason 'FastesPossibleM arket
Entry' , groupedby Branch

Crosstab
F2_Branche
business-to-
business goods
(mashinery, efc.) = consumer goods  rights and services Total
F11_reason: not selected Count 13 7 17 37
Fastest possible % within F2_Branche 41,9% 77,8% 68,0% 56,9%
market entry selected Count 18 2 8 28
% within F2_Branche 58,1% 22,2% 32,0% 431%
Total Count 31 9 25 65
% within F2_Branche 100,0% 100,0% 100,0% 100,0%

Sourcecaut hor 6 s 0 wbased omasthorswcanducted survey

It seems that speed is not so important for consumer goaetgarprise®offering rights ad
servicesbut it is absolutly relevant forinvestment goods like machinery.

To gain relevant informationfrom data gathered fromsmaller samplesit is valuable to
aggregate detailed dagha moregeneral level. Ashe datagained from answers tguestion
10 (i which legal and economic framework was the first transaction seitledii
economicabasefor decision aboufirst business in China) are essentiatéeearch question
two, datafor expors have been aggregated tteei t e m g ghe peo gdint venturd
remainsas it is, other itemsvere neglected. There is one intetiag piece ofinformation
revealedby crosstabulation aflata from questiodl ( \What were the reasons for the initial
entry into the market? and the aggregatedriableExport/Joint Venture

Table 3.5: Austrian Firms and ResourceRequirements, groupedby Export/Joint Venture

Crosstab

Qu10_Legal Base categorized

Export Joint Venture Total
Qu11_Reason: notselected Count 29 2 31
Low resource % within Qu10_Legal
requirements Base categorized 72,5% 28,6% 66,0%
selected Count 11 5 16
% within Qu10_Legal 27 5% 71.4% 34.0%

Base categorized
Total Count 40 7 47
% within Qu10_Legal
Base categorized
Chi-square test p-value= 0.028, effect sizephi = 0.330
Sourceaut hor 6 s o0 wbased omasthorswcanductes survey

100

100,0% 100,0% 100,0%




A relevant reason for establishingGhinesejoint venture isLow resource requirements.
Interim conclusionsfor reasonsconcerning the modus of first market entge that, in
comparison,reasons ofSMEs to extend business operations to Chara evenly spread
betweenlow risk, (legal) necessity thave a Chinese partndastest possible market entry
and lowest resource requiremeriisach SME seemed to haiie own main reasodepending

on the specificsituation and goals the compamasaiming at. SME do notagree withthe
two main reasons large enterprises oftéaite.Large enterprises use experience from other
marketentriesand they also wish to control newly founded subsigi&aA relevant reason for

establishing a Chinese joint venture is Low resource requirements.

The assumption that cultural factorsaplayanimportant rolewhenchaoosing the mod of
market entryhas been operationalized partly throughestion 12 {@What influence did
cultural differences have on the chosen form of the market®jitifhe respondersthad to

marka point on a scale witkix partitions, fromvery littleto very strongnfluence.

The following figure shows the resulits form of arithmethic meansThe respectivetables
can be found in the appendix on pdg®. The overall arithmetic mean is83. Thisgeneral
central tendency liemear the scaling pointather strong[influence]. As there are two
significant differences when applying ana$ysf variance the following figure is alsosub

groupedby level of management ary branch.

Total
very strong ing'luence

5
3.81

Second level of management Consumer goods

2,78

3,61

First level of management Business-to-business goods

446

Rights and services

Qu. 12, arithm. means, subgroups, 2016, n=64 Level of mangement @ Branche

Figure 3.7: Influence of Cultural Differences on Market Entry grouped by Lebel of
Management and Economic Sector
Scale froml = very little influence to 6 = very strong influence.
Sourceaut hor 6 s o wbased omasthorsweanducted survey
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This spider diagramsshowsthe subgroujing of the management level (green area) on the left
andthe subgroupingof the economic sector (branchie red on the right. The meaof the
first level of managemer(#.38) is by one scaling interval higher than the medithe second
level of managemeniVith respect to branckethe biggest impactan be found in the branch
of rights and services @6). The nterpretations thatboth the first level of management and
the branchof rights and serviceare confrontedvith the challenges locatl especially outside
the enterprisedt is an essential part of theab to look outside the company.

One methodologicahnd precautiousemarkshouldbe stated herelhere is an overlapping
zone betweenthe first level of management antie branchof rights and servicedn the
sample 14 persons (436 of respondents/rights and services) belong to the first level of
managementThis share is greater th#me corresponding shares for consumer good$4B7

or businesdo-business goods (Z&). Therefore the same 14 respondents are assigned both
to first level management and to branch services and gdodsrcumvent such problemis

IS sometimes useful to use multivariate statistics. This nmteansorethan two variableand

their mutual influencera calculated simultaneousli€lusteringdataas a example for this

problemis shown in the following subchapter.

3.2.3 Multivariate Cluster Analysis: Two Different Types of Enterprises

If oneconsiders ®2, A What was the i nfl uennhedecistohmakinge u s
procesonbusi ness devel angtheamswersitauestibhsiOnld &d12 in
combination then one can ask how the respondents (companies) can be growueth a

way that members of one group are similar to each othediasiiniar to members of other

groups. In short, one can ask what gypecompanies can be detectddthis type ofclusterirg

according tadis/similaritiesis called multivariate cluster analysis.

The parametesrof the realized cluster analysase tenvariables served as inguhealgorithm
was a twestep hierarchical clusteringhe output wee two clusterson the baseof n=65
containing both SME and large enterprisése average silhouette measure of cairesi
(similarity) and separation (dissimilay) was 03, which can beateda s i fThe imosb .
important variables can be seen as predictor variables. Ircdldslation,the influence of

various predictortooks asshown inthe followingdiagram
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Qull_Reason: Low risk of this
market entry form

Qull_Reason: Fastest
possible market entry

Q10_framework: Legal and
economic conditions

Qull_Reason: High
adaptability

Qull_Reason: Effective
control of business in China

Q12_Cultural influence ‘

Qull_Reason: Low resource
requirements

Qull_Reason: Good
experience with market entry
in other markets

Qull_Reason: Necessity to
involve a Chinese partner

Qull_Reason: Market entry is
oriented to that of another
company

- T T 1 T
0.0 0.2 0.4 06 0.8 1.0

Figure 3.8: Predictor Variables in Respect to Ralized Cluster Analyss
Coefficientfrom 0,0 to 1,0
Sourceia ut h or 6 structiow,based omasthor's conducted survey

The two most important reasotieat predictpertinence t@ cluster aré.ow risk of this market
entry formwith an importancecoefficient of 100 and Fastest possible market entwith a
coefficient of 0.85. The next most important cluster liegal and economic conditions as
frameworkwith 0.50. Overall the importance ofCultural influence with a coefficient of

0.13, israther small fis variesaccording tahe clusterof course.

The output of the performediuster analysis arewb different types of enterprisesith
approximately equal shareSlusteronecovers 51% of the samplewith n = 65, cluster two
covers49 %. Cluster one can bkabelled controllers with few prerequisites cluster twg

strategicalaccompishers.In detail,they can be described fmlows.

1 Controllers with fewrequirementsare characterizedyy two main properties:(1) a
strong dedication to effectively control Chinese busiraesk (2)a comparatively low
estimation of thenfluenceof cultural difference (arithmetic mean of.832). The term
controlling here seems to benore associatewith the Germanterm fiKontrolleo,

meaning rather epost factaand not to govern or navigate ex ante

9 Strategicalaccomplisher$ they could also bealledii e n t r e @ir, anrthe athers
hand are characterized by mamyotivesor requirementsnearly all inputvariables
were markedas truein this cluster.The main reasons for the kind of market entry

selectedreaches fromidLow riskdt oFastest possible entryp r Higldh adaptabity§
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even if these requirementgerfere with eaclotheratan overall levelAlso, members
of this cluster estimate the influence of cultural differencesparatively stronger
(arithmetic mean of 46).

The results oftte most important predictorariables can besee in appendix C on pagk73
With respect tosociodemographic variablegshe variable cluster presentsignificant

differencesonly for the variable branch:

Table 3.6: Austrian Firms and Named Clustersgrouped by Branch

Crosstab
F2 Branche
Business-to-business
goods (mashinery,..) Consumer goods = Rights or services Total
Controllers with ~ Count 11 7 15 33
few % within TwoStep Cluster ) . . .
DITEqUITEMmEnts  Nymber 33,3% 21,2% 45,5% 100,0%
Strategical Count 20 y) 9 31
accomplishers % within TwoStep Cluster
64,5% 6,5% 29,0% 100,0%
Number
Count 31 9 24 64
% within TwoStep Cluster
48,4% 14,1% 37,5% 100,0%
Number

Chi-square tedt ikelihoodratio p-value =0.030, with middleeffect size Cramés V =0.327
Sourceaut hor 6 s o wbasad omasthorswcanductes survey

This difference is an important oreusinesso-business enterprises offer special products to
other companiethat produceconcrete producthemselvesBusinesso-business enterprises
shouldsimply do research, define requiremerasd have strategical plans. On the otiesrd,
enterprises offiéng rights or services find themselves in a far less stringent situation. They

offer products which are applicabtéfor many branches.

