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Abstract

The Michael Pachleitner Group (MPG) is a company dealing with the design,
production and distribution of optical glasses, lenses and frames and is based in
Graz. The company has experienced a market saturation on the home market and
increasing competition especially in the sunglass market. The company evaluated
the Chinese market as highly potential for their new Red Bull Spect sunglasses,
which is the reason they have decided to enter this market by the end of 2017.
The aim of the MPG is to make a sales revenue of 125.00 Euro and to establish a

distribution network in China within the first year.

The Chinese market has been evaluated as high potential market due to the fact
that China is becoming the world economic leader which has already led to an
enormous increase in purchasing power. Because of the countries size, the
openness of Chinese customers towards western brands and the increase of
wealth the market is very promising but also challenging for European businesses.
Experts have named a clear brand positioning, USPs, the development of online
sale points and an essential social media presence as most crucial factors when
entering China’s economy. Within the internal analysis of the MPG some
insufficiencies regarding these success factors have been found. Therefore the
company needs to revise the positioning of the brand, create convincing social

media appearance and include online sales in their distribution plans.

The selected market entry mode for the MPG when entering the Chinese market is
an indirect export, due to the fact that the company strives for low investment, low
risk and high control over the brand presentation. It is advised to work with one
distributor for all first tier cities, which need to be addressed first, to prevent
common pricing. Additionally the MPG shall develop an own online shop but also
sell their products via common Chinese online platforms.

After the company has decided on clear USPs, it will be necessary to position Red
Bull Spect as a sport and lifestyle brand by using the country of origin effect.
Regarding the communication and marketing strategy it is strongly recommended
to focus on Chinese social media advertisement to target the right customer group.
Finally, markets like Taiwan, the Philippines and Japan could be further potential

markets to enter.



Zusammenfassung

Die Michael Pachleitner Group (MPG) ist ein Grazer Unternehmen, welches sich
mit dem Design, der Produktion und dem Vertrieb von optischen Glasern und
Brillenfassungen beschaftigt. Auf Grund des Anstiegs von Konkurrenten und einer
damit verbunden Sattigung des dsterreichischen Marktes hat das Unternehmen
beschlossen, neben vielen anderen Markten, nun auch den chinesischen zu
betreten. Der chinesische Markt wurde von der MPG als sehr vielversprechend fur
Red Bull Spect eingestuft und Ziel ist es, den Markt bis Ende 2017 bedienen zu
kénnen. Die MPG hat sich das Gesamtziel gesetzt, einen Umsatz von 125.00 Euro
im ersten Jahr zu generieren und ein Vertriebsnetzwerk mit zumindest 70
Verkaufsorten aufzubauen.

Der Grund, weshalb die MPG den Zielmarkt China gewanhlt hat, ist der enorme
wirtschaftliche Wachstum des Landes, welcher bereits zu einem Anstieg der
Kaufkraft gefliihrt hat. Durch die Grolke des Landes, die Offenheit gegentber
westlichen Marken und den steigenden Wohlstand ist der Markt vielversprechend,
dennoch durch landerspezifischen Faktoren sehr herausfordernd. Experten
nannten eine klare Positionierung der Marke, USPs, den Aufbau einer online
Vermarktung und eine hohe Social Media Prasenz als wichtigste Erfolgsfaktoren
am chinesischen Markt. Die interne Analyse hat gezeigt, das die MPG in diesen
Bereichen noch einige schwerwiegende Unzulénglichkeiten aufweist. Daher wird
empfohlen, die Markenpositionierung zu Uberarbeiten, einen Uberzeugenden
Social Media Auftritt zu kreieren und den Verkauf Gber online Kanale einzuplanen.
Da die MPG eine Markteintrittsform, verbunden mit geringem Investment,
geringem Risiko aber mit Kontrolle Uber die Markenprasentation winscht, ist der
indirekte Export ausgewahlt worden. Es wird empfohlen, mit einem
Vertriebspartner zu arbeiten, um Preisabsprache zu verhindern. Zusatzlich sollte
die MPG einen eigenen Online Shop entwickelt, aber auch Uber grof3e chinesische
Onlineanbieter verkaufen. Nachdem die MPG ihre USPs herausgearbeitet hat,
sollte Red Bull Spect als Sport und Lifestyle Marke, unter Verwendung des
Herkunftsland-Effektes. Bezliglich der Marketing- und Kommunikationsstrategie
solite sich die MPG auf Online Werbung und auf chinesische Social Media
Werbung konzentrieren, um die richtige Zielgruppe zu erreichen. Abschliel3end,

kann die MPG bei Erfolg in China, Taiwan, die Philippinen und Japan betreten.
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1 Michael Pachleitner Group GmbH

The following chapter has the aim to provide general information on the history

and the competence field of the MPG and name the company’s mission.

1.1 General company information, history and competence field

The Michael Pachleitner Group is an owner-managed family business based in
Graz. The MPG is an international well-known company dealing with the design,
production and distribution of optical glasses, lenses and frames. The history of
the company reaches back to the year 1949 when Erich Pachleitner founded the
Pachleitner GesbR. His son, Dr. Michael Pachleitner, took over the company in
1984 and managed to build an international enterprise. In 1987 Dr. Michael
Pachleitner decided to extend the business operation by purchasing several brand
licenses and started operating in the optical glass production. He established an
international distribution network and started selling directly to large-scale
customers. In the following years the company expanded their distribution to the
US market as well as the Middle East market. In 1999 the MPG purchased the
Robert La Roche trademark that still is the premium brand of the company. Dr.
Michael Pachleitner bought several optical businesses and started an internal
company distribution organisation in Germany, France, and ltaly. In 2008 the
company took over one of the biggest eyeglass lenses manufacturing companies,
named the Schulz Optische Fabrik GmbH in Glicksburg, Germany. In the same
year the MP Group Logistic Centre was founded and a strategic amalgamation of
the individual companies of the Michael Pachleitner Group has been realised. Four
years later the MPG became the official license holder of the brand Red Bull
Racing eyewear. In 2013 the company decided to build a second logistic centre in
the Czech Republic. The MPG offers a 360 degree service for their customers,
which are opticians, by providing optical glasses, sunglasses, grinding service
distribution and marketing concepts and international logistic and IT solutions.
Today the company owns Daniel Hechter, Kioto Nakamura, HIS, Vienna Design,

Jill Sport, Raffaeli, Ruud Van Dyke, Prova Eyewear, Robert La Roche, Spect and



Red Bull Spect as their brands. The MPG also operates in the field of gastronomy,

event management, graphic design, properties and investment.

Currently, the MPG has more than 600 employees, distributes to 60 countries and

has five locations in Europe (cf. Michael Pachleitner Group 2016).

1.2 Company mission

The joining forces for success of the Michael Pachleitner Group is to serve various
business areas. The mission is to be the best partner for their clients. Therefore
the company is ready to pursue new ways and act flexible regarding business
strategies The focus is put on success for both sides. Mutual appreciation and
trust are seen as the foundation of prosperous collaboration (cf. Michael
Pachleitner Group 2016).

2 Introduction

The main goal of this thesis is to develop a market entry concept for the Michael
Pachleitner Group for China. The first part of the thesis will provide the reader with
a theoretical background to the topic. In the second part a qualitative approach
has been applied to gain insight information from experts. Therefore 15 interviews
are analysed and evaluated in order to create a detailed and reliable market entry

concept for the Michael Pachleitner Group.

2.1 Initial situation

In the last five years, the optical sector has experienced an innovative revolution.
New production techniques, high quality solutions for optical glasses as well as
new dimensions of frames have been created. As a result, the market value of
eyewear in Western Europe has increased from 25,471 million Euro in 2011 to
27,820 million Euro in 2016 (cf. Statista, 2016).

In September 2015 the GfK announced a turnover of 8.1 billion Euro in the first
half of 2015 for the European optics market. This means there has been a sales
value growth of four percent compared to the previous years. Experts said that this

growth was mainly driven by the sunglasses category (cf. GfK 2015).

The Michael Pachleitner Group identified the high potential of the sunglasses

industry. To hold their superior market position they created a new sport and
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lifestyle brand called Red Bull Spect. The first contact with Red Bull was made in
2012 when the company became the official license holder of Red Bull Racing
Eyewear, a brand that focused on Formula one. The main testimonial was
Sebastian Vettel, representing the sunglasses designed, produced and distributed
from the MPG. As the brand was very concentrated on only one sport, the
company decided to give up Red Bull Racing Eyewear and create a new, more
innovative, more attractive sport and lifestyle brand which appeals to a very broad
target group not focusing on the age but on the lifestyle and attitude of people.
Red Bull Spect has been launched in Europe at the SILMO Paris, which is one of
the biggest fairs in the optical sector worldwide (cf. Silmo 2017). The US launch
will be in January 2018. As Red Bull is a global brand the MPG wants to spread
Red Bull Spect worldwide as well. Global business has increased enormously in
the last two decades which made the need of going international even stronger.
China is one of the most rapid growing countries that continuously gets stronger
regarding purchasing power. The MPG therefore decided to enter the Chinese
market, as they see high profit potential and the first step towards entering the

South Asian market as well.

2.2 Challenges

The Michael Pachleitner Group has had a stable success for many decades. This
success is the result of years of experience, expert know-how and constant
innovation seeking. The company already operates internationally and posses a
lot knowledge in the field of operation multi-national business. Through a country
selection process the MPG defined the Chinese market as a high potential market
with a high brand awareness. In the countries population. Entering the Chinese
market still is a big step to take not only because of the large geographic area and
cultural differences to Austria, but also the need for new product designs due to

Asian facial structure. This means high expenses and high financial risk.

The main challenge the company faces is the identification of the right target group
and the market segment in China. The Red Bull Spect eyewear portfolio contains
four product categories Sport&Lifestyle, Urban, Water and Mountain, which also

act as pre- defined selection criteria for the brands target groups and marketing



efforts. As the brand focuses very strongly on it's four target categories, it is vital to

identify the correlating target groups within the Chinese market.

Identifying which geographical areas can meet the selection criteria, which sports
are popular and relate to the categories and which people are living the Red Bull
lifestyle are core components of the market research. Due to the fact that China is
a vast country, which has several different cultural structures, various levels of
economic development and different climate zones the segmentation of the target
group and the market is complex and time consuming. Only in case of detailed
market and target group segmentation the marketing mix can be precisely
coordinated with the individual needs. The MPG is aware of the fact that they need
to adapt not only their products but also their branding, pricing, promotion and

distribution strategy due to different market conditions.