There are twamther significant differencebetween thb two clustergenerated byrocedual
data which onfirms the content of clusters

(A) The first differencea considerable number afespondentseither marked the
predefi ned (questonl6, niniddiohtldya and economic framework was
the first transaction settled? or bypassed the whole question at all. Nafvone

cros®s variableclusterfor theserespondentghe following tablas the result.
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Table 3.7: Austrian Firms and Named Cluster groupedby Ma r k iOt dy gdr Bypassing

Crosstab
TwoStep Cluster Number
Controllers Accomplishers Total
Q10: Marking  export or Count 15 31 46
'other’ or joint venture o4 within Q10:
bypassing marked  Marking 'other' or 32,6% 67,4% 100,0%
que.stion first bypassing question
pusiness other marked Count 18 1 19
orbypassed o5 within Q10:

Marking ‘other' or 94,7% 5,3% 100,0%

bypassing question
Total Count 33 32 65

% within Q10:

Marking ‘other’ or 50,8% 49,2% 100,0%

bypassing question

Chi-square tegtikelihoodratio p-value = Q000; with large (!) effectsizePhi =1 0.565
Sourcecaut hor 6 s 0 wbased omasthorswcanducter survey

As shown above, members of the clugtecomplishersare to agreatextentbusinesdo-
business enterprises atitbse whaplananddecidethe first kind of businessperationin
China. They either decide to do exporing or to establish a joint venturewhereas
controllers more or lessrely on unpredictedevents Sq their legal and economic

framework for doing business in Chineas less certain or planned in detalil.

(B) The second differends thatspontareous answers to questi@(best information for
market entry) could be assignedtie dimensional attributef *goal-oriented*.Now,

if one crossesariablecluster by thosanswersthe following tables the result.

Table 3.8: Austrian Firms and Named Cluster grouped by Dimension Goal-Oriented

Crosstab

TwoStep Cluster Number

Controllers Accomplisher Total
Attribute goal- not true Count 23 15 38
oriented % within Attribute
0, 0, 0,
goal-oriented 60,5% 39,5% 100,0%
true Count 10 17 27
% within Attribute 37 0% 63.0% 100.0%

goal-criented
Total Count 33 32 65

% within Attribute

. 50,8% 49,2% 100,0%
goal-oriented

Chi-square tedt.ikelihoodratio p-value =0.061; withweakeffect size Phi $.232
Sourceaut hor 6 s o0 wbased omasthorswcanductes survey
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Again, this cross tabulatiorclearly indicates the main characteristic @afcomplisherswith

their inclination tevarddefininggoals and tryng to reach them.

The interim conclusionafter obtaining the results of clusterings that two somewhat
antagonistic groups of enterprises are detectabtmtrollers with fewrequirementsand
Strategical accomplisherLControllers exhibit a dedication to effectively control Chinese
businessthey also rate thenfluenceof cultural differencesas rather low. Accomplishers
howeverexhibit definite requirements for market entry, reaching filloow risk to Fastest
possible entryand High adaptabilityas the main reasons for the kind of entsglected

Accomplishers rate cultural influensas rather strong.

3.2.4 Summary

A shortsummaryof the mainresultsi which simultaneously corresponds to the answer of the
research questiotwo (RQ2: A Wh at  wnapactot theeused methods artkde decision

making processnb usi ness develiogsfalbwst i n China??d

1) There is no domina option that is thebaseof decisionfor the first (exporting)
transactionEach ompanyseemed ta@hoose the option whichestsuited a specific
situation’ onetook no risksat all, another company took riskn one case, another
companyhad already started to establishjant venture with a Chinese partnand
other companiead already had business relations for decades @armhot tell
specifially whatwasthe baseof decision for thevery first business transaction.

2) Respondents rate thmpactof cultural differencessrather strong Especially fist
level managemententerprises offering rights and servicemnd the cluster of

Accomplishers rateulturaldifferencesas substantial.

3) The reasondor selecting themode of first market entryare comparatively evenly
spread betweethe different categories dbw risks for SMEs (legal) necessity to
have a Chinese partner, fastest possible market entry and lowest resource
requirements. Each SME seemed to have its own main refsmndingon the

specific situabn and goals the compamasaiming at

4) A multivariate cluster analysishighlights the continuously foundreak between
companies. Two somewhat antagonistic clusterere detected the group of
Controllers with fewrequirementsand the group ofStrategicd Accomplishersor

Entrepreneurs
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3.3 Impact of ChosenMarket Entry on BusinessPerformance

As theresults andheinterpretation oRQ3 andRQ4 areintertwined, both research questions

are treated in this subchapt@&he third question of researcRQ3) reads iWhat aspects of

the chosen or adapted entry mode had an impamt are still impactingi on business
devel op me n.tTheichta to®eanalysedvas gatheredspecially fromthe answers to

the questions 13, 14 andl5. The fourth question of rese&rdRQ4) reads fiWhat is the
repercussive impact of the market entry in China on business development in the
headquarte® Data come from gestion 16 \What was the impact of the first market entry

on your current business in ChiggRuestionl7 ( \Whatrepercussions had the selected type

of the first mark entry to the company in Austdagnd to a certain degree from questidh

and interdependenciegth other data

3.3.1 Encountered Difficulties

This part of thesurveystartswith an operended question. Rponderg should be free and
not be influencedor biasedby previouslymentioned subjectgl7 persoa gaveanswers. This
is substantially more thathere wereanswersto the operended question eightvhere 38
personggaveanswers fodmost valable sourcef informatioré There is als a difference in
quantities 598 words for question 13\{hat were the difficulties with the realization of the
first business, the first sales to ChidaYersus 487 words for question eightence the
encountered ifficulties seem to beonsiderablymorevivid and embeddeth memorythan
important sarcesof informationin the researching phaser the market entryThe coded

categories of the answers to question 13 is shown ifollibe/ing diagram.
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& Qu.13, categories true in % of 86;
- 7 SME+large E; 2016, n/answering=47

Figure 3.9: Difficulties in R ealizing thenitial B usiness in China
Sourcecaut hor 6 s o0 wbased omasthorswcanducted survey

This diagram presentso partly surprising resultg-irst, thecategoryLanguageand writing
problemsdid not have therelevancewhich is usually gien to this difficulty. Secondthe
categoryCultural differencess by far the most important one. Furthermore, if one subsumes
the categoryLack of mutual trusand Great time delaysogether withCultural differences
under thenew supecategoryCultural differences andamifications éee dark redolumnsin

the diagramabove, this supercategorycovers 10(percentaggoints.This sum is roughly the
same as the sum of all other ggiges together (10gercentag@oints).

Answersby the respondents shewthe importance of the supeategory which especially

exhibits challenges when executing the first busiogssationin China

1) Cultural differencesfimanyc ul t ur al (IDo), 1 d e sostiesnecessitpnd
no willingness ofpr of essi onal teclimiocalr assspaireac )
Ahi gh expect atpadgnerogethdr witham enrel@iility of éhis partner
t o stick t o c ommoIb), fiindo mmi migpe nitid&bh Th &y o
particularly strong st28)femicoapdivagdel] €éj n e
approach towards problem solution, risk managemenpand per qual ity ¢

37),finecessity of indispensable patiencea negot i4@.t i onso (1D

2) Lack of mutual trusti Tr ust wort hi ness of Chinese bu

suppliersp (| DiLittleé Gignesty about the situation as it is nowi from the
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Chi nese siid e-ooesuniing Ae@qgtiations with the custnfalthough an
invitation tonegotiatewasi s s u e d ). dhis(lackDpf nuigl trust caslsobe seen
in answers which recommeradsolution forthese difficultiesito find the rightlocal
part ner [ 2,(3) DN fifBculties] i whimsical, but we have chosen a good
partneo (I D 84) .

3) Greattime delaysi| engt hy [ pr ocRedrumansgnot (tliDme3 2d e |

AThings wusually take51l)ongfeThethduwr aptliaonnn e

making process of the Chinese partn 0 6 ) D A Chi nese cust omel

to decvfleo (I D

From a business point of view is noteworthyto see whanarksthis supercategory:ithefirst
level of management, as the following table shows

Table 3.9: Austrian Firms in Super Category &ultural Differencesdgroupedby L evelof

Management
Q13 Supercategory: cultural difficulties + no mutual trust + great time delays * F3_Function Categories Crosstabulation
F3_Function Categories
First Level of Second Level of
Management Management Total
Q13 Supercategory: not true Count 12 41 53
cultural difficulties + 9% within F3 Function
Ino mutual trust + Categories - 42,9% 77,4% 65,4%
ereat time delays true Count 16 12 28
% within F3_Function
. 57,1% 22,6% 34,6%
Categories
Total Count 28 53 81
% within F3_Function
.7 100,0% 100,0% 100,0%
Categories

Chi-squaretest,p-value: 0.002, effect sizgphi = - 0.345
Sourcecaut hor 6 s o wbased omasthorscanductes survey
57 % of respondents ahe first level of managementcprporate management erecutive
board) markd this category,compared with 2346 of the second levebf managementThis
difference is significant and shows a middle strength of associ&@mporate management
or theexecutiveboardnotice ths difficulty first hand. The conclusion that it is their duty to
tackle this higHevel problemcan be drawn

1 From a theoretical point of viewthese culturaprone results are interpreted as
follows. Two striking features of theseiltural difficultiesaggravatehe importancé

their vaguenessombined with their frequency of occurrendée process of solving
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cultural difficulties shouldhot be delegated to lower management levigshnicians

or even clerks
1 Language and writingroblems are naitthe very heart of cultural difficulties.

1 The special categoi@reat time delaysan be assigndabtht o Hof st ededés u
avoidance i how far feel people threatened by unknown situatioagdt o Hal | 0
polychromic conceptyvhich arebothvalid for Chinese culture.

3.3.2 Achievementsby Market Entry

As for the results of the engagement in China, we asked what had been achieved in the last
three tofive yearsin the questioned enterprisda an overall view forSMEsonly versus

large enterprisesesults areéhosepresented in the following diagram.

None ﬂfﬂ'lc Elh{!l‘-"l': l 4 " Cu. 14, in %, multiple answers, 2016, n=66

B SME B Large E
Lower production costs - :%

Higher market share F T
Leap ahead of european competitors ‘ “
Better utilization of existing capacities _3:? 7
Expansion of know-how 1 19
Higher profit |
Higher salcs [N e

] 10 20 o 4l 50 60 T0 KO 90 100

Figure 3.10: Companies:Achievementsin the Lag Three to Five Years in China
Sourceaut hor s own constructi on, based on a

Achievement®f SMEs (seered lines)are rather brogdrom higher sales teapingahead of
European competitors. For large enterprigdsoks similar with two exceptionshigher sales

andhigher market share:

1 76 % of respondents from large enterprisearkedHigher Sales whereas 4% of
SME respondentsarked this option. fiis is significantthe di-squargestyieldsa p-
valueof .013onesided with ameasire for association of phi 8.269 which can be

attributed as average strength
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1 68 % of respondents from large enterprises markigher market share whereas
22% SME respondents marked this optiohhis is significant the di-squaretest
yields a p-value of 0.000 onesided with a measre for association of phi 6.457,

which can be attributed asore tharaverage strength

If we remembelQR3 71 impact of the chosen entry modéhenit is necessary to link the
achievements with various entry modes. As the realized sasn@ther small than large, the
variable entry modeo thebaseof first busines®perationin China- question tenyhould be

used in the aggregate option, where the item export is fused, the item joint venture left as it is
and not s p eatbrdughtirdo cdlonlatibndsmg thisnaggregate variabkaree out

of eight options for questn 14 fiWhat have you achieved in the last three to five years

through your egagement in @ina®) show significant differences

1) Exporting ismore associatedvith Higher Saleghan joint venture witthigher sales

(chi-square testalue= 0.039, effect size phi =0.307),

2) Exporting is more associated witleaping ahead of European competittiianjoint
venture with Leaping ahead of European competiichssquare testpalue= 0.026
effect size phi = 0.259),

3) Joint venture is more associated wikpansion of knovow than exporting with

Expansion of knowow (chi-square testpalue= 0.019, effect size phi = 0.355).

The last mentionedsignificant difference is shown in absolute and relative figures as a

crosstab in the following table.

Table 3.10: Know-How Expansion of Austrian Firms, grouped by Legal Base

Crosstab
Qu10_Legal Base categorized
Export Joint Venture Total
Qu14 success: not selected Count 30 2 32
Expansion of % within Qu10_Legal
_— 0, 0, 0,
know-how Base categorized 75,0% 28,6% 68,1%
selected Count 10 5 15
% within Qu10_Legal 25.0% 71 4% 31 9%
Base categorized R e =R
Total Count 40 7 47
% within Qu10_Legal 100.0% 100.0% 100.0%
Base categorized ' ' '

Chi-square test ywalue 0.019, effect sizehi =71 0.355
Sourceaut hor 6 s o wbased omasthorsicanductes survey
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The interim conclusion is thahe relativéy easier wayof exportirg hasthe two additional
advantges of achieving higher sales and leaping ahead of European compEstaldishing
a joint venture with a Chinese partiasthe advantage of kmehow expansion.

3.3.3 Impact of Chosen Market Entry on Businessin China

Regardinghe outcomeof the engagement in Chinae askedvhatinfluence theirst market
entry had hadon theoutcomes This was done oithe baseof two questionsquestion 15
( What was the influence of the first market entry on the market success in &Himited

theimpact of the first chosen market enimythe first three years, question (L&@Vhatwas the
impact of the first market entry on your current business in CaiggRkedfor the impact on
current businesg-or each questigra six-part impactscalewas offered, rangingrom very

little to very strong

When aalysingthe answers tboth quesons it became eviderthata considerable number
of managers did not answiresequestionsFurther analysis reveals that especially managers
of the second level did noéspond(cross taulaing, for instance question 16 with level of
management: 14 of 16 neasponsalatacorrespondo managers of second level. Thisais
significantchi-squareestdifferencewith a pvalue 0f0.027 and effect size phi®230).This

is plausible because it can be assumetrttanagers of the second leeélendo nothave the
historical and general overview afbusinessin addition this result addshusto a content
reliability of the set of data.

Impactin the First Three Years

Below, the resultdor impact in the first three years can be foumdorm of a semandleaf
plot. It is adisplaying tool of EDA (Exploratory Data Analysigtach part of the scale is
representedrertically by numbes ascendingfrom one to six, each case (marked by the

respondents) is represented horizontally 6 0 6 .

As one can see, the distribution of the answers tends towards higher stages (stems). Therefore,
it is understandable that the median is 4.00 and the arithmetic mean is 3.72, with a standard
error of mean =0.162. The statistical measure skewness-@%179, which means, that the
lower (minor) stages are somewhat longer. Another measure dégmee of a distributional
being tailedis curtosis. In this case, it 80,798, which indicates that the outliers are
somewhat pronounced. In conclusion, the chosen market entry had had an impact in the first
three years and it tends towards the verbalisedridgginer strong
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Frequency Stem & Leaf
2,00 1. 00
11,00 2 . 00000000000
13,00 3 . 0000000000000
17,00 4 . 00000000000000000
16,00 5 . 0000000000000000
4,00 6 . 0000

Stem width: 1

Each leaf: 1l case(s)

Figure 3.11: Impact of First Market Entry on ChineseBusinesswithin the First Three Years
Sourcecaut hor 6 s o wBurveydustsan EMER01E lmased on aalue scale from very
little (1) to very strongg)
If one distinguishes the two interesting subgroofpSSMESs and large enterpriseasignificant
difference appearSMEs show an arithmetic mean of09, whereas large enterpriseshibit
a mean o8.23 (for detailed statistical measuresgeappendix D on pagé&77). The following

diagrampresents two boxplots for the subgroopSEMs and large enterprises

three years

Qul5 Impact of first market entry within the first

1 —_—

SME-Z]I—EA*J] large {|25[)+)
F1 Size Class SME Large

Figure 3.12: Valued Impact on ChineseBusinessof First Market Entry within the First T hree
Yearsgrouped by SMEs and L arge Enterprises
Sourcecaut hor 6 s o wsuneyAudriam SMEst2016ased on aalue scale from very
little (1) to very strong®)
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These boxplots show quartilegth the arihmetic mean at the border betwespartile two
and threeThe answers b$sME managersencompasshe complete scaleneaningone can
find every stage of the scal@he arswers from managers of large enterprises are less
distributed, they rangiom scalepoint one to ede point five. An independent samples test
in the case of question Aata( \What was the influence of the first market entry on the
market success in China?shows equal variances and signifid¢ardifferent meandor the

subgoupsof SMEs and large enterprisgseefirst linesof following tablg.

Table 3.11: Group Statistics and SamplesTest for Variables (Question 15 andl6)

Group Statistics

F1 Size Class SME Large N Mean Std. Deviation Std. Error Mean
Qu15 Impact of first market  SME (1-249) 41 4,00 1,285 201
entry within the first three large (250+)
years 22 3,23 1,152 ,246
Qu16 Current impact of first SME (1-249) 40 393 1.385 219
market entry

large (250+) 22 3,32 1,211 258

Independent Samples Test

Levene's Test for
Equality of Variances t-test for Equality of Means

Interval of the
Sig. (2- Mean  Std. Error Difference
F Sig. t df tailed)  Difference Difference Lower Upper

Qu15 Impact of Equal
first market variances 071 791 2,357 61 022 173 ,328 17 1,428
entry within the assumed
first three years Equal
variances not 2,437 47,315 ,019 773 317 135 1,411
assumed
Qu16 Current  Equal
impact of first  variances AT7 675 1,724 60 ,090 ,607 ,352 -,007 1,311
market entry  assumed
Equal
variances not 1,793 48,559 079 ,607 ,338 -,073 1,287
assumed

Sourceaut hor 6 s o wibased oraaluescale ftomvery little (1) to very stron¢b)

The p-values are 0022 and 0.019, the effect size (hsthe absolute difference between the
means)= 0.77, whichis not far fromthe whole part of the scaleThus the strength of the

association is quitiarge

In conclusion SMEs were impacted to a greater extbygtthe chosen kind of market eyin

the first three yearthan large enterprises
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Current Impact

Question 16( \What was the impact of the first market entry on your current business in
China® psked for the impact on current businésgain, for each question a spart impact

scalewas offered, ranging fronvery little (1) to very strong(6). Below, the resultsare
illustrated in the form of a semandleaf plot. And as above, ach part of he scale is
represented vertically by numiseascending fronone to six, each case (marked by the
respondents) i s r eprDestsbation of cbspdndendsarnsveers loalds| y  a

follows.

Frequency Stem & Leaf
1,00 1. 0
14,00 2 . 00000000000000
12,00 3 . 000000000000
17,00 4 . 00000000000000000
11,00 5 . 00000000000
7,00 & . 0000000

Stem width: 1

Each leaf: 1l case(s)

Figure 3.13: Valued I mpact of First Market Entry on Current Chinese Business
Sourceaut hor 6 s o wbased omasdlue scald frioro very littl§ {o very strong®)

One can see that none of the managers marked éhkest poskle part of the scaleThe
medianof the shown distributiors 4.00, the arithmetic mean is AL, with a standard error of
mean = QL71 Curtosisis -0.960, which indicates thalata quite far fronthe central tendency
are pronouncedin conclusion the chosen market entrgtill has considerabléempact on

current ChinesbusinessThe data clearly point to the strong side of the scale.

Once more, fi one distinguishes the two subgroups SMEs and large enterprises, a
difference becomes apparenSMEs show an arithmetic mean of.93, whereas large
enterprises showne 0f3.32 (see detailed statistical measures in appendix D onpéagend
following pag9. Thediagrambelow presentswo boxplots for the subgroupd SMEsand

large enterprises.
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Qu16 Current impact of first market entry

1 —_—

SMEllI~245)) large ZIZSO +)
F1 Size Class SME Large

Figure 3.14: Valued Impact on Current Chinese Business ofrirst Market Entry
Sourceaut hor 6 s o0 w basedom a ‘wiug soate framovery littld)to very strongq)

Again, there are similadistributional characteristicsvith question16-data( \What was the
impact of the first market entry on your current business in Chia8was the caswith
questionl5-data( \What was the influence of the first market entry on the market success in
China® .) Answersfrom SME managers are more spread than ansvrera managers of
large enterprisesanagersThe boxplot orthe right shows that large enterpristaareone

sided in comparison tthe twosided view of SME datalhe associated steandleaf plots

show these various profgéelearly.