Another challenge the company is facing is the large number of international
competition in China. As China is one of the fastest growing markets in the world,
many companies have recognized the high market potential (cf. Tank 2015 p. 2).
As a result, many companies have already entered the Chinese market. Especially
global brands assess the market as very attractive as Chinese people tend to
show high brand awareness. Hence, it is important to position the brand differently
to the competitors and strengthen the brand awareness of Chinese people
towards Red Bull Spect (cf. Johnson& Tellis 2008)

2.3 Obijectives

Company Objectives

The main aim of the Michael Pachleitner Group is to enter the Chinese market by
the end of 2017.

Additionally the Michael Pachleitner Group defined the following as sub objectives:

e The sale of at least 5000 pieces of Red Bull Spect sunglasses within the
first year. At a distributor price of 25 Euro per piece this means revenue of
125.000 Euro per year made in China. This goal should be reached by the
end of 2018.



e To establish a distribution network which includes at least 80 points of sale
(POS) for Red Bull Spect glasses in China.

Additional information for the second company objective: The effort to find
customers within the Chinese market that fit into the four existing categories of the
Red Bull Spect brand acts as a fundamental milestone for MPG, as it establishes a
benchmark and allows to compare the effectiveness of actions taken in China with
previous actions in Europe. MPG views the identification of their target group as
main success factor due to the size of the country. The company plans to enter the
Chinese market at the point when four specific target groups can be verbalised in

order to have an overview of the market.

Thesis Objectives

The main objective of this thesis is to develop a procedural market entry concept
for the Michael Pachleitner Group to enter the Chinese market by the end of 2017
with Red Bull Spect.

To achieve this goal, the following sub-objectives have to be taken into account:

e Carry out an essential analysis of the Chinese market with specific focus on

the fashion industry to identify the target groups and competitors

e Provide an international market entry concept with a detailed action plan for
the MPG which includes:

- Identification of attractive segments and potential target groups
- Selection of suitable market entry mode and timing
- Identification of facts to consider when entering a foreign country

- Formulation of recommended market entry strategy

Non-Objectives

The country selection process as well as the decision criteria to enter the Chinese
market have been made by the company before and will not be part of this master

thesis. This thesis will contain an action plan but will not contain a future operating



plan for the Chinese market. In this thesis the future controlling process of the

market will also not be included.

Frame of Reference:

| Company Profile: MPG GmbH |

| Initial Situation |

Challenges:
+  [Definition of target group and market segmentation
+  Lackof experience and knowledge in China
+ |International Competition

Objectives:
+  Company: Sales Revenue of 125 000 EUR within the firstyear and
define for sub-targetgroups
+  Thesis: development of market entry concept for MPG GmbH in
Chine
+  (uestion of research: What does a successful market entry concept
look like

Introduction

Infernalionalizalion of B2C
companies in emernging Infernational marketf entny in

markels: -y emelging markets:
Definition of emerging markets = Marketentry processin emerging
Driversforgoing international markets
Factsto consider = Phasesof marketentry concept
Specific considerationswhen
entering vy

Planning phase of market entry concept:
Stratenic goals
Target market
Entry modes & Timing
L - M arketing mix

Theoretical Part

Secondary Analvsis FPrimany Analvsis

Analysisofthe target market China | Gualitative approach
Internal analysis 18 Expert interviews
Conclusion of analysis SWOT Cwerview & Interpretation

Market Entry conceot for MPG GrmbH

Analysisof macroeconomic, industny and internal conditions
Segmentation and selection of target groups A
Recammendation for market entry mode andtiming
Fecammendation far marketing mix
Implementation and controlling recommendations

Practical Part

v Final Conclusion —

Figure 1: Frame of Reference



3 Internationalisation of B2C fashion companies in

emerging markets

Internationalisation in general is the process in which companies expand their
R&D, production, their sale and many other activities to an international level. Due
to fast globalisation, companies operating in the B2C sector have the chance to
expand their products and services internationally. Since the barriers for
international trade are very low today, the B2C is growing enormously (cf.
Gronroos, 1990, p. 290). Technology progress, removal of several trade barriers
and distribution channel innovations have made it possible to gain access to all
product and services worldwide. Another reason for the increasing development of
global markets is the raise of income in many parts of the world (cf. Panayides
2009, p.52).

Due to the fast increase in global business in the last two decades, the number of
companies entering or expanding into foreign countries has risen. Dynamic,
emerging markets are now especially interesting for both, small and large

companies around the world, to enter (cf. Osland/ Tylor/ Zou 2001, p. 153).

Big emerging markets (BEMs) such as India, Brazil and China have become major
players in the world economy. China and India have had a gross domestic product
(GDP) growth rate over 9% in the last years (cf. Johnson/Tellis 2008, p.1).
Because of these fast growth BEMs are becoming leaders in purchasing power in
the world. Some forecasts suggest that by the end of 2020 China will be the
leading economy of the world (cf. Vietor 2007, p.34). Due to this enormous growth
many companies are interested in entering emerging markets (cf. Johnson/Tellis
2008, p.1). A definition of what emerging markets are and what their

characteristics are is part of the next chapter.

3.1 Definition and characteristic of emerging markets

The word emerging markets derived from the Latin word “ermergere”, which
means “arise” (cf. Waldhauser 2007, p.1). Generally speaking, emerging markets
describe the capital markets of developing countries. The term has first been used
by the world bank when establishing support programs in the 1980s for those
countries. By extension, the term emerging markets not only includes the capital



markets of a country but also the country itself. Emerging markets can be defined
as countries whose economy was able to overcome the typical features of a
developing country and change into an industrialized country. Alternative terms are
“Take-Off-countries” or “Newly Industrialising Countries”. Already in the early
1980s emerging markets were differentiated from other developing countries.

According to Strietzel emerging markets can be defined by the following aspects:
e Above average increase of GDP
e Above average increase of per capita income
e Above average exported growth
e Increase of industrialization

e Targeted industrial policy on the part of the government (cf. Strietzel 2005,
p. 14-15).

These aspects are indicators for aspiring markets which make a country even

more attractive to enter.

3.2 Internationalization within the fashion industry

Over the last two decades the fashion industry has experienced an enormous
growth because retailers undertook worldwide expansion of their operations. This
growth was mainly driven by a changing dynamic within the fashion industry
meaning the fading of mass production, structural characteristics of the supply
chain, flexibility in design, distribution and logistics as well as the demand for low

cost production (cf. Ziying 2005, p. 217).

According to McKinsey, the fashion industry has grown by 5.5 percent annually
over the last decades now to be worth an estimated 2,4 trillion Dollar (cf. McKinsey
2015).

The internationalisation process of fashion retailing appears in three different
ways. The first is the sourcing of products, second is the internationalisation of
management know how and third is the operation of retail shops by fashion
retailers within foreign markets. The sourcing of products is the most common form
of internationalisation and is nowadays applied by nearly every fashion company.

Reasons for sourcing products from foreign countries are mostly economic and



competitive reasons. The internationalisation of management know-how refers to
expertise regarding trading methods, distribution channels and marketing
activities, which are replicated by other retailers in another countries. Thirdly, the
most obvious aspect of fashion internationalisation- opening stores in foreign
countries is mostly related to high financial resources and high risk (cf. Ziying
2005, p. 217).

3.3 Drivers for going international in emerging markets for a

fashion company

The reasons for going international may have several causes. The main strategic
reason for most companies is the prospect of profit on immediate sales (cf. Root
1994, p. 1).

The general motives of internationalisation are divided into proactive and reactive
motives. Proactive motives are change reasons in terms of strategic attainment.
These motives are of interest to the firm for example to exploit a special
competence or market possibilities. Most times the decision to go international is
based on both, proactive and reactive motives. The major proactive reason to go
abroad is growth and profit (cf. Hollensen 2011, p.50f).The profitability of exporting
may influence the manager’s decision towards it but the expected profitability is
often not the same as the perceived profitability. The gap is particularly large when
companies do not have experience in operating internationally (cf. Berndt/
Altobelli/Sander 2010, p.7f). Another proactive reason for going international is the
managerial urge. This phenomenon describes the motivation and enthusiasm of
managers to go global. Managers who are very interested in foreign countries and
cultures and like to travel a lot have a very positive attitude towards international
business. Managerial urge can also be a general entrepreneurial motivation
focusing on growth and profit increase. This urge may also be driven by the
uniqueness of the product a company offers (cf. Hollensen 2011, p.50f).
Companies who provide products which bring advantage to the customer may
have major success in foreign countries. There are two different ways of
advantage- the real and the perceived advantage. Companies tend to think their
offerings are unique when it is not true on the international market. However,

companies who are able to provide real competitive advantage in their domestic



market may extend their business in foreign markets due to decreasing

opportunity costs (cf. Motohashi 2015, p.7).

Another reason for companies to go international is to increase the production for
international sales and help reducing the cost of production for the domestic

market to gain competitive advantage also domestically (cf. Hanslik 2012 p.12).

Beside the proactive reasons, which are describing internal reasons for companies
to go abroad, there are also reactive motives which present external factors that
influence the decision of going international. The major reason of reactive
motivation is the reaction to competitive pressure (cf. Root 1994, p. 2). Companies
are afraid of losing their domestic market to companies that already operate
internationally and therefore have gained the benefit of economic of scale (cf.
Whitelock 2002 p.344f). The fact that competitors enter a companies home market
and act internationally can also be a driver for a company to go abroad (cf. Hanslik
2012 p.11f).

Fashion companies are effected by increasing pressure of competitors a lot.
Mostly their home markets are saturated and fashion consumers seek for
international brands. All companies must seek for profit and growth due to
increasing flow of products through the whole world. The increasing economic
pressure leads to an unsafe environment in every market in which foreign
competition is present all the time. Domestic markets do no longer exist but world
markets (cf. Root 1994, p. 1f).