Fl_Size Class_Kat2 = SME (1-249) Fl Size Class KatZ = large (250+)
Frequency  Stem & Leaf Fregquency Stem & Leaf
1:33 p 0 7,00 2 . 0000000
7,00 2 . 0000000 00 zZ .
,00 2. 6,00 3 . 000000
6,00 3. 000000 , 00 3.
,00 3. 5,00 4 . 00000
12,33 j . 000000000000 00 4 .
. .
8,00 5 . 00000000 3,00 5« 000
00 5 . 00 5 .
6,00 6 . 000000 1,00 6. 0
Stem width: 1 Stem width: 1
Each leaf: 1 case(s) Each leaf: 1 case(s)

Figure 3.15: Valued Impact of First Market Entry on Current Chinese Business
Sourceaut hor 6 s 0 wbased omavdlue scald fioro very littlg fo very strong®)
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When calculatingthe meandor the subgroup®f SMEs and large enterprisesnanagers of
SMEs said thatthey are more influenced by the first market entry than managers of large
enterprisegseefollowing table.

Table 3.12: Current Impact of First Market Entry (Question 16)

Group Statistics
F1 Size Classes SME and Iarge E. N Mean Std. Deviation Std. Error Mean
Qu16 Current  SME (1-249) 40 393 1385 219
impact of first ’ ' ’
large (250+
market entry ge (250+) 29 3,32 211 258

Sourceeaut hor 6 s 0 wnbasedon a Yalueuscate framnvétte (1) to verystrong 6)

The mearvalueof being influenced by the first market entry for S84&3.93, which means
rather strong for large enterprisest is 3.32, which is near the scaling poirdther less
strong An independent samples test in the case of quedffetata shows similar to
questionl5 datai equal variances, but the different means of the subgtmanesthep-values
of 0.090 and0.079 which arenot significant at the 36 level. They missd this conventional
limit (see the secontines in Table 3.11 on pagelld). The effect size d (athe absolute
difference between the means) 1) which is Bghtly above halfthe itemsof the scale (te

strength of the association can be interpreted as midellgting the result into context

together with the outcomes of questibh i this can be taken as evidence that SN
influenced moreheavily than large enterpriseduring theyearsafter starting busines

China by thevery kind oftheir first market entry

The interim conclusion is thagain, SME wereinfluencedto a greater exterity the chosen
kind of market entrywith respect to currg business in China, but the difference to large
enterprises is nasgreat as the difference had been in the first three yearss Skén to

have recovered lost ground to a certain degree.

Influence by process of decision

Above it has been showshat tre impact of the chosen market enByNow it is possible to

link theseoutcomes withthe data of question niné\(ho was involved in the decisianaking
process for the first business relationshipAd question tenir{ which legal and economic
frameworkwasthe first business carried out®jth the current impact of first market entry
(question 16 Wifiat was the impact of the first market entry on your current business in
China?d).
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To analysethis, ttestson a5 % significance levelvere performed athe data of question 16
are intervalscaled No associatiorof the data gained fromuestion teranswerqon the base
of expors or joint venturg with question 16data (current impact)could be found. One
significant associationof question nine datanivolvement in the decisiemaking process)
could be foundif respondentiadmarkedinstitutionalizeddecisiongroup, then a significant

higher current impact could be four{dee tabldelow).

Table 3.13: Current Impact of First Market Entry (Question 16)

Group Statistics
F9_Decision: Institutionalized Group of
Decision N Mean Std. Deviation Std. Error Mean
Qu16 Current selected 5 4,60 548 245
impact of first
marketentry Nt selected 57 3,63 1,371 182

Sourceaut hor 6 s o0 wbased omasltiersaale from eany littlel] to verystrong 6)

Out of ten predefined options for the decision proctss highest detectable mean i§Q}
The statistical measuremenrdse as followsVariancesare notequal (due to Levens test) with
F=4.449, thep-value ofthet-test for the equality ahemears, shown in the tables 0,011

Now, what type of compary establiskes this which processof decisioamaking? The

following table shows that large enterprisieghis.

Table 3.14: Institutionalized Group of Decision in Case oDecisionM aking grouped by Size

Class
Crosstab
F9 Decision: Insitutionalized Group of
Decision
selected non selected Total
F1 Size SME (1-249) Count 1 42 43
Classes SME % within F9_Decision:
Large Insitutionalized Group of 20,0% 66,7% 63,2%
Decision
large (250+) Count 4 21 25
% within F9_Decision:
Insitutionalized Group of 80,0% 33,3% 36,8%
Decision
Total Count 5 63 68
% within F9_Decision:
Insitutionalized Group of 100,0% 100,0% 100,0%
Decision

p-value =0.039, effect size phi 50,253
Sourceaut hor 6 s o wbased omasthorswcanductesd survey
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The interim conclusion is thastablising a group for the decisiemaking process offers a
good chanceof gaining long-lasting effects.Especially large enterprises establish such
groups, SMEdo so (very) infrequentlyA word of cautions in orderhere The baseof these
calculations is rather small. These results should be t@kgnas a hint to investigate in this

relation on a broaddase

3.3.4 Repercussive Influences oMarket Entry on Austrian Companies

The most import outcomeof engagement in Chinaould be possible repercussions on
Austriancomparmes in the long run. Thereforejnderquestion 174 \WWhat repercussions had

the selectedype of the first mark entry to the company in Austig?espondents were
askedi What repercussions did the c¢chosdonthef or m
company in Austria? Were there lotegm repercussior’s B9 respondents answered this
openended questioThe answers angresentedeparatly for SMEs and large enterprisel

the following diagramthe categories for SM&are illustrated

Production: better utilization, faster and more efficiently I 7
Better assessment of the market by headquarter IR <
Good partnership with Chinese companies IR 3
Now worldwide sales possible G 2
Better product development [N 2
Cultural experiences [ 2
Return on valuable know-how [N 2
Norepercussions [ |2
Improvement of company-image I |

0 1 2 3 B 5 6 7 8
Open-ended question 17, answers of SME only, 2016, n=18

Figure 3.16. Repercussions ofSpecific Kinds of Market Entry for SMEs
Sourceaut hor 6 s o0 wbased omasthorswcanductes survey

No repercussionst all were reportedby two SME managersfor instancei No coar s e
repercussions on the A6 SMErmaragers ceponed spositive (|
repercussions, none reported negatigpercussionsPositive effects coveespeciallytwo

main business areaqroducton and assessment of markdbr example fifast efficient to

produce. The assembling and the sale tgkdsace only i n, EGCapacot
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expansion and capacity coverage, positive unit effects] ( Iobi VBi)t h t he act ue
entry in China, it was easier for the headquarterAustria to assess the situation in the
market and thus make stgtcally decisive decisions. In addition, the market feedback from

the focus marken China could increasingly bedorporated into product develoge n t . [ €]
(ID 3).

Oneexample for the category alltural experiencess, fiexperiencein the cultural seor.

The first entry is importantbut not tooimportant as framework conditions change very
quickly 7 unlikei n  Au st 49). @ne example for the category of return of valuable
know-howis, A Empl| oyees had to deal knowietigh isalsogand t p
for ot her c oThendiagrane athe regelciBon8re¢vealedby the respondents
working forlarge enterprises looks somewhat differdain that of SMEs.

Now worldwide sales possible _ 5

No repercussions 3

Faster and more efficient production [N 3

Products and projects available with global sourcing 3

Team building with chinese partner [ !
The early start of the market was beneficial - 1

This form should not be used a second time - no positive effects J !

0 1 2 3 “ 5 6 7 8

Open-ended question 17, answers of large enterprises, 2016, n=13

Figure 3.17: Reperaussions ofSpecific Kinds of Market Entry for Larger Enterprises
Sourceaut hor 6 s o0 wbased omasthorswcanducted survey

The dminant categorywith five classificationsis Now worldwide salegare] possible
Production isimportant for large enterprisesFaster and more efficient productidike
AfReverse engineering, y ou oc a(nl &=dIFductsbandi | d
projects [are now] available with global sourcinggether amount for six classifications.

Three managers oéilge enterpriseeportNo repercussiom r A Har dly any rep
to the chosen joint vl1é).rOhecleaty ndgativerepaacnssgionhso w r i
mentionedfi T h at t[bf marketfeotny]should not be used a second time as itraitl

achieve the desiDiddd positive effectso (
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The interim conclusion is thabsitive repercussions f@MEs could be fond particularlyin
the field of production and marketssessmentwhereas positive repercussions for large
enterprisesefer toa global worldview.

3.3.5 Validation of Hypotheses

Main hypothesis H

HypothesisH reads fiThe management of cultural value factors has a positive impact to the
success of market entryTo test Hthe statistical method dinear regression has been used.
For operatiomlizing question 12(i ldw was the inflence of cultural differences on the
chosen form of the market endjycan be understood as independemtiable, question 15

(A Wich influence had the first kind aharket entry on the success ihi@a) can be
understood as dependent variaflee resuliof the regression analysis in form of lineatigy

shown in thdollowing plot.

Table 3.15: RegressionAnalysis Summary of Model

Comected | Standard Error of
Model R R-Quadrat| R-Quadrat Estimators

1 , 2817 0,079 0,064 1,243

a. Independent Variable: (Konstannte), Q12_Cultural Influence

b. Dependent Variable: Q15 _Impact of first market entry within
the first three years

Source: authors own outpstlectionpased on author's conducted survey

The coefficient of determinatiofn-quadrat) ashe proportion of the variance in the dependent
variable(question 15}hat is predictable from the independent varighleestion 12)s rather
low: 0.079 or in theadjustedform 0.064.But the calculationof variance (ANOVA) reveals
neverthelessignificance: The score for F 5,235 and associatedvalue (type | error is
lower than 5%)s 0.026 see the upper part dfe following table. This p-valueis below the
conventional level of significance of .0bhe further calculationsshowthat bothcoefficients
show significant pvalues 0.000 for theconstantand 0026 for theincreasement, see the
lower part of the following table.
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Table 3.16: Regression Analysis, Analysis of Variance and Coefficients

ANOVA®
Sum of Mean of
Modell sguares df sguares F 5ig.
1 Regression B.095 1 8,095 5,235 Jo2e"
Non standarized 94,318 651 1,546
residua
total 102,413 62

Koeffizienten®

a. Dependent Variable: Quls Impact of first market entry within the first three years
b. Independent Variable : (Konstante), Ql12_Cultural influence

Standar
dized
Mon standardized Coeffizi 95,0% conficence
Coeffizient enten intervalle for B
Regression
coeffizient standard Lowwer Upper
Modell B error Beta T Sig. limit limit
1 (Konsta 2,820 427 6,598 L0000 1.966 3,675
nte)
Ql2_Cu 238 104 281 2,288 026 L0030 L4465
ltural
influenc
e

a. Dependent Variable: Quls Impact of first market entry within the first three years

Thus the formula for thestraight liney = a + bx is y= 2,820 + 0,238xhis is to be
interpreted:One step higher on thescale (independent variable = question 15 = impact of
first market entry within the first three yearsyults in a quarter step higherpact of cultural

Sourceaut hor 6 s

influence(questionl?2).

To indicate the goodness of fit of thisgression analysisis important to check the residuals
and to see thdeviation (variance) of the estimated values compared toliberved values.
These differenceshould occur at random and rnaally distributed. Tie following figure

showsstandardized residuals.

0 w, based omaathior'sicanductes survey
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Figure 3.18 RegressionAnalysis; Distribution of Standardized Residuals
Sourcecaut hor 6 s o0 wbased omasthorsonductedsurvey

The figure can be interpreted in two ways: (a) there is a normal distribution with outliers, (b)
there is no normal distributiorAs the number of the sample (n=63) is rather small in
comparison to large studigsvhere distributions showthemselves more expressette

researcher tends to choose interpretation (a).

Résumé Data show a significant dependency of the two variakldh a rather low
determinatn of coefficients.Data of question 12( fiol# was the inflence of cultural
differences on the chosen form of the market eénthavean effect on dataf question 15
( What was the influence of the first market entry on the market success in &hina?

Therefore, the main hypothesissHould not be discardethdcan be maintained.

Subhypothesis Fa
Sub hypothesis & readsiiThe more enterprises acquire cultural knbew the better are the

key performance indicators like turnover, profit, markbare and utilization of existing
production capacitie8.To test Ha data of question 14 \What haveyou achieved in the last
three to five years througyour engagement in Idna®) hasbeen usedQuestion 14 offered
multiple nominations/answers.h e ans wer @ E xhpoawsoassumed toadpredenmt o w

the additionalbusinessknowledge obtained witlthe business activities in Chindhis
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business knowledge isadely connected with cultural periencesduring this periodAs the
scales of the tested variables are dichotormmminal, chisquaretests can be used in the
mode ofFi s her 0 s EXbg2tablesIToesresultfpovalues and effect sizesf the

testsare shown below.

Table 3.17: Hypothesis Ha: IndependentQui-Square-Tests

Interpretation
Phi (effect size) of effect size
(Cohen, 1988)

p-value [one- Significance
sided) yves/no

Expansion of
Enow-how * 053 [ves) 232 low
Higher turnover

Expansion of
Enow-how * 043 YEs 242 low
Higher profit

Expansion of

Enow-how *

better use of
existing capacities

047 YEs 2410 low

Lines withgrey texts and figureshow nomrsignificant resultof the independent clsiquaretest
and/or no effect sizeSourcea ut hor 6 s o0 w based omasthorsicanducted survey

The businesgelated know-how in the context of the Chinese cultumeakes significant

differenees (type | error is lower than 5%ith higher profit and better use of existing
capacitiesAs the pvalue for higher turnover is with.053 extremely close to the significance
level of 5%, this association should also be includdw effect sizes (showing how strong

the association is) are rather low.

There is a correlation between (cultural and business related) expansion efiduvowith
the business indicatofggher turnover / higher profit and a better use of existing capscit
(see the black lines in the above tabM relations could beotind between expansion of
know-how and higher market sharelmtween expansion of knelmow andiower production

costs(seethe gray lines in the above table)

Résumé Parts of sub hypo#isis Ha can be confirmedthe connections to higher market

share or lower production costs are to be discarded.
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Sub hypothesisH#
Sub hypothesis H reads A Tbre enterprises acquire cultural knbew the more

Chineserelevant business knowledge thegve attained. To test Hb, again data of question

1 4 Whaii haveyou achieved in the last three to five years throyghir engagement in
Chinad) has been used. Thehawdwes a&Espmedi bo
additional business knowled@gdtained with the business activities in China. This business
knowledge is closely connected with cultural experiences during this period. As the scales of
the tested variables are dichotommsninal, chisquaretests can be used in the mode of

F i s hBxactdest for 2by-2-tables.

The results of the tesire:the pvalue is0.577 and the accompying effect sizePhi is 0.021.

Both statistical measures shdawat there are no associations between the tested variables.

RésuméSub hypothesis H has to baliscarded.

3.3.6 Summary

When lookingat all the results from ercountered difficulties to recommendatiofsee
subchapter below)yegarding market entry, therare striking feature that appearquite
frequently (a) The importanceof cultural differencegb) the needo understand the Chinese
mentality and(c) the ability to communicateintercultural This should not be confounded
with Chineselanguageskills or the knowledge of Chineseavriting. Astonishingly these
abilities havelittle first-handrelevanceln businessit is important to build mutual trusto

endure time delays within the Chinese decisimaking processes.

Conducting business in China usuadlycompasses the advantages of achieving higher sales
and leaping ahead of European competitaitss is true both for SM&and large enterprises.

But there is one difference between S3hd large enterprises regarding the chosen kind of
market entrySMEs were affected more heavily by these circumstances kae enterprises.

This difference can lagor along timei it canevenbe seerin thepresent

Statisticalanalyss showed that there is advantageoumehod in theprocess of decision
making regarding the form of market entrgstablishinga dedicated groupvithin the
company. Large enterprises use this method with good restieseas SME hardly apply
this method
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Lasting and psitive repercussions for SMEcould be fomd particularly in the field of
production and marketssessmenManagers of large eaftprises have a global vieand see

lastingpositive repercussions this area.

3.4 Recommendations byRespondingM anagersfor the Market Entry into
China

To summarisehe subjecof market entrya psychologicalprojective questionquestionl18)
was asked nYour recommendations for a goawlleague what shouldshe pay particular
attention to for a successful market entry in China? Vilaae you beenrecommenihg to

your friendi n r ece.nt year s?o0

3.4.1 Recommendations ér Management ofSMEs

The following diagram shows the respoits/eloped categories:

Choosing the right partner firicarsimrearvismsiiiaamie JIT
Having a person of trust in China === -
Sales in China: team-building + long-term staff pusesmusssis: B
Building long-term trust and long-term investment ="
Knowledge of the market, currently it is difficult working the market  (IEGCGG_—_— o
Technology advantage must absolutely be protected o
Control ONLY European 1
Experiencing the specific decision-making processes in china &=,
Knowledge of Chinese mentality + ability to intercultural communication

8
AT T LT LTI T AL

012345678910
Open-ended question 18, answers of SME only, 2016, n=28

Figure 3.19: RecommendationsRegarding a Successful Market Entry for SMEs
Sourceaut hor 6 s o0 wbased omasthorsonducteédsurvey

There are two main areas of recommendation: (a) how to approach &av(io) getfamiliar

with Chinese culturelThe karsfor area (a) are redhebarsfor area (b) are green.
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Ad (a) The first four bands show a recommended appro@lch most important is
patience and a long breath to find the right Chinese partner and a contact person of
trust. Likewise, staff should be carefully selected and maintained in the long term.
SME managers also sdkat despite all trust, protection of teablogy and European

control is necessary.

Ad (b): Get acquainted with Chinese mentalitganagers have téearn how to
communicateintercultural and be prepared to see and accept a specific Chinese

decisionmaking process.

One interestingquote for (a) shall be quoted hereaas it is meaningfulfiThe gold digger
periods are definitely oveespecially in the traditional industry sector. If companies would
like to capture the Chinese market, it is advisable to offer products with outstanding
advantages (US) to persist against global competitors and in many cases against the local
Chinese competitorsAdditionally, it must be ensure that technological advantages are
securely protected from the beginning of the market @éntrgry often, this is not the case
More and more often, especially in the SME sector, it will also be necessary to work with
local market leaders to minimize thigme to marked This dnarked will be increasingly
found in the 2 and ¥ tier cities of China, and less and less in maifisps such as Shanghai
and Beijing. This makes the processing of the market more difficult for single msdiath
companies! So: 19nly if countable and protectablededvalue exists2) all or nothing 3)

couragef or coom®.r ati ono (

Particular @otes regarding (b), fimanagersshould acquire extensive knowledge of the
Chinese mentality and culture and promote the skills of intercultural communication
(competence, n 84;nisUntdievristtya)n.do t(he [W@dy]i thirks e m
differently. Sgned contracts are just a snapshat @4); fFind ard show] enpathy in

intercultural interaction®ealings [should be]leu i t abl e am@&5).r espect f ul

3.4.2 Recommendations ér Management ofL arge Enterprises

Recommendationfrom largeenterprisemanagersare of a similar naturethey also show
these two broad areas: (a) how to approgslee blue bajsand (b)get familiar withthe

Chinese culturg(see greemar).
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Take time to choose the right partner (NN 6
Building long-term trust and having patience (NENE—— S
Having a person of trust in China (SN 2
Selecting the right staffon a long term base (N 3
Know the Chinese market (S 2
Build network with customers and state-authorities S 2
Use network of WKO @)
Know-how must be protected oy
Control ONLY European =

Knowledge of Chinese mentality + ability to intercultural communication

0123456782910
Open-ended question 18, answers of large enterprises only, 2016, n=17

Figure 3.20: RecommendationsRegarding aSuccessfulM arket Entry for Large Enterprises
Sourceaut hor 6 s o wbasad omasthorscanductes survey

Ad (a) (seeblue bars in the figure aboyeln the case of large enterprise managers, the
recommendations are similar to those made by SMiBagersTake your time Find
theright part and person of trustuld and maintain suitablpersonnel on a lortgrm
base For managers of large enterprisiss alsoimportant to buildand usenetworksi

with Chinesecustomers, witlfChinese stteauthorities andthe existing network of the
Austrian Chamber of Commerce (WKO).