Also, emerging markets are becoming of greater interest to foreign companies to
enter. Fashion entrepreneurs are advised to enter emerging markets because they
are supposed to increase apparel market by 100 billion US Dollar (cf. Hall, 2016).
According to Zinzius, the main drive for companies to enter emerging markets is
the attraction of the forthcoming market potential. Other reasons for entering
BEMs are the current market potential and low production costs (cf. Zinzius 2006
p. 3). Timo Waldhauser conversely mentiones huge population, fast economic
growth and improved legal and administrative structures as main drivers for

companies to enter emerging markets (cf. Waldhauser 2007, p. 2).
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Figure 2: Major motives for starting export (based on Hollensen
2011, p.51)

3.4 Factors to consider when entering emerging markets for a

fashion company

Going international may cause several hidden obstacles. Therefore some factors
have to be taken into account when considering the internationalisation of fashion
businesses. (cf. Hollensen 2011, p.92). According to the layer model there are
some essential factors of the external business environment of a company which
have to be taken into account when going international. These are economic and
infrastructural factors, politic and legal factors, socio-demographic and socio-
cultural factors, geographic factors, technology factors and demographic factors,
as they all give an insight to the current market state, which is very important as
conditions can change very quickly in emerging markets. (cf. Zentes 2010, p.17).
The following figure shows a summary of the factors described in the following

part.
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Figure 3: Facts to consider in the internationalisation process (own presentation)

The following chapters provide details of the various factors named by Zentes.
3.4.1 Economic and infrastructural factors

In order to find the size, volume and the potential profitability of a foreign market,
economical factors need to be analysed (cf. Czinkota/ Ronkainen 2007, p. 84).
There are several indicators to identify economic-infrastructure conditions such as
GDP, GDP growth rate, inflation rate, human population and growth, resource
availability meaning raw materials, transport and communication network.
Emerging countries tend to show a low GDP. However, paired with a high growth
rate in GDP and the countries population. These factors affect the market
opportunities of a company when entering emerging markets strongly (cf. Zentes
2010 p.21). In addition to this influential factors, interest rate development,
purchasing power and unemployment rate also play an important role when
looking at the economic situation of a foreign market (cf. Berndt/ Altobelli/Sander
1999, p.16).

3.4.2 Political and legal factors

These issues might not seem to have a direct connection to the fashion industry

but both have consequences on manufacturer and retailer (cf. Easey, 2009, p.36).

Political and legal issues are related to parameters, which are coined by
governmental institutions. Determinants of these issues have core importance
concerning the decision about the market entry strategy and measures (cf. Zentes
2010, p.18). Political circumstances, meaning political conflicts, economical
system, economic order and trade barriers can cause an enormous foreign risk (cf.
Berndt/ Altobelli/Sander 1999, p.22). In addition, protectionist measures such as
import control and import duties can also be substantial entry barriers. Other than

that, mentioned political issues and also legal regulations have to be considered.
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When entering a foreign market legal provisions have to be investigated very
carefully due to deviating regulations regarding competition law, data security,
arrangement of terms and advertising law (cf. Czinkota/ Ronkainen 2007, p. 127).
Companies operating in the fashion industry need to take special attention to copy
write regulations in emerging markets. These regulations differ a lot from
European regulations also regarding the protection of a company’s own brand. It is
important to protect a fashion brand in the right way as the copying of brands is

widely common in these countries (cf. Easey, 2009, p. 36).
3.4.3 Cultural factors

Cultural-based differences have a strong impact on the success in a foreign
market. Culture comprises morals, traditions and specific behaviour in a certain
group of people but also observable behaviour pattern within this group. Such
patterns are values, attitudes, motives and beliefs which are passed on from
generation to generation (cf. Czinkota/ Ronkainen 2007, p. 53). Due to the fact
that culture is influencing the behaviour of human beings, it is important to make
adoptions and adjustments of local preferences in every process step when
entering a new market (cf. Zentes 2010, p.22f). The risk of losing business to local
companies or companies that show more cultural awareness is too high (cf.
Hollensen 2011, p.92).

3.4.4 Geographical factors

Geographical factors like the climate or the topography of a country have influence
on the internationalisation process (cf. Berndt/ Altobelli/Sander 1999, p.31). These
factors affect the demand of specific products or services as well as the
functionality. The endowment of natural resources is also a factor to consider when
entering a new market. The absence of company specific resources can cause
additional costs and may lead to a change in the supply chain (cf. Czinkota/
Ronkainen 2007, p. 22f). Moreover, geographic factors affect the delivery of
markets by influencing the logistic realisation of the distribution (cf. Zentes 2010,
p.21f). Concerning emerging markets the geographic factor plays an important
role. As BEMs are mostly characterised by their big size the transportation as well

as the distribution are widely influenced by geographic factors. Companies need to
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evaluate the their location wisely in order to have access to necessary

infrastructure.
3.4.5 Technological factors

In the last few years the technology progress has been as fast and innovative as
never before. This fast progress also effects the fashion industry a lot. The industry
aims to increase life quality and especially the speed and quality of production.
Manufacturing techniques as well as store facilities have been influenced highly by
technology progress (cf. Easey, 2009, p.37). But also the information- and
communication technology changed due to digitalisation, electronisation and
virtualization. Because of an increase of networking between several online
channels the comparison between products and services a fashion company
offers has become very easy. Customers have the possibility to compare products
and services regarding the return of items, goodwill, and price without any country
limitations. Therefore companies need to be innovative and always up to date
regarding technology trends and changes to compete with international

competitors (cf. Zentes, 2010, p.21f).
3.4.6 Demographic factors

The demographic factors includes the size as well as the make-up of a population.
Demographic changes are mostly relatively foreseeable but are sometimes
ignored by companies. Companies operating in the fashion industry need to
analyse demographic factors like the age and the size of their customers in detail
due to product adaptations and target group selection. BEM countries usually have
an enormous growth in population and therefore the number of young people is
rising. The fashion industry needs to react on these changes in order to guarantee
a market segment which is interested in their products and is big enough to make
profit (cf. Easey 2009, p. 43-47).

3.5 Specific considerations when entering emerging markets

This chapter concentrates on specific factors when entering emerging markets. Of
course all the other considerations as mentioned in chapter 3.3 also need to be

considered. The figure below gives an overview of the content of this chapter.
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Figure 4: Specific considerations when entering emerging markets (based on
Cui/ Lui 2000, p 55- 58)

During the last two decades, BEMs has experienced a conversion towards
privatisation, open trade policies and free market forces. Many companies have
started to enter and invest in these emerging markets due to growth and profit
potential. Some companies enjoy the fast growth and increasing revenues but
some companies have also taken high losses from their market entry in emerging
markets (Johnson& Tellis 2008, p.1). Many companies underestimate the
competition, the unstable environment and enlarging costs. Basically, companies
entering BEMs face two big challenges. Firstly, they need to understand the base
line market conditions and secondly, they need to dispose effective marketing
strategies (Cui/ Lui 2000, p.55). According to Cui and Lui there are some factors

which need to be considered when entering BEMs.

Diversity among the indigenous customer: Many companies are interested in
entering emerging markets due to the size and growth of the customer markets.
The diversity of these indigenous customers is often ignored by firms. There is a

common misunderstanding that these large countries have homogeneous
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customers. This error leads to difficulties in assessing demand and developing
marketing strategies. BEMs have large geographic areas which have regional
disparities and broad diversification on customer groups (cf. Geng 2006 p. 58f).
Disparities can be the level of economical development, the infrastructure and the
purchasing power (Zhang/ Zhang/ Liu2007, p.754). To understand the diversity
among the customers and develop an adequate, adopted marketing strategy for
each region is a key factor for companies entering emerging markets (Cui/ Lui
2000, p.56).

Understanding the market structure: Most literature focuses on investment
strategies, there is a lack of strategies on how to understand the structure of a
market. Many companies struggle because they ignore macro-economic factors
which leads to a distorted view of the marketplace (Cui/ Lui 2000, p.56). BEMs
countries are in an on going economic transformation and companies have

adapted their strategies to be successful (cf. Geng 2006 p. 70).

Geographic diversity and economic disparity: The assumption that BEMs can
be seen as one big country with a huge single market is a widespread error. The
relevance of geographic diversity and economic disparity is often overlooked by
companies (Johnson& Tellis 2008, p.1). BEMs metropolises developed into hotly
contested markets, thus vast areas show the opposite. Emerging markets normally
consist of many small sub-markets which differ in language, culture, purchasing
power, level of economic development, infrastructure and distribution options.
These differences need to be considered when developing strategies in emerging
markets (Cui/ Lui 2000, p.57).

Competition and product need: Of BEMs countries governments have reformed
the economy of the countries by opening the doors for various industries, reducing
tariffs, revising custom laws and strengthen intellectual property protection. Some
years ago global companies with a lot of resources started to operate in emerging
markets, today companies at any size enter these countries (cf. Lindner 2014, p.
10). In many cases companies over-estimate the need for their products while
underestimating the competition in emerging markets. As BEMs are generally
large countries, they do have different climate zones. Different temperatures are
only one example on how different the urge for a product can be even within one

country. Due to differences in their income, people living in metropolises have a
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higher demand on luxury products than people living in rural areas (Cui/ Lui 2000,
p.57-58).

4 International market entry of B2C fashion companies

in emerging markets

As described in chapter 3.2 there are many reasons for companies to enter
emerging markets. Main reasons are sales growth and the increasing opportunity
of higher profitability and competitiveness (Johnson& Tellis 2008, p.1). Due to a
higher complexity in all business activities when operating in foreign countries a
systematic and detailed approach is of central importance. The market entry
strategy therefore should be seen as an extensive process which defines
objectives, resources and policies. The process should provide a guideline for
marketing operations to ensure successful operation over a long-term period (cf.
Hollensen, 2011, p.19).

4.1 Market entry process for B2C fashion companies in emerging

markets

There is a various number of market entry processes mentioned in literature but
there is no guideline on how companies should enter emerging markets
successfully (cf. Johnson &Tellis 2008 p.1). Many companies believe, that a
unique product will automatically lead to great success in emerging countries.
They underestimate the challenges when entering a new market without a detailed
systematic plan. There are several factors and barriers which need to be
considered when operating internationally in a successful way (cf.
Fuchs/Apfelthatler 2009, p.269).