Ad (b) (see the green bar in the figure abowget to knowthe Chinese mentality and

learn how to communicate intercultural

Specific qiotesregarding(a) are,iCompanieshave to invest a lot of time in the selection of

your partner. Without a partner, it does not make sense to enter the Chinese market. Later, a
branch office is mnuBKyeifChdseyounpanredwell. Beapaters,0  (
because relationshipuilding simpy costs time and money. Prefairect sales in the project
business, even if it is somewhat heajyiea nd mor e mr4&X7)e;nsii e ] ®ayti o
beli eve, set g ood (ng®mignd iddrastwerthysparinar. cDeuelopeas 0
suitable HR[human relationsktrategy to keep personnel in the long term. China is neafong
cheap (staff, rent, ...). & a clear overview of sales markets and the competitive situation.

[Acquire] local knowhowo n §1).
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Quotesregarding(b) areocGettomnow t he Chinese me2)fi®dlbi thyot a
underestimate politics ardelation® Expectations of the Chine
(n 16); i P r byow own knowhow, ensurgpaymentsare maddoy Chi nesencust
21).

3.4.3 Recommendationsto Management for the Chinese Market-Entry Decision on

Base of theSelected Theories and Models

In terms of the preselected decisimaking theoriesthefollowing conclusios can bedrawn:

1.) Companies usthe model ofbestpracticerather seldomThis situationis reinforced
by an opportunistic way akachinga decisionThe processes of seeking information,
analysing it and making a decision are oftenintermingled Not infrequently
enterprises, especially SMEact in an opportunistic way thatthey take advantage
of coincidental situations the marital partnerof an employee is of Chinese origin
etc. Qualitative approachegsee chapter 1 on page 45), based on specific
circumstancesand sense makingwithin loops seem tobe prevalentand used
frequentlyas an application afecisionmaking theories

2.) Cultural aspects are of high importanoet only in phases like informatieseeking,
analyss and deciding, but also in the phases aftdre market entry. The empirical
resultsof the present thesiseem tosupportHall& classical models of context and
time (see page2) and associatedmodels of values and behawiolike those of
Trompenaas (see pageb). The category Great time delags an emergingulture
associated category in many areas be both assigned to Hofsté&l@incertainty
avoidance (howdo people feel threatened by unknown situatjoasd to Halis
polychromic concept, botkerdential valid for Chinese cultureBut of course, the
focus of thepresentstudy was not laidon constructing new models examining
existing onesHence these results should be seentasdencies which should be
confirmedby empirical studies on laroaderbase

3.) Putting thesetheory pronetendenciesof the frequently contingent decisiomaking
process and the cultural aspestontingency angdommunication asvo important
dimensiors of the third preselected theorythat of Luhmangs systera theory (see

chapter 1.3 on page38) i this theorythese dimension#ncreasés) in their (its)
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significancewhen applying this theor{is applied)to the presentsubject A cultural
sensible and emphatic way of communicating with pote@tahesepartnerson a
long-termbaseto build mutual trust seems to betbé& utmostimportance.

3.4.4 Summary

Many managers recommend the following fundamental approaches when going toBeéhina
patient, look for a person of trust, find the right Chinese pararet get familiar withthe
Chinese culture.

3.5 ComprehensiveView Model for Market Entry Decision as a

Contribution to Management Science

Bringing the results of research together fiblowing describeccomprehensivwiew-model
has been composethederived and finatleveloped model is shown as an Ishikaiggram
also known asauseeffect or fishbonediagram(lshikawal982)which is being used here as

influencingfactorsdiagram

Analogue tothe differentiation of factors imternaland externalvariables inthe model of
researciiwo main aeas are describetiternal and eternalareas of influencedVithin each
area crucial attbutes for planning the market entry into China are shdvath described
factor has been derivedither directlyfrom the empirical obtained result of the rasgh or
indirectly from those, by the exuted researdciisessential detected dimenssmfHo f st ed e 6

or Hall 6s c¢onceptThesdactarsarethedoilowing di f f er ences.

Internal Factors

1) Management:This factor definesboth business goals and stattee process of
planning market entry. Questions areDoes first-levekmanagement of SME still
Remainin essentialentry-subjectsor does it delegatehe (whole) responsibility to
secondevelmanagemert Does it define a certain business gaad lookif it could
be attained? Here theris a direct connection to the fouititernal attribute of the
modeli controlling.

2) Know-how: This internalfactorrefers toalready acquiretirst-hand experiences of the
SME in the process of internationalizinglso, the way of gathering informatiois
shown. This can be done analyticallging research on information offered by various
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public sources. But this can also be doneseizng opportunities by coincidenceyrf
instance if an employee of the company is martaeal Chinese partner.

3) ProcessThe course of the overallqress leading to a decision whientry mode the
company shouldake varies considerably if a dedicated graspestablished or not.
The process varies also if appropriate intermediate steps are chosen. Steps like
importing first to gain experience and exporting for instandaitd party (trader).

4) Controlling: For many SME, the management function controlling plays a decisive

accompanying role.

Environmental Conditions

Cultural Differences Communication

A

by
N Legal Frame Context: .
Uncertainty A

S AN FacetoFace
Avoidance \
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% :f/' \\
% A \
Lupg—me \\ T Staff .7}%
Orientation k Int

W = C”J”’”l\ Decided

— Market

Management Level / Sty Y / Entry
Paticipation fm ?J‘ww ; ._*('**J':U vy '
!Jf / ]
7 /
. w’- My & b/ Proving
Strategicgl // o w_ﬂsﬂ‘ *’me fioﬁ \m@ ;;]%I rrqﬁj, Resuts /
Accomplishers / i &) 8 Uy, /
s / iy

External Factors
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Figure 3.21: ComprehensiveView Model of Deciding Market Entry for SME
Sourceeaut hor 6 s o0 wbased omrasearchuresults o n

ExternalFactors

5) Cultural differencesThis external factohintsin context with Chinaspeciallyto two
i theoretically proposed’ dimension of cultural differences: (a) Uncertainty
avoidancethe fourth proposed cultak dimension by Hofstede (1994) and {mng-
term Orientation by Hall (2001)These two dimensions are intimately connected with

the dtribute communication, which withe outlined below.
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6) Environmental conditionsin the context ofdeciding the entry mode to China two
important sukfactorswere drawn out of thempirical results (a) The legal frame
which is sometimesithervaguely know or can changeernight (b) Thestaff of the
company in Chinayhetherit is a joint venture or a WFOHhere can be considerable
challengegdifferences which have to be bridged) between a Chinese dominated work
force andan AustrianChinese mixed local managemehhe basic situationroa local
or regional base can be heavily influencedalmew or revisedegal regulations on a
national scale.

7) CommunicationWithin this model communication is placed as an extaniklence
Of couse communication needs (compamgern) partners by definition to be real.
Within the Chinese context emphasis should be placed on ongoingoffame
communicationTo communicate successfulhytercultural,one has tallow sufficient

timein order trustan develop.
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CONCLUSION S AND SUGGESTIONS

Conclusions
The results of research have been integrated in a final compreheesivenodel ofmarket

entrydecision. The outlined factors of the developed model are badetawing areas:

1. The Internationalization of Austrian SMEs is frequently characterized by skipping
importing as a first lowisk step and starting exporting all at once. Thus, they are
accepting higher risks by this way compared to European SMEs. This is probably due
to variols exportsupporting programs by Austrian institutions. These stately
proposed programs seem not to lower ris&s is their purposebut on the contrary,
they heighten economic risks for Austrian SMEs by this structural and institutional
based bias.

2. Additionally, this very first step of going to China by Austrian SMEs is often
characterized by a contingent, coincidental and opportgeiging way. The
performed processes of informatisaeking, analysis and coming to a decision often
utilize experience®f third persons which are accidentally nearby or may not be
objective and neutral enough: The marital partner of an -8Mployee or the
potential future Chinese partner himself. This stands in outstanding contrast to the
standard recommendations of mamagat science.

3. The most important influential feature concerning the success of a market entry is the
weight of cultural differences. One has to understand the Chinese mentality.

4. Confucianism thinking exerts an essential influence upon Chinese management
practice by striving for social harmony, personal steadiness, respect for tradition, a
sense of shame and reciprocity.

5. Two striking features of observed cultural difficulties aggravate the importance of the
decisionmaking process:

a. their vagueness combidevith
b. theirfrequency of occurrence.

6. As a way of market entry Austrian SMEs prefer to establish Joint Ventures. This
implies disadvantages like cultural differences between management and workforce
or heighten competition on the Chinese market.

7. Austrian SMEs prefer to establish Joint Ventures. This specific form of cooperation

has three main disadvantages:
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a. Joint Ventures often lead to cultural differences between (Austrian dominated)
management and (Chinese dominated) workforce.

b. Joint Ventures are alsmnfronted with more Chinese competitors on the local
market.

c. The basic businegyoals of the preselected Chinese partner are many times
concealed to the Austrian partner.

8. Wholly OwnedForeign Company (WFOE) as another option of market entry has two
comgdementary features as this study shows:

a. WFOEs face challenges outside the company on a nationwide scale.

b. These problems and challenges are often the result of rapidly changing legal
situations.