In general, the market entry concept consist of four phases which are the analysis,
planning, implementation and controlling phase. The analysis phase gives an
insight into the internal and the external situation of the company and its
environment (cf. Berndt/ Altobelli/Sander 2010, p.14). During the planning phase,
all relevant information gathered in the analysis phase will be translated into
strategic plans. In the implementation phase the company will turn the plans into
reality and during the control phase, all measures, plans and strategic goals will be

evaluated and controlled. If necessary, adaptations will be indicated (cf.
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Kotler/Bowen/Makens 2014, p.111). According to Franklin R. Root, the market
entry strategy is not a single plan but a constitution of many individual product and
market plans. It is crucial to plan a market entry strategy for each product in each
market. Main decisions on the entry strategy are the choice of the target market,
objectives and goals in the target market as well as the choice of the right entry
mode. Furthermore, the marketing plan needs to be adjusted to the target market
and there needs to be a control system to observe the success. Franking R. Roots
sees the elements of the strategy not as a fixed pattern but as a dynamic process
which chances and evolves in feedback loops. Operating in the market may lead
to a revision in one or all steps of the strategy (cf. Root 1994, p.1-4). Figure 4

shows these steps.
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Figure 5: The Elements of an International Market Entry Strategy (based on Root
1994, p. 4)

Another approach is Svend Hollensen five-stage decision model, which says that
the international market plan is a systematised process to help companies to

develop a global marketing plan. The first stage is the decision whether to
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internationalise or not. In this stage the “nine strategic windows” model is used to
combine industry globalism and the firm’s preparedness as decision criteria for
going international or stay in their domestic market. Benchmarking and the SWOT-
analysis are mentioned as appropriate tools. The second stage deals with the
decision which market to enter, covering the market segmentation, a competitor
analysis and marketing objectives. After a company has decided on their target
objective in the target market the next decision to make is the market entry
strategy. According to Hollensen there are three types of entry modes: export
modes, intermediate modes and hierarchical modes. In the fourth stage the global
marketing programme will be developed (cf. Hollensen 2011, p.7-9). The last stage
of the model is the implementation and coordination of the global marketing
programme meaning the translation of strategy into action. During this stage an
international marketing budgeting plan for three years as well as the organisation

and control is included. Figure 5 illustrates the model.
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Figure 6: The five-stage decision model in global Marketing (based on Hollensen
2011, p. 7)
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As Hollensen's model includes the question of whether to go international or not
as a central one, this model is not seen as the best one for this thesis. The
decision to go international is not of special significance for the thesis as the thesis
concentrates on the market entry concept, which will only be created when a
company already has decided to enter a foreign market. The concept of Franklin
R. Root is widely spread and accepted in literature and is therefore seen as an
appropriate approach for this thesis. Manfred Bruhn's marketing concept will be
applied to an overall structure in this thesis. The concept includes the four phases
as already mentioned (cf. Bruhn 2012, p.38-39).

4.2 Phases of a market entry concept

This chapter is going to deal with the procedure of an international market entry
concept. Planning for a market entry is an ongoing process with an open ending.
The concept is separated into different phase sequences which are not
compulsory consecutively. There is feedback and inter-dependencies between all
decisions made. This chapter describes the phases of a market entry concept
which consist of the analysis phase, the planning phase, the implementation

phase as well as the control phase (cf. Root 1994, p.2-4).

I Analysing Phase

( Implementation Phase

( Controlling Phase

Figure 7: Entry mode phases (own presentation)
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4.2.1 Analysis phase

The first step of a market entry concept is the analysis of the current situation. The
collection and preparation of relevant information is the key staring point in every
entry concept. Due to several country-specific conditions and a lack of experience
in operating in emerging markets the procurement of information is especially
important (cf. Berndt/ Altobelli/Sander 2010, p.87f.). Not only information about the
macro-economy and the industry require special attention but also internal factors
like the company analysis itself need to be examined. These internal and external
factors show interdependence and therefore need to be considered jointly (cf.
Zanger 2013, p.201). To combine the outcome of the internal and external analysis
the SWOT-analysis can be applied. The SWOT-analysis demonstrates the
strengths and weaknesses within an organisation and connects them to the
threats and opportunities of the company’s environment. The outcome of the
SWOT-analysis is the basis to determine internationalization goals (cf. Li/Gao
2013, p. 1091; Schawel/Billing 2014, p. 247). Figure 3 shows the external and

internal analysis resulting in the SWOT- analysis.

EXTERNAL
Macro- environmental analysis INTERNAL
- economic Company analysis
- politic - product readiness
- socio- cultural - corporate readiness

- technological factors

Industry analysis

Opportunitias and threats Strengths and weaknesses

Merging to SWOT

Figure 8: Overview of analysis structure (based on Schmid 2013, p 144)
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The SWOT-analysis is an on going process, which needs to be adjusted several
times to help a company to expand their strengths, alleviate their weaknesses,

minimize it's risks and exploit it's chances (cf. Schmid 2013, p. 145f).
Macro- environment analysis

The macro-environment of a company is the country environment of the foreign
market which cannot be changed by the company. Therefore, a systematically and
very detailed analysis of these factors is crucial (cf. Hodicova 2007, p. 9;
Nazar/Saleem 2009, p. 106). Due to the fact that several authors recommend the
PESTLE analysis as the most expressive method for analysing the macro-
environment, this method will be used. The PESTLE analysis includes political,
economic, socio-cultural, technological, environmental and legal factors, which can

influence a company’s performance in a foreign country (cf. Brickau 2007, p.143).

P S E
Palitics Social Environment

E i 2 1T L
Economy Technology Legal

Figure 9: PESTLE structure (own presentation)

These factors give an overview of the wealth of a country independent from the
industry a company wants to operate in. All factors interact with each other and
have an impact on the micro-environment of a company. The impact can either
strengthen, weaken or even eliminate a company’s performance. Political, socio-
cultural, economic as well as technological aspects can even exclude certain
internationalisation purposes in advance (cf. Kreutzer 2013, p. 42). Political,
economical and technological considerations are significant due to the fact that
every company needs to think about future developments regarding security,
expansion and demographic and technology changes. Since most companies
have limited resources, chambers and governmental institutions support

companies to analyse and evaluate these factors (cf. Schmid 2015, p.149f).
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One key performance indicator is the culture of a country. As culture is not learned
but shared and passed on from generation to generation this fact has a big impact
on the company’s performance in a foreign country  (cf.
Zentes/Swoboda/Schramm-Klein 2010, p.20f). The culture of a country has direct
influence on fashion as well as the role of work, the leisure activities and the ethic
attitude of people influence buying behaviour. Especially if the culture differs a lot
from the home culture this indicator needs to be considered as key factor. When
talking about emerging countries, the analysis of the culture is a prerequisite for
entering the market successfully. According to Hofstede, there are six different
dimensions which differentiate cultures from each other. Through the analysis and
evaluation of the six dimensions the cultures of countries can be compared and it
makes it easier for companies to deal with foreign customers and business
partners abroad (cf. Kutschker/Schmid 2008, p.718f.).

Power Distance: The Power distance gives information about the degree to which
people with less power accept people with a lot of power within one society (cf.
Hofstede 2005, p. 45f).

Individualism versus Collectivism: Individualism means that everyone in the

society is responsible for his/her own well-being (cf. Hofstede 2005, p. 74).

Masculinity versus Femininity: A Masculinity society is characterised by the
perseverance, attainment and material rewards. In this society competition
dominates. A Femininity society prefers cooperation, is humble and cares for the
weak ones (cf. Hofstede 2005, p.115).

Uncertainty Avoidance: The uncertainty avoidance index gives information about
the degree to which people of a society feel uncomfortable with uncertainty and
ambiguity (cf. Hofstede 2005, p.165).

Long Term Orientation versus Short Term Orientation: This dimension describes
the degree of linking with the past while dealing with the present and the future (cf.
Hofstede 2005, p. 208).

Indulgence versus Restraint: This factor shows to with extent people try to control
their desires. Societies which are less controlled are indulgent societies and the
ones which are more controlled are called restraint (cf. The Hofstede Centre
2017).
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According to Easey, some macro-environmental trends can be identified within the
fashion industry. Generally, fashion trends tend to change very quickly. Some
trends are led by business and some are driven by consumers. Changing in work
and lifestyle has effected fashion trends a lot which has lead to more casual and
“free time” fashion rather than business fashion. Especially sportswear fashion is
becoming more poplar as people are seeking for functional but stylish items. There
is no longer a strict separation between casual fashion and sport fashion (cf.
Easey 2009, p. 56-58).

Another change in fashion industry is the shopping pattern. Most people prefer to
shop in malls as this is seen as time saving due to the closeness of all kind of
retail shops. Also online shopping is a trend which influences fashion companies a
lot. Retail stores are facing the challenge to not only compete with other similar
retail stores but also with online providers. This leads to pressure regarding the

price, the convenience of delivery and product variety (cf. Easey 2009, p. 56-58).
Industry analysis and competition

The industry structure to a large extend defines the competition of a company
within the industry in which a company operates. Important factors of an industry
structure are the market type (oligopolistic- or atomistic market) and the market
entry barriers including subventions for domestic providers, import customs and
other restrictions for foreign companies. Another factor affecting the industry
structure is the intensity of competition. Due to the easing of trade barriers the
competition in emerging countries increases, as the market potential is evaluated
as very high for many industries. The capital intensity of an industry also plays an
important role regarding the working intensity resulting in high or moderate labour
costs, depending on the industry structure in a country. Other industry structure
factors are added value of an industry as well as the technology conversion.
Beside the general conditions of an industry structure, the competitors, the
suppliers and the customers need to be analysed (cf. Berndt/ Altobelli/ Sander
1999, p.32f).

Competition: The analysis of the competition includes not only the identification of
the competitors but also the evaluation. Identifying the competition means to

determine if the competing companies are local firms or international ones (cf.
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Glowik 2016, p. 27). Especially in emerging markets the share of global
companies increases rapidly (cf. Strietzel 2005, p.128). After the competition is
identified, a systemic evaluation needs to be conducted. The market power, the
strategic orientation and the market coverage are of special interest. The size of
the market share of a competitor gives information about the power the competitor
has on the market. Resources and potentials are also indicators for the
powerfulness of a company. The strategic orientation of a company can be
identified through a general market cultivation strategy, meaning cost leadership,
differentiation or niche market strategy. To evaluate the market coverage of a
competitor the product range and the level of distribution need to be assessed (cf.
Berndt/ Altobelli/f Sander 1999, p.32f).