9. Each Austrian SME seemed to have had its own specific redeymendent on the
situation and busineggals the company is aiming at. A performed multivariate
cluster analysis reveals two somewhat antagonistic-§MEps:

a. The group of controllers with few requirements. They tend to seize
opportunities and contrahé results afterwards,

b. The group of Strategical accomplishers. They operate on rational
considerations in advance and execute the resulting plans independent of
possibly changing situations.

10.The influence of the chose entry mode has lasting impactsiabp®n SMEs. They

were hit more by an impropriate form than large enterprises.

Suggestions
Suggestion$or Managers of Austrian small and medusized enterprises (SMEaje

1. In order to lower risks of the market entry in China it is advisable for-8MBRagers
to startbusinesswith doing import firstto collect experiences ithe Chinesenarket.
Managers should be critical of the institutionalized Aast exporsupporting
prograns because of the iglirectional (onesided) intention of thenanifold export
supporting programs.

2. Managers of small and mediusized companieshould establish a dedicated group
within the company and delegate responsibility in a given frdine.central content

of this responsibility is the monitoring of the internal and external influences and
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deviations.For example, large enterprises use this method with good results whereas
SMEs nearly donét apply this method.
It is recommendable to dewg and implement @rporate governanagnceptsvhich
focus on building bridgedbetween Chinese and Austriastaff. Austrian SME
managers especially should understand the Chinese mentality and be able to
communicate intercultural. The competence of inténcal communication can be
acquired by training and hiring special West@imnese coaches.

. A central task of the topmanagement isotavoid cultual difficulties and troublesn
the long run. This can be done for instancevisyting Chinese partners anregular
base by either tomanagers themselves or by senior managérsdifferentcultural
experiencesTo avoid the aggravation of upcomiagd acutecultural difficulties, the
process of solving these diffi cgemeant es
levels, technicians or even clerks.

. Especialaccuratefor the Chinese @nfucianmentality are suggestions which seem
too nice and easgoing for WestEuropean peopleExecutive managershould be
aware not to misinterprethen the targeted partneseems to havieeen redrawnThis
often signifiesa test for tle sincerity of targeted treatfhe ability to cope with set
backs and crises is cruciak a resilientsoundand solidbusiness in China.

Invest resources tosupport climates of confidencét takes timeand patienceo
evaluate the possible futubeisinespartner For this reasont is extremelyimportant

to get familiar with Chinese culturand identityin order to findtrustworthy persas
by usng social networks and peers

. Management of Chinese subsidiary laskeep in mind that tlding strong and
lasting relationships with officialsf provincialgovernments isritical in China. One
need provincialand local partnersecausdegal and administrative environment can
charge overnightManagers always should be aware of the insuffidiemtsparency
of rule of law and their enforcemeniThe method of choicéo tackle with this
problemis knowing specific people or public officefsr receiving information where
the real ingrests lieOn this basis wiwin-deals can be realized.

. Workforce is a crucial elementn becoming established in the Chieemarket.
Therefore, ompaniesshould pay attentiorhow to attract and retain personnel
Neverthelessmanagement has tabservequickly rising labour costs.But it is also
importantto consideremergingcultural differences in thenixed (AustriarChinese)

workforce.
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9. It is advisablefor managemento use the final comprehensivéew-model as an
optical base (in its most simple foras a checlist) when deciding the way of the
market entry. This model contains important influences (factors) for the-entry

decision.

Institutional Suggestions for Officials ofAustrian Chamber of Commerce (WKO) and
Austrian Federal Ministry of Digitalrad Economic Affairs (BMDWare

1. In order not to expose Austrian SMEs unnecessary risks when going to foreign
market exporsupporting programs should be revised. A requirement should be
added: Only those companies should be supported which done alrgaaiisifnom
to targeted market.

2. To improve cultural skills and knowledge of involved persons within export planning
Austrian companies (especially SMESs) offer cultural training programs feledeot
markets with pronounced cultural differences compared toowre culture. These
training programs should be seen as a requirement for receiving financial support or

protection against capital market or currency risks.
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APPENDIX

Appendix A: Re-Evaluation of Austrian Business Confidence Survey
2015 / Questionnaire

Relevant sacted Questions (1, 3 and 10) of the ubedrnet base®@uestionnaire look as
shown below:

Austrian Business Confidence Survey 2015

Business outlook on China

1. How important are the following strategic reasons for your company to be present with an office / subsidiary in
China?

very important important not important MN/A

strategic partnership
with Chinese company

favorable policies by
the Chinese
Government

size of market —
number of customers

strategic partnership
with non-Chinese
company

size of market —
number of projects

costs for production

Other (please specify)
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Data of question 3 are seen as ten independent variables (factors). These ten independent

variables are used by an exploratory factor analyses to devs&afour (new) factors.

3. How significant are the following challenges for your business activity in China?
very significant significant not significant MN/A
competition O ) (@] O
cultural differences —

workforce

attracting & retaining
staff

transport &
infrastructure

market access barriers O ) @] @]
rule of law
(transparency,

enforcement of rules
and regulations)

rising costs of raw
material

rising labor costs O O O O
quality management O ) @] @]

cultural differences —
marketing & sales

Other (please specify)

Data of question 10 are seen as dependent variable.

Austrian Business Confidence Survey 2015

QOutlook on China's international involvement

10. Does your company's presence on the Chinese market have positive effects on your business in other
markets?

() yes

) no
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Appendix B: Re-Evaluation of Austrian Business Confidence Survey
2015 / Statistical Tables

Contingencytable strategic partnership with Chinese company * Legal entity

Below there is the table of contingency of the variables Question 1 (strategic partnership with
a Chines company) crossed witligdtion 14if Yommo mpany 6 s i Ghiga).IThise nt i t

is the base for the following Mawhitney-U-Test.

Contingency table

Q.14: Your company's legal entity Total
China
Joint Representativ WFO
Venture e Office E
Q.1 very Count 7 3 5 15
Strategic  importan
partnerschi t % withinvon Q.1: Strategic 46,7% 20,0% 33,3 100,0
p with partnership withfChinese % %
Chinese company: Importance® be
company: presentin China
Importance
be importan Count 3 2 13 18
presentin t
China % withinvon Q.1: Strategic 16,7% 11,1% 72,2 100,0
partnership with Chinese % %
company: Importance be
presentin China
not Count 1 1 15 17
importan
t % withinvon Q.1: Strategic 5,9% 5,9% 88,2 100,0
partnership with Chinese % %
company: Importance be
presentin China
Total Count 11 6 33 50
% withinvon Q.1: Strategic 22,0% 12,0% 66,0 100,0

partnership with Chinese
company: Importance® be
presentin China

%

%
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Man-Whitney-U-Test strategic partnership with Chinese company * Legal entity as
Joint Venture or WFOE

Folwoing there is the (significant) outcome of the MafitneyU-Test (Question i Ho w
important are the following strategic reasons for your company to be present with an office /
subsi di ar yQuestion XOA | na waé at | egal and economic

transaction take place?o0

Ranks
Q.1G Your company's legal N Middle rank Sum of ranks
entity in China
Q.1: Strategic partnership Joint Venture 11 13,05 143,50
with Chinese company:
Importancebe presentn WFOE 33 25,65 846,50
China
Total 44

Statistics for teét

Q.1: Strategic partnership with
Chinesecompany: Importanctbe
presentin China

MannWhitney-U 77,500
Wilcoxon-W 143,500
4 -2,998
Asymptoticsignificance(2-sided) ,003
Exactsignificance[2*(1-sided Sig.)] ,004

a. Group variable: Q.14: Your company's legal entity in China

b. Notcorrected for ties.
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Contingenct abl e Chall enge iwG@ukfaratdbdditfiegahcent

Below there is the table of contingency of the variables Quest@ntBow s i gni fi can
following challenges for youbusiness activity ilChi na@odnhd subquestio
differencesi wor kf or ce 0) wstionsld @ o wi t kIt o ®p any s | e
China). This is the base for the following Malhitney-U-Test.

Contingency table

Q.14: Your company's legal entity i Total
China

Joint  Represental WFOE
Venture  ve Office
Q.3: very Count 3 0 0 3
Challenges: signfi o, | iihin 0.3: Challenges: Cultura 100,0%  0,0% 0,0%  100,0%
second cant differences workforce
subquestion:
i Cul t isignifi Count 6 4 19 29

differences cant oo\ ihin 0.3: Challenges: Cultura  20.7%  13,8%  655%  100,0%

wor kfo differences workforce
not Count 2 2 17 21
Sg::{i % within Q.3: Challenges: Cultura ~ 9,5% 9,5% 81,0%  100,0%
differences workforce
Total Count 11 6 36 53

% within Q.3: Challenges: Cultura 20,8% 11,3% 67,9% 100,0%
differences workforce
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Man-Whitney-U-T e s t Chall enge O0Cwlor kf @lr cddf e rLeergcae
Joint Venture or WFOE

Below there is the (significant) aadme of the MafWhitneyU-Test Question 3( i Ho w

significant are the following chal beeondyes 1
subquestion fmBuwdrukfadr oda o )f(felr@unevdtait om efy@l ar
framework did the inJtial transaction take
Ranks
Q.10 Your company's legal N Middle rank Sum of ranks
entity in China
Q.3: Challenges: Cultural Joint Venture 11 16,18 178,00
differences workforce WFOE 36 26.39 950,00
Total a7

Statistics for te8t

Q.3: Challenges: Cultural
differences workforce

MannWhitney-U 112,000
Wilcoxon-W 178,000
Z -2,441
Asymptoticsignificance(2-sided) ,015
Exact significance[2*(1-sided)] 03¢

a. Group variable: Qu.14: Your company's legal entity in China
b. Not corrected for ties.
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Factor Analysisfor Challenges

The following table shows first out of 10 factors (original components) the initial
Eigenvalues in the left three columns and the explained total variance of factors with

Eigenvalue greater than 1 in the following six columns.