Suppliers: According to Berndt there are several factors concerning the analysis

of the suppliers.
e Number and size of the suppliers
e Concentration and market power
e Quality of the raw materials and precursors
e Labour supply
e Offer of nominal commodities (cf. Berndt/ Altobelli/ Sander 1999, p.33).

The quality of the raw materials and precursors need special attention as this
quality has a direct impact on the quality of the finished product. The quality of a
product is decisive for successful distribution. Another important factor is the
meaning of local content rules (cf. Berndt/ Altobelli/f Sander 1999, p.34). Especially
emerging markets try to strengthen their own economy by establishing such
regulations. Local content rules define that a certain proportion of the value chain

has to be created by local suppliers (cf. Strietzel 2005, p.129).

Customers: The analysis of the customers includes various factors. The demand-
related behaviour on different markets is an interesting element when analysing
buyers. This behaviour can be examined through the buying behaviour, the
frequency of need, the product specifications or the requirements as well as
through the brand choice. Another important factor is the development of the

needs structure. For a company it is important to know if the offered product is

25



needed on the foreign market and how customers are likely to use the product.
Some goods might be standard commodities in one country whereas in other
countries these goods are not used regularly. This leads to the next element of the
analysis which is customer preferences. How, how often and why a product is
used mainly depends on the culture of a country. Companies need to be aware of
cultural preferences and adapt the product, the distribution channel as well as their
marketing strategy according to the countries individual needs. Market
segmentation can help companies to group customers together regarding
similarities. The willingness to pay is also one component to analyse customers.
Depending on the purchasing power of a country, customers show broad
differences regarding the readiness to spend money on a specific product (cf.
Berndt/ Altobelli/ Sander 1999, p.34- 36).

To analyse the industry in which a company wants to operate is important and can

prevent from failure (cf. Strietzel 2005, p.129).
Internal analysis

The internal analysis deals with the corporate and product readiness of a
company. In contrast to the external factors, these variables are influenced by the
company itself and are changeable. It is a key strategy to analyse this factors

precisely in order to gain honest and useful information.

Corporate readiness: Company figures like the size and the age but also the
resources of a company meaning technology, locations and human resources are
evaluated. Person-related resources include the motivation for decision making,
the risk appetite, orientation to foreign markets as well as experience and
knowledge of the decision makers (cf. Fuchs/ Apfelthaler 2009, p.273; Nazar/
Saleem 2009, p. 105).

Product readiness: The readiness of a company’s product can be measured by
the possibility to standardise or adapt, the life cycle phase in which the product
currently is, the novelty and the USP, service requirements and the possibility of
physical transfer (cf. Fuchs/ Apfelthaler 2009, p.273; Nazar/ Saleem 2009, p. 105).
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4.2.2 Planning phase

The main objective of the planning phase is the promotion of the goal and future
orientation. This phase includes the definition of the relevant market and the
segmentation, strategic goals, the market entry mode selection as well as the
development of the marketing mix (cf. Bruhn 2012, p.38-40). As the planning
phase is of great importance for this master thesis, more information can be found

in chapter 5.
4.2.3 Implementation phase

The implementation phase is as important as the analysis and planning phase in a
market entry concept (cf. Berndt/ Altobelli/Sander, 2010, p.214f). Despite a
detailed analysis and planning phase many companies do have problems with
bringing these approaches into reality. Companies struggle with the connection of
the strategic process after the planning phase. Sometimes external providers take
over the analysis and the planning phase of a market entry concept which leads to
an unaligned process. This may lead to a situation in which the company has a
lack of management for the implementation of the strategies (cf. Bruhn 2012,
p.82).

4.2.4 Controlling phase

The last phase of the market entry concept deals with the coordination of planning,
monitoring and provision of information. Marketing control makes it possible for the
company to adapt to environmental changes. From today’s perspective not only a
target- actual comparison should be made but comprehensive control activities
conducted and procedures and decision processes in the field of marketing should
be critically reviewed (cf. Bruhn 2012, p. 293).

5 Planning phase of a market entry concept

After the decision to enter the most attractive foreign market, the company needs
to develop a market entry strategy. Therefore, the company needs to weight to
what extend an adaptation of the market entry strategy they are using in their
domestic market is necessary. The market entry concept success is only possible
if the company adapts the concept to the strengths of the company but even more

importantly to the market situation (cf. Sternad/Hofferer/Haber 2013, p.111). Once
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a company has decided to enter a market, the key questions are the choice of
timing and the choice of the market entry mode (cf. Zentes/Swoboda/Schramm-
Klein 2013, p.111). As already described in chapter 4.2.2 the planning phase
consists of the definition of the strategic goals, the market and target group
segmentation, the classification of the entry mode and the choice of timing
strategy (cf. Bruhn 2012, p.38f).

5.1 Definition of strategic goals

The first step of every marketing concept is the definition of strategic goals. Only if
the companies know their goals, the right processes, tools and approaches can be
applied and evaluated (cf. Berndt/ Altobelli/ Sander 2010, p.99). In order to
formulate the marketing goals as specific and concrete as possible, the
consideration of market segmentation is very important. Once a company has
selected the market segments they want to operate in and defined their goals they
will use different marketing instruments to reach their objectives (cf. Bruhn 2012,
p.45). According to Meffert, four requirements need to be fulfiled for the

formulation and application of the target setting (cf. Meffert 2012, p.255f).

Compatibility: Segment-specific goals need to be compatible regarding the
company’s vision, mission and general cooperate principles (cf. Bruhn 2012, p.45-
46).

Attention to target relationship: 1t is recommended to be aware of relationships
between different targets. Generally literature differentiates between tree types of
relationships. Complementary goals are goals which support each other, for
example revenue and profit goals. When the achievement of two or more goals is
completely independent from each other they are called indifferent goals. These
type of relationship does not exist in this form any more. Conflicting goals however

are goals which damage each other (cf. Bruhn 2012, p.45-46).

Hierarchy: The connections between goals are of utmost importance. Best
practice is, when sub-goals support the achievement of the primary goals (cf.
Bruhn 2012, p.45-46).

Operational: Economic goal formulations are mostly defined in numbers, which

makes the control of attainment relatively easy. When it comes to pre- economic
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goals definitions are difficult which makes it hard to measure the outcome.
Therefore, pre-economic goal formulations need to be taken care of (cf. Bruhn
2012, p.45-46).

Summarising, the objectives have to be specified for each market in order to gain
foreign success (cf. Berndt/ Altobelli/ Sander 2010, p.99).

5.2 Definition of the target market

Once a company has decided to go abroad, the finding of the right target market is
of key significance. Companies tend to do a primary screening of countries before
they determine attractive market opportunities. One widely used screening method
is the classification of the target markets in two or tree piles. The markets which
meet all the criteria, defined by the company will be allocated to the “Go” pile. The
markets which do not meet any of the criteria will be grouped to the “No Go” pile.
The third group of markets are the ones which meet some of the defined criteria
and might be interesting for the company in the future (cf. Kotabe/ Helsen 2011,
p.222).

After identifying the relevant target market the company builds strategic business
areas around these markets. A wrong differentiation of the target market can lead
to failures when operating abroad. If the target market is narrowed down too much,
potential competitors as well as potential customer needs are not taken into
account. Otherwise, if the target market is too broad, potential customers might go
for companies which are more specialised. The market definition therefore shows

the market size of the relevant market for the company (cf. Meffert 1994, p.41).
5.2.1 Market segmentation of emerging markets within the fashion industry

In literature, market segmentation is defined as the process in which groups of
people with homogeneous attributes, who are likely to respond to a company’s
product or service in a similar way, are grouped together. Marketers have been
interested in market segmentation for many decades. Once a writer proposed
following characteristics as universally valid for every person to be the same: the
need to be beautiful healthy and free of pain, and the love of mother and child.
However, due to the characteristics of emerging markets, the segmentation

process has a stronger significance, as in urban parts of a country the views on
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international brands and products tend to be more open than in rural regions,

especially in the fashion industry (cf. Keegan/Green 2011, p. 236-238).

In emerging markets, the segmentation of the country is especially important.
Emerging markets are countries of big size and therefore the needs of customers
cannot be seen as homogeneous. Due to the geographical conditions emerging
markets need to be segmented very carefully. Literature mainly uses first
differentiation among regions to segment the huge market. Segmentation by
region is seen as a starting point as people living in the same area at least have
similar basic needs and are used to the same infrastructure, climate and other
living conditions. Another reason for segmenting emerging markets into regions is
that the cities in these countries mostly show a completely different level of

economic development than rural areas (cf. Holtbrugge/ Puck 2008, p.145f).

According to Cui and Zhu, China can be separated in seven different markets.
Segmenting China in different geographical parts can facilitate company’s decision
which areas to enter first and identify the areas of interest (cf. Cui/Zhu 2000, p. 56-
60).

South China: Guangdong, Fujian and Hainan Provinces, and Hong Kong are parts
of South China. This area is one of the most productive regions of the country and
people living there are known for their openness towards western countries and
their emphasis on entrepreneurial spirit. The population in this area is rising
constantly and is obtained as trendsetting among Chinese culture. The southern
part of China has many coast cities and is well known for water sports like wind or
kite surfing. Beside water sports southern China is a venue for mountain lovers.
The area is full of high mountains and is popular with extreme mountain bikers (cf.
Cui/Zhu 2000, p. 56-60).

East China: The eastern part of China is entered around the mouth of the Yangtse
River, consists of the city of Shanghai, and the Zhejiang and Jiangsu provinces.
Shanghai is known as the financial and industrial centre of China but also as the
regional cultural nucleus in the country. People living in East China are known for
their brand awareness, their interest in fashion and their quality seeking. The
eastern part of China can be characterized by a high level of economic

development, a high level of innovation and by being the place of trendsetting in
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fashion. Not only fashion trends are distributed by the eastern metropolis
Shanghai but also new kinds of sport activities. Urban street style like skating or
BMX is very popular there (cf. Cui/Zhu 2000, p. 56-60).

North China: North China includes Beijing, Tianjin, and the provinces of Hebei and
Shandong. North China experienced an enormous economic growth due to high
attraction for foreign investors. Many port cities enable an effective trade possibility
all over the world. People living in North China tend to be conservative but are still
open to new products and brands. Many cities in North China are located near to
the sea and therefore some areas in North China are well known by surfers. In
winter, this area changes into one of the coldest places in China. As North China
shows a big size of high mountains, skiing and snowboarding is popular there (cf.
Cui/Zhu 2000, p. 56-60).

Central China: Central China which includes the provinces of Henan, Hubei,
Hunan, Jiangxi and Anhui, is the heartland of China and concentrates on
agriculture. Due to flood and drought some parts of Central China are some of the
poorest in the country. Nevertheless, also this part of China is growing constantly.
The inhabitants of Central China still have a fashion-conscience even if their
purchasing power is limited. They strongly go for trends in metropolises and
coastal areas (cf. Cui/Zhu 2000, p. 56-60).

South-West China: This part of China has always been of great interest for foreign
investors. Even though South-West China has a good industrial output and a
tremendous population investors describe the consumer market as sluggish. The
fact that the topography of this part of the country makes it a hardly accessible
region, this region is expanding its economy. As many minorities live in the area it
is the most culturally diverse region of China. In contrast to other parts of China
the South-West inhabitants have a slow pace of life and are still not as enthusiastic
about western products as the population of the other parts. As the area is rich in
natural resources and high in population this area has a lot of potential (cf. Cui/Zhu
2000, p. 56-60).

Northwest China: Northwest China consists of the provinces of Shanxi, Shan’xi,
Gansu and Qinghai, and the autonomous regions of Inner Mongolia, Ningxia and

Xinjiang. This area is characterised by high mountains and expending deserts and
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is relatively less developed because of landlocked locations. Northwest China is
trying hard to get more attractive for global businesses. The purchasing power in
this area is quite low and as a consequence also the fashion-consciousness is
limited (cf. Cui/Zhu 2000, p. 56-60).

Northeast China: In this area heavy industries like mining, auto mobile industry
and machinery are established. Northeast China is known for many industrial cities
and difficult weather conditions. The winters are long and very cold and people
struggle with low income and hard living conditions. Nevertheless northeast China
successfully established winter sports as an attraction for tourists but also for
Chinese people to visit the cold northeast. Today this part of China is known for
the largest skiing resort in whole China and many famous winter sport stars are

training there nearly all year long (cf. Cui/Zhu 2000, p. 56-60).

Literature recommends to enter Chinese metropolises first when introducing a
western brand as people there are mostly open minded towards western products

and seek for innovative and trendy products (cf. Cui/Zhu 2000, p. 56-60).

Another geographical approach, which is mainly used in economy, is to divide
China into tiers. Main first tier cities are Shanghai, Beijing, Guangzhou and
Shenzhen. First tier cities are characterised by having a GDP over 260 billion
Euro, being controlled directly by central government and having more than 15
million inhabitants. The two main second tier cities are Chongqing and Chengdu
both located in Central China. Second tier cities have a GDP between 60 and 250
billion Euros, consist of provincial capital cities and sub-provincial capital cities and
include cities of three to 15 million people. Chinas third and fourth tier cities are
mainly are country level cities which are quite underdeveloped (cf. Multimedia,
2016)

Next to geographical segmentation, there are many other approaches on how to
deal with international market segmentation. Research has highlighted that the
intranational and the integral market segmentation method are especially useful
when entering foreign emerging markets as they can provide a great overview and
help targeting marketing actions more precisely (cf. Kale/ Sudharshan, 1983,p.
68).
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Intranational Market segmentation: the intranational market segmentation has
the goal to identify and choose segments within the selected countries. Three

starting points can be considered.

e The classical market segmentation taking into account common

segmentation criteria
e Segmentation on the basis of user expectation

e Segmentation due to life- style- typologies (cf. Berndt/ Altobelli/Sander
1999, p.115).

The common segmentation criteria include socio-demographic, psychological as
well as the buying- behavioural- and communication characteristics, but also
include criteria that have a strong influence on the target group of the fashion
industry such as the usage of media. All of the above criteria have a strong impact
on how customers of the fashion industry acquire new products. Nevertheless
critics of this approach suggest that the very low buying relevance component and
the connection to the product is completely missing, however advantageous the
high comparability transnationally and the efficiency of the elevation are (cf.
Emrich 2008, p. 218).

The user expectation approach is based on the statement of the respondents
regarding the satisfaction of needs when using the product or service a company
offers. This method shows high relevance in terms of transnational buying
behaviour but the data collection is very complex (cf. Berndt/ Altobelli/Sander
1999, p.115).

Segmenting on the basis of lifestyle-typologies means to group people due to
same attribute and behaviour pattern in order to conclude on their buying
behaviour. This segmenting approach is considered to have a huge significance
when selecting target groups in the fashion industry, as they can give a clear

outline of current trends and their market potential (cf. Emrich 2008, p.228).

For example the study of Forest Ma has shown that the Chinese market can be
segmented in four distinctive life style typologies. These orientations can be

transferred as generally valid for all Asian emerging countries (cf. Forest 2004).
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The first style are the fashion- oriented customers. This group of people like to
keep up with the latest trends, tries new products and brands. Fashion- oriented
customers tend to be impulsive, affective and like to express their feelings in
activities. Eventhough they like to buy latest fashion they are general price-
conscious. They are always looking for the cheapest deal and are more inclined to
buy fake brands. These people can be easily convinced by advertisement due to
their impulsive shopping behaviour and fashion-orientation. Fashion-oriented
customers are mainly living in metropolises and have access to communication
channels like the TV or the internet (cf. Forest 2004).

Tradition-oriented consumers: Tradition-oriented people are conservative and
do not like fashion changes. Additionally, they are not likely to spend money just
for entertainment. This group of people prefers job security to high income
potential and sees family as the most important factor in life. They live for their
families rather than for their careers. As the fashion-oriented customer also the
tradition-oriented customer is price-conscious. In contrary the tradition-oriented
people prefers buying cheap domestic products and they cannot be convinced by
advertising. The tradition-oriented customers can be found in cities but are more

often based in rural areas (cf. Forest 2004).

Achievement-oriented customer: This group of people is characterised by a
strong will of being successful. Achievement-oriented customers are seeking for
innovation, change and novelty in their lives. They prefer high quality products
and consume a lot of internationally branded items. Different to the other lifestyle
orientation customers, the achievement-oriented ones do not care about the price.
This group of people is mainly based in big cities and works for international

companies (cf. Forest 2004).

Moderate-oriented customer: The moderate-oriented customers are to a large
extent influenced by the Chinese culture. They tend to express neither negative
nor positive feelings about a product or a brand. The moderate ones represent the
largest lifestyle-orientation segment in China. Therefore, moderate-oriented

customers can be found all over the country (cf. Forest 2004). |
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5.2.2 Segmentation criteria

When segmenting a market, the following attributes should be valuable for each

identified segment:

Measurable: Market segments are usually determined by sales volume or
other indicating values. Is vital for marketers to have a measurable
segment, because it can only be compared in that way (cf. Hindes/Bruce
2007, p. 76-77).

Sustainable: The potential as well as the size of a market need to be
determined, because it would make no sense to invest in a market that has
insufficient size or negligible spending power or no interest in European
brands (cf. Hindes/Bruce 2007, p. 76-77).

Accessible: When selecting a market segment, a company needs to
consider how a target audience can be accessed and crucially, if the
company has the ability to do that or what the costs are if not. For example,
different segments respond much better to social media than outdoor
advertising, or any number of other approaches (cf. Hindes/Bruce 2007, p.
76-77).

Differentiable: The ideal market segment contains customers that have
similar preferences and characteristics but can be clearly differentiated from
other segments so that marketing effort can be implemented without

overlapping.

Profitable: It is important that a segment fulfils all the required

characteristics to operate profitable within the segment.

Stable: The market needs to be reliable and steady over a longer period of
time (cf. Freyer 2011, p.186)

Actionable: it is vital for a market segment to have practical value, its
characteristics must provide helping data for a business to be viable and
also have outcomes that can be quantified (cf. Hindes/Bruce 2007, p. 76-
77).
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5.2.3 Target group selection based on qualitative selecting procedures

Finding the right target groups is essential for any business success, as only after

identifying those it will be possible to target any marketing actions at them.

According to Mandy Porta, most of businesses target their audience too wide, for
example targeting single mums, or anyone “who is interested in fashion” will be
way too general. However, this does not mean one should exclude someone who
does not fit the criteria but rather focusing on a specific target group helps to
spend time and money more efficiently and also to bring across the brand

message to a more responsive audience (cf. Porta 2015, Inc).

Companies which operate internationally with a global brand mostly use similar
pre-defined target group segments globally and hence need to find customers who

belong into those groups within each market (cf. Porta 2015, Inc).

Literature provides a broad variety of qualitative methods for choosing the right
target group. According to Freter the checklist method as well as the profile
method can be used to identify which market segments, more specifically which
target group segments, are of greater interest for a company (cf. Freter 2008, p.
223).

The checklist method assesses segments according to the presence or absence
of relevant attributes. The approach includes three steps. Firstly, relevant criteria
need to be selected. These criteria depend on the company itself but also on the
market. Company dependent but also company independent factors should be
considered (cf. Dibb/ Simkin 1996, p.35). Examples for the relevant attributes in
emerging markets within the fashion industry can be: the size of the segment, the
purchasing power within the segment, the growth potential of the segment,
special free time activities like sports, climate conditions in different segments and
many more. Afterwards the review of the criteria compliance for each segment
needs to be conducted. In the case of emerging markets, segments mostly
constitute specific areas of a country. The segments (areas) which do not fulfil the
relevant attributes will be eliminated. If many attributes are relevant to evaluate the
segments, a minimum degree of fulfilment of the attributes can be set (cf. Freter
2008, p. 223).
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The checklist is a fast, easy and cost-efficient way to sort out segments which are
not worth considering. An adverse affect of this method is that it allows only a yes
or no choice, not taking the degree of impact into account. The importance of the

evaluation criteria cannot be assessed (cf. Freter 2008, p. 223).