Total Variance Explained

Extraction Sums of Squared

Rotation Sums of Squared

Co Initial Eigenvalues Loadings Loadings

mp % af % of

on Vari- Cumulativ % of Vari-  Cumulat Vari- Cumula
ent  Total ance e % Total ance ive % Total ance tive %
1 2,054 20,541 20,541 2,054 20,541 20,541 1,838 18,38 18,384
2 1,787 17,866 38,407 1,787 17,866 38,407 1,771 17,71 36,098
3 1,405 14,051 52,458 1,405 14,051 52,458 1,584 15,84 51,934
4 1,199 11,995 64,453 1,199 11,995 64,453 1,252 12,52 64,453
5 ,990 9,900 74,353

7] ,902 5,016 83,369

7 537 5,366 88,735

8 461 4,614 93,349

9 ,350 3,895 97,244

10 276 2,756 100,000

Extraction Method: Principal Component Analysis.

The following component matrix shows the weight of the original ten components (factors)

correlating with the new four calculated components (new factors)

Component Matrix®

Component

2

Qu.3: Challenges:

Cultural differences

- marketing & sales

Qu.3: Challenges:

- workforce

Qu.3: Challenges:

barriers

Qu.3: Challenges:
Qu.3: Challenges:

material

Qu.3: Challenges:
Qu.3: Challenges:

infrastructure

Qu.3: Challenges:

retaining staff

Qu.3: Challenges:

Cultural differences
Market access

Quality management
Rising costs of raw

Rising labor costs
Transport &

Attracting &

Rule of law

(transparency, enforcement of rules

and regulations)

Qu.3: Challanges:

Competition

o974
366

718
462

625

614

749
343

725

-453

-422

345
370

a77
-,480

-,366

, 362

,918

Extraction Method: Principal Component Analysis.
a. 4 components extracted.
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As factor analysis reduces the amount of factors, which means, the count of independent
variables just decreases, it is advisable to further look at the relations of the new factors (new
independent variables) to dependent variables. For this reason the following transformation
had been done: the different outyzebres of the four new factors ararnsformed into
categoricalvariables: FA 1, FA 2, FA 3, Fa 4, yes >= .5, no = otherwise-sGharetest
reveal s that only the first new Speoifier®n e nt

shows significant differ ene&dmChinaet ween t he ¢

Contingency table

Q.14: Your company's legal entity in Chii  Total

Joint Venture Representath. ~ WFOE

e Office
FA- Componentl no Count 8 3 18 29
Challenge % within FA- 27,6% 10,3% 62,1%  100,0%
working Specifier® Component 1
yes Count 1 0 14 15
% within FA- 6,7% 0,0% 93,3% 100,0%
Component 1
Total Count 9 3 32 44
% within FA- 20,5% 6,8% 72,7% 100,0%
Component 1
Chi-squaretests
Value df Asymptotic
significance(2-
sided)
Chi-Square Pearson 4,996 2 ,082
Likelihood-Quotient 6,325 2 ,042
Correlation lineawith-linear 3,995 1 ,046

Count of valid cases 44
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Appendix C: Survey Austrian SMEs 2016 / Questionnaire

CoverMail to Manager of Austrian enterprises having relations with China

Betreff:Erfolgreicher Markteinstieg in China - und wie geht es weiter
Datum:03.03.2016 14:15
Von:franz.haas@imo-managementforschung.eu
An:gxxxxx.xxxx@xxxxx.xxx

Sehr geehrter Hr. {Vorname} {Nachname}

Im Rahmen einer wissenschaftlichen Studie werden entscheidende Faktoren fiir einen erfolgreichen
Markteintritt nach China erhoben. Der Fokus dieser Studie liegt auf dsterreichischen Klein- und
Mittelbetrieben (KMU), welche bereits Erfahrungen in China gesammelt haben. Als Wissenstrager ihres
Unternehmens, bitte ich Sie um die Teilnahme an der Onlinebefragung welche rund 6 - 8 Minuten in
Anspruch nimmt.

Der Fragebogen und die Auswertung sind strikt anonym gehalten - Ihre Informationen sind im Einzelnen
nicht einzusehen; sie werden nur summarisch ausgewertet!

Erfolgreicher Markteinstieg in China - und wie geht es weiter in der neuen Realitidt, dem 'New
Normal' ?

Gerne biete ich Ihnen im Sinne eines, fiir beide Seiten niitzlichen Informationsaustausches eine
RASCHE UBERSICHT zu den Antworten "Wie geht es im New Normal weiter?" an. Spater folgt eine kurze
Zusammenfassung der wesentlichsten Analysen und Handlungsempfehlungen. Sie brauchen daflr nur eine
Mail-Adresse am Ende des Fragebogens angeben.

Vielen Dank flr Ihren Beitrag!

Mit freundlichen GriiBen

Franz Haas
University of Latvia, Faculty of Economics and Management
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Newsletter from Chamber of Commerce, Office Shanghai

From: Shanghai AC

Sent: Thursday, May 26, 2016 12:19 PM

To: Shanghai AC

Cc: Shanghai AC

Subject: News for the Austrian Business Circle 2016-05-26

Dear Austrians, dear friends of Austria,

Christina Schésser
Die Osterreichische Wirtschaftsdelegierte / Consul (Commercial Affairs)

NEWS

=

ACADEMIC SURVEY: SUCCESSFUL MARKET ENTRY IN CHINA

The goal of this academic study, conducted by an Austrian science institution, is to evaluate
important factors for a successful market entry into the Chinese market. The focus of this
study is on small and medium sized Austrian companies, with experience in the Chinese
market. Please take a few minutes to participate in this survey (questionnaire is in German).
The outcome of this study will be available for all participants. Link to the survey:
https://www.soscisurvey.de/china072951/

161




Questionnaire 2016 Screenshots of Questions

ofb -der onlineFragebogen
Erfolgreicher Markteinstieg in China -
- und wie geht es weiter in der neuen Realitat, dem NEW NORMAL' ?
Im Rahmen einer wissenschaftlichen Studie werden Faktoren fiir einen ERFOLGREICHEN
MARKTEINTRITT nach China erhoben. Der Fokus dieser Studie liegt auf Klein- und Mittelbetrieben
(KMU), welche bereits Erfahrungen in China gesammelt haben. Als Wissenstrager ihres Unternehmens,
bitte ich Sie um die Teilnahme an der Onlinebefragung, welche rund 8 — 10 Minuten in Anspruch nimmt.
Der Fragebogen und die Auswertung sind strikt anonym gehalten — |hre Informationen sind im
Einzelnen nicht einzusehen; sie werden nur summarisch ausgewertet!
Gerne biete ich Ihnen im Sinne eines, fiir beide Seiten niitzlichen Informationsaustausches eine
RASCHE Ubersicht zu den Antworten "Wie geht es im New Normal weiter?" an. Sie erhalten diese
Sofort-Ubersicht unmittelbar nach dem Ende des Zeitraumes fiir die Online-Befragung. Sie brauchen
dafiir nur eine Mail-Adresse am Ende des Fragebogens angeben.
Danke fiir Ihre Teilnahme am Projekt — Sie lesen von uns!
Weiter

Franz Haas, University of Latvia (Riga, Lettland) — 2016 0% ausgefillt
1. Wie viele Mitarbeiter hatte |hr Unternehmen 20157
Bitte Zutreffendes anklicken.

1-9

10-49

50 — 249

250+

Weiter
Franz Haas, University of Latvia (Riga, Lettland) - 2016 5% ausgefiillt
2. In welcher Branche ist Ihr Unternehmen titig?

Investitionsgiiter (fiir andere Unternehmen / Maschinen, etc.)

Konsumgter (fir den Endkonsumenten)

Rechte oder Dienstleistungen

Weiter
Franz Haas, University of Latvia (Riga, Lettland) — 2016 10% ausgefillt
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In case of important data (usually sociodemographic ones) there had been a hint within a red

frame. See the followingxamplefor question 2.

Sie haben eine oder mehrere Fragen auf dieser Seite nicht vollstandig beantwortet.

Ich mochte auf dieser Seite keine weiteren Angaben machen

2. In welcher Branche ist |hr Unternehmen titig?

Investitionsgiiter (fir andere Unternehmen / Maschinen, etc.)
Konsumgiiter (fiir den Endkonsumenten)

Rechte oder Dienstleistungen

Weiter

Franz Haas, University of Latvia (Riga, Lettland) — 2016 10% ausgefulit

3. Welche Funktion haben Sie im Unternehmen?

Unternehmensleitung
Geschaftsilihrung

Vertrieb / Marketing

Finanzen / Controlling
Koordination Auslandsgeschaft

Sonstiges

Weiter

Franz Haas, University of Latvia (Riga, Lettland) — 2016 14% ausgefillt

4, Wie werden in lhrem Unternehmen strategische Entscheidungen aufbereitet und
durchgefiihrt?

Management wird eher stark eingebunden

Management wird eher gering eingebunden

Weiter

Franz Haas, University of Latvia (Riga, Leftland) — 2016 18% ausgefiilt
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5. In welchem Zeitraum wurden in lhrem Unternehmen erstmals Geschafte in China getatigt?

bis 1989

1990 - 1999
2000 - 2009
2010-2016

Weiter

Franz Haas, University of Latvia (Riga, Lettland) — 2016 24% ausgefillt

6. Auf welche Informations-HAUPTQUELLEN stiitzte sich die Entscheidung in lhrem
Unternehmen fiir den Markteinstieg in China?

Bitte anklicken. Mehrfachnennungen maglich.

Osterreichische Wirtschaftskammer (WKO)
Osterreichisches Bundesministerium fiir Europa, Integration und AuBeres
Stellen der EU

Osterreichische Firmen

Deutsche oder Schweizer Firmen
Fachzeitschriften oder Zeitungen

Studien, wissenschaftliche Arbeiten
Rechtliche Berater

Wirtschaftliche Berater

Kulturelle Berater

Person mit chinesischer Muttersprache

Messekontakte / Information von Handlern

Weiter

Franz Haas, University of Latvia (Riga, Lettland) — 2016 28% ausgefillt
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