Therefore, literature recommends to extend the checklist. This method is then
called the profile method. In contrast to the checklist the profile method gives the
chance to evaluate the attributes graded. This means the degree of presence of
an attribute can be assessed through a 5,7 or 100 points scale. By connecting
each assessment, a profile of each segment can be illustrated. The strengths and
weaknesses of a segment can be immediately seen and the segments with the
highest point values can be assessed as the most appropriate ones (cf. Green
1988, p.84). One approach of this method is to additionally create an ideal-profile
which can help to identify the most relevant segment. The profile method present
all advantages of the checklist but due to the differentiated assessment the profile

method shows more significance (cf. Freter 2008, p. 224).
5.2.4 Targeting

After identifying the market segments a company wants to enter, a decision has to
be made whether to enter a segment or not. If the decision is made to enter the
segment there is the need of an appropriate targeting strategy (cf. Roemer 2014,
p. 221). According to Keegan there are three basic categories of target marketing

strategies (cf. Keegan/Green 2011, p. 257).

Standardised Global Marketing: Standardised global marketing, also called
undifferentiated target marketing, means creating the same marketing mix for a
mass of potential customers. This way of targeting is equal to mass marketing in
one country, believing that there is a mass market in the whole world, which can
be reached through a standardised marketing mix. Products need to be available
in big numbers at any time and the product adoption is minimised. The attraction
of standardised global marketing are low production costs (cf. Keegan/Green
2011, p. 257). Depending on the positioning of the brand, a standardized global
marketing is still done by some big fashion companies. However, most fashion
companies adapt to local requirements in order to meet customer expectations

more precisely.
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Concentrated Global Marketing: This approach develops a marketing mix to
reach a niche segment. A niche is defined as one single segment of the whole
market. Many hidden champions use this way of targeting. As the general fashion
market is getting more and more overcrowded, hidden champions find their
success in concentrating on a smaller segment and be the best in it. These
companies concentrate on global depth and not on national breadth (cf.
Keegan/Green 2011, p. 257).

Differentiated Global Marketing: The last targeting strategy, also called multi-
segment targeting, tries to reach two or more market segments by offering a broad
marketing and product mix. Companies might target high-end customers, selling
high quality products and using well-known brands. At the same time companies
target customers who also have an affection for the brand but are willing to pay
less and accept less quality or features in exchange. A good example for this
strategy is Dolce&Gabbana, who used to operate a cheaper and younger targeted
label next to their main one. This approach offers a high market coverage to a

company (cf. Keegan/Green 2011, p. 258).
5.2.5 Positioning

Positioning is the main and final step of the segmenting, targeting and positioning
process (STP Process). Taking into account the data findings from the previous
steps, the positioning acts as the bridge between the evaluation phase and the

actual marketing mix implication.

Successful positioning means, creating a picture of a brand in the customer’s
mind, which differs from its competitors benefits and values, makes it memorable
and distinctive. The right positioning is relevant to a company because it
establishes a connection that can automatically cause positive feelings for a
customer when seeing the product. When positioning a product it is crucial to be

different to the competitors (cf. Keegan/Green 2011, p. 258).

Therefore two different approaches have been evaluated:
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Figure 10: Porters generic competitive strategies (based on Cambridge University,
2014)

Differentiation: Generally the differentiation strategy is applied for products or
services which offer an innovation or a unique attribute that is valued by
customers. The added value allows the company to charge a premium price which
should cover the additional costs needed to create the value. In case a supplier
raises the price, the company might be able to pass on the additional cost to the
customer as there are no substantial products available on the market. Companies
which successfully develop a differentiated strategy distinguish themselves from
others though a highly skilled and creative product development team. Additionally
these companies need to assemble a sales team which is well instructed and is
able to outline the value added detail. A risk which, can occur, is the imitation of

the unique attribute by the competitors (cf. Porter).

Cost Leader: If companies choose to position themselves as a cost leader they
offer lower prices than the average market price is. A certain quality still need to be

guaranteed, depending on the average quality available on the market. When
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selling products below the market price a company has the possibility to gain
market share. In the event of a price war the cost leader is able to make at least
some profit while other competitors will suffer. Generally, the cost leader is able to
stay on the market for a longer period even though the market conditions change.
Typically, companies using cost leadership target a broad market. Ways of
creating a cost advantage are improving process efficiency, gaining access to
lower cost materials, executing optimal outsourcing. Companies which are able to
develop cost leadership mostly invest a lot in production processes, which can
establish entry barrier for competitors. Additionally, a high production expertise and

efficient distribution channels are necessary (cf. Porter).

Furthermore, it can be differentiated between a topic and a speed leader. Topic
leaders concentrate on providing more precise information on offered products
than competitors do. In contrast to topic leaders, speed leaders orientate
Themselves on supplying information faster the competitors to reach more
customers in less time. Through this method the market share can be increased
(cf. Kollmann 2016), p.338).

5.3 Classification of entry modes

An international market entry mode can be described as “an institutional
arrangement that makes the entry of a company’s products, technology, human
skills, management or other resources into a foreign country possible” (Root 1994,
p. 5). The main question companies need to answer is which market entry mode is
the most appropriate for the market they want to enter. According to Hollensen,

there are three different rules to consider.

Naive rule: The company uses the same entry mode for all countries. This
approach ignores the fact that each market is different and individual (cf.
Hollensen 2001, p. 320).

Pragmatic rule: In this case the company chooses the most workable entry mode
for each market. When starting to export, companies tend to choose the entry
mode which provides the lowest risk. If the chosen entry mode is not profitable the
company will look for another workable entry mode. This means, not all available
entry modes are analysed and compared and the most workable mode might not

be the best one. However, due to timing reasons, it might be preferable to start at
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some point and use the findings on the way to improve the strategy (cf. Hollensen
2001, p. 320).

Strategic rule: The company systemically analyses, evaluates and compares all
entry modes before the decision which one is chosen is made. The decision is
based on which entry mode maximises the profit and allocates resources most
efficiently (cf. Hollensen 2001, p. 320).

According to Root, most companies choose the naive rule or the pragmatic rule

even the strategic rule is the most effective one (cf. Root 1994, p. 6f).

When entering a foreign emerging market, companies have two options. They can
either export their products directly to the new market or shift their resources to the
foreign country and organise distribution themselves. In the first case the company
has to decide if they want to distribute directly to the customer or include a local
distributor. Seeing it from an operational view, these two options can be broken
down into several entry modes, which can bring advantages and disadvantages
depending on the company itself as well as on the target market (cf. Root 1991,
p.6f).

5.3.1 Overview of entry modes

Market entry modes, seen from the perspective of the manufacturer, can be
categorised in three different groups which differ in the intense of control, risk and
flexibility (cf. Hollender/ Zapkau/ Schwens 2016, p. 124f). The first group consists
of export modes, which are characterised by low control, low risk but high
flexibility. The intermediate modes, also called the contractual modes share control
and risk and split the ownership. The last section are hierarchical modes or
investment modes which are characterised by high control, high risk and low
flexibility. There is no statement about which entry mode is the best one as it
depends on several internal and external factors. These factors vary from
company to company. Many companies use more than one entry mode due to
different product lines, which require various entry modes (cf. Hollensen
2011,p.327).
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Export modes ——* ——— 100% externalizing
(low control, low risk, high flexibility)

Intermediate modes » (shared control and risk, split ownership)

Hierarchical modes ——— : 100% internalizing
(high control, high risk, low flexibility)

Figure 8: Classification of market entry modes (based on Hollensen 2011, p.317)

Different modes of export

Export is the most common, fastest and easiest way of entering a foreign market,
especially for firms that go international for the first time (cf. Hanslik 2012, p.76).
Reasons for companies to export are widely spread but one main reason are the
receiving unsolicited orders from customers in a foreign country. Companies often
see this as a stimulus to investigate in potential growth. This is especially true for

emerging markets.

Export modes are characterised by the fact that the final or intermediate product is
manufactured outside the target country and gets transferred to it (cf. Root 1994,
p.7). The manufacturing place is either in the domestic country of the company or
in a third country. When deciding for an export mode, companies need to think
about which responsibilities they want to handle themselves and which ones hand
over to an external agent. By making this fundamental decision the company

either chooses an indirect or a direct export (cf. Osland/Tayler/Zou 2001,p.154).

When companies exclusively go for indirect export, the firms only do domestic
transactions. The export activities regarding custom regulations, administrative

issues as well as insurance concerns are managed by a domestic intermediate. An
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intermediate can be a domestic export enterprise but also a domestic trading
house (cf. Zentes/Swoboda/Klein 2010, p. 225). These intermediates are mostly
characterised by a broad country and market knowledge. This guarantees foreign
companies to get fast access to a foreign market without fearing any domestic
legal, economic or cultural difficulties. Knowledge about the market is one main
reason why companies decide on doing indirect export. (cf. Dehnen 2012, p.93).
Nevertheless, working with external, domestic agents mean several risks. One
major risk lies in the lack of control a company has regarding the way a product or
service is marketed, its sales channel as well as the customer service connected
to the product (cf. Grinig/ Morschett 2012, p. 125). Inefficient performance can
lead to bad reputation and image damages of the company internationally. When
using indirect export the company neither gains a lot information about the foreign
country nor gets an insight about market potential (cf. Ruth/ Haag 2015, p.78). For
the company it is hard to identify potential sales agents or distributors. Otherwise
exporting means very low investments and risks and companies still have the
power to decide which agents to choose for their products (cf. Dehnen 2012,
p.93).

Direct export happens when a manufacturer or exporter directly sells to an
importer, agent or distributor based in the foreign target market (cf. Berndt/
Altobelli/Sander 2010, p.146). In colloquial language the terms distributor and
agent are often seen as the same. This is not true as a distributor take the title of
the products, finance inventories and takes risks. Distributors are representatives
of the company and buy on their own accounts. Therefore, they are allowed to
determine the conditions of sales. Retail or wholesale establishments are often
owned by distributors. It is in the interest of the distributor to market the product in
a good way, because bad reputation on the product would damage also the image
of the distributor (cf. Grunig/ Morschett 2012, p. 126-128). In comparison to
distributors, agents represent an exporting company which sells to wholesalers
and retailers in the imported country. Agents operate in geographic areas working
together with sub-agents, who assist them. The exporter ships the orders directly
to the customer, all financial activities are made between the exporter and the
customer. The commission, paid by the exporter, is shared between the agent and
the sub- agent (cf. Dehnen 2012, p.94f).
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Contractual modes

In general, contractual modes happen when a company is not able to supply all
foreign markets from the domestic or third country manufacturing (cf. Hollensen
2011, p. 356). Contractual entry modes differ from export modes regarding the
outsourcing and transfer of knowledge and skills although they can also create
export opportunities (cf. Root 1994, 9.7). The ownership and control is shared
between the manufacturer in the domestic country and local foreign partners. The
most common forms of contractual modes are contract manufacturing, licensing,

franchising and joint venture.

Contractual manufacturing: Contractual manufacturing is of special interest for
companies who have limited resources. The reason for this is that these modes
enable companies to establish and control the marketing, sales, distribution, R&D
and services for their products but transfer the production to a local company (cf.
Hollensen 2011, p.356- 358; Kotabe/Helsen 2001, p.297).

Licensing: Licensing means a company gives a foreign firm the right to use their
industrial property for a certain period of time (cf. Roof, 1994, p.7). The company
who uses the licence, called the licensee, pays license fees to the license holder,
who is called the licensor (cf. Dehnen 2012, p.99). Licensing can include brand
and company names, patents, trade approaches or special production processes
(cf. Keegan/ Green 2011, p. 299).

Franchising: Franchising is very similar to licensing but differs in the motivation,
service and duration. While franchising guarantees the right to use the brand’s
name or the production process, franchising protects a whole business concept
including marketing and general business operations (cf. Root 1994, p.7).
Franchising is a good way for companies which are going for a global strategy

including a standardised concept (cf. Johnson/ Tellis 2008 p. 5).

Joint Ventures: According to Kotabe, Joint Venture is the most feasible way to
enter foreign markets, especially emerging markets. The principle of Joint
Ventures is to share equity and other resources with another company to build up
a new business in the host country. In most cases the partners are local partners

but also local governmental authorities can be a possible partner (cf. Kotabe/
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Helsen 2011, p.306-307). There are basically three forms of Joint Ventures. The
major one, characterised by having 50 percent ownership, the fifty- fifty one and
the minority one, characterised by having a less than 50 percent ownership (cf.
Dehnen 2012, p. 96). One advantage of this entry mode is the return potential as
there is a share of the profit. A Joint Venture also entails much control, depending
on the Joint Venture contract, regarding all business activities (cf. Kotabe/ Helsen
2011, p.306-307). Hanslik assumes that Joint Ventures are the most attractive
entry mode for emerging markets even if cultural differences, conflict goals and
long decision processes are related to this entry mode. He describes Joint Venture
as the best way to gain country knowledge (cf. Hanslik 2005, p. 78). Also Johnson
and Tellis evaluate Joint Ventures as the best entry mode for emerging markets as
Joint Ventures allow a high level of control combined with sharing equity and risk
(cf. Johnson& Tellis 2008, p.11).

Investment modes

Compared to contractual modes, investment modes are entry modes, in which the
company fully owns and controls the market entry. The degree of control depends
on how many and which value chain functions can be assigned to the market. If all
value chain functions can be transferred to the target market there are different

ways of investment modes (cf. Hollensen 2011, p.386).

Domestic-based sales representative: This sales representative often lives in the
country in which the company is based and travels to foreign countries to perform
the sales function. Due to the fact that this person is employed by the company,
organisation values, beliefs and visions are very clear. The company has better
control about the sales activities, as if an external sales representative would takes

over this position (cf. Grunig/ Morschett 2012, p. 130).

Sales and production subsidiary: This entry mode is appropriate if a company
believes that their products have long-term market potential in a country which is
stable. This entry mode is considered to be very time consuming regarding the
management and has got a high need for investment (cf. Grunig/ Morschett 2012,
p. 130).

Wholly owned subsidiaries: If a company decides on a wholly owned subsidiary,
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the company can either purchase an existing company or build their own one.
Wholly owned subsidiaries have full control of all their business activities and
therefore, all the profit goes to the company (cf. Dehnen 2012. p.98). This entry
mode is appropriate for company owners which fear negative influence of
externals or partners and can afford to build their own company in a foreign
country. Besides bearing full responsibility and financial loss companies might face
challenges such as cultural differences and lack of market and country knowledge
(cf. Kotabe/ Helsen 2011, p.312).

5.3.2 Selection criteria

Choosing the right entry mode is one of the most important decision a company
has to make before entering a foreign market. The entry mode decision influences
the level of control, the profit potential, the organisation structure as well as the
potential risk (cf. Morschett/ Swoboda/Schramm-Klein 2008, p. 510). There is no
international valid best entry mode mentioned in literature (cf. Sternad 2013, p. 80;
Kotabe/ Helsen 2001, p. 285; Hollensen 2011, p. 321f.:Pinho 2007, p. 716). There
are several criteria which influence the choice of entry mode. Two groups of
criteria can be differentiated: external factors, which are environment-specific and
internal factors which are company specific (cf. Kotabe/ Helsen 2011, p. 294). The
figure below is based on Hollensen, shows factors which influence the market
entry mode decision. A+ means increasing internationalisation and A — means

decreasing internationalisation.
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Figure 11: Factors affecting the foreign market entry mode decision (cf. Hollensen
2011, p. 322).

Internal criteria

Company Objective: The company objectives play an important role when
choosing entry modes, as they are the fundamental starting point of the decision to
enter a new market. (cf. Kotabe/ Helsen 2011, p. 296f).

Need for control: The need for control gains importance when markets have
volatile and increased risk characteristics, such as emerging markets. But also
companies which sell fashion products with special design features will prefer to
retain full control to protect their knowledge and design (cf. Grunig/ Morschett
2012, p. 143)

Internal Resources, Assets and Capabilities: The amount of internal available
resources highly influences the market entry mode decision as the scale of
operations depends on it. Most companies wish to have a high level of control over
their international operations but often struggle after some time due to unforeseen
costs when entering emerging markets (cf. Hollensen 2011, p. 323; Grunig/

Morschett 2012, p.143). Even large firms have to be careful how to assign the
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company’s resources between the domestic market and foreign markets (cf.
Kotabe/ Helsen 2011, p. 297).

Flexibility: The environment of an emerging country can change in many aspects
and also at rapid speed. New segments can emerge, customer needs, demands
and requirements can alter, and competition can get tougher (cf. Grlinig/ Morschett
2012, p. 144). A company in the field of fashion needs to be able to react fast in
order to stay on top of their fashion market segment (cf. Kotabe/ Helsen 2011, p.
297).

External criteria

Cultural Distance: Countries which have similarities in their education level, their
industrial practice, their cultural characteristics as well as their language are called
socio-culturally similar. If there is a high distance between the host and the target
country there might be uncertainty within the company. The bigger the distance
between the countries, the more likely contractual modes like Joint Ventures are
(cf. Hollensen 2011, p. 324).

Government Regulations: Governmental regulations play a key role when deciding
on the entry mode. These regulations can restrict but also extend a company’s
options (cf. Kotabe/ Helsen 2011, p. 295). Tariffs and quotas as well as product
and trade regulations can also influence the choice of the entry mode (cf.
Hollensen 2011, p. 324).

Competitive Environment: If there is high competition in the host country,
companies better avoid internationalisation because these markets tend to have
less market profit and resource commitment is hard. The higher the intensity of
competition the higher the number of companies will choose market entry modes

which tie little resources (cf. Hollensen 2011, p. 324).

Local infrastructure: The poorer the infrastructure is the weaker is the commitment
to resources. A country’s infrastructure gives information about the distribution
options, communication and transportation network. All these factors generally

define the overall market attractiveness (cf. Kotabe/ Helsen 2011, p. 295).
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Desired mode characteristics

Risk-averse: A manager who is risk-averse generally favours entry modes, which
have a low level of management and financial resource commitment. These
managers will either choose entry modes like export modes or licensing due to
lower risk and resource commitment. These entry modes do not support the
internationalisation operations and increase the loss of opportunities (cf. Hollensen
2011, p. 326).

Control: Control is often seen as the main characteristic of wholly owned
subsidiaries as this entry mode enables full control over all business activities and
companies can follow their goals. Direct and indirect exports are seen as the entry
modes which provide little or no control over business operations whereas Joint

Ventures tend to share control (cf. Grinig/ Morschett 2012, p.143: Sternad, p.79).

Flexibility: The level of flexibility also needs to be considered when choosing entry
modes. As mentioned before, companies need to be flexible and have to react fast
in times of ongoing globalisation and rapid changing market environments (cf.
Grunig/ Morschett 2012, p.144; Kotabe/Helsen 2001, p.289).

5.3.3 Decision process

The decision process for choosing the right market entry mode is complex and
individual due to the uniqueness of every company, their products and the target
market. There are several theories regarding the process of choosing the right
entry mode but there is no clear recommendation which one is the best. Griinig
and Morschett developed a systematic two-step approach how to best evaluate

the market entry modes for one’s business(cf. Grunig/ Morschett 2012, p. 145f).
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1. Eliminate the less suitable entry mode based on external and internal conditions

2. Select the best suitable entry modes based on detailed evaluation

Figure 12: Process for evaluating market entry modes (own presentation)
First step: Eliminate the less suitable entry mode

The check-list is a fast, easy and cost efficient way of eliminating the less suitable
market entry mode. The checklist consists of three different steps: the first step is
to identify relevant criteria for the choice of the right entry mode. Criteria can be
the degree of control, flexibility and risk. After selecting the criteria, all entry modes
are analysed by every single criteria. The entry mode which has the fewest
matches will be eliminated (cf. Freter 2008, p. 223).

Degree of X

flexibility

Degree of risk X

Degree of X X
control

Table 1: Checklist method (cf. Freter 2008, p. 223).

If a market is highly attractive but the entry barriers are high, companies should
take local support and create a Joint Venture. Once the market attractiveness is
low and there is no need for resource commitmen,t licensing is recommended (cf.

Grunig/Morschett 2012, p. 146). In the case of low market attractiveness and low
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market barriers companies can consider export modes. If the competitive
advantage of a company is low, also export modes or Joint Ventures are
advisable. On the other hand, high competitive advantage might be the reason to
establish a wholly owned subsidiary (cf. Zentes/ Swoboda/ Schramm-Klein 2009,
p.249f.; Berndt/ Fantapie Altobelli/ Sander 2010, p. 168; Koch 2001, p. 356).

Second step: Select the best suitable entry mode

After the elimination of the entry modes which are not appropriate for a company,
its a firm’s mission to select the best entry mode for a new product. Step two
supports companies when deciding on the right entry mode by using a scoring
model to make a structured analysis. Firstly, criteria which are important for the
specific situation of a company have to be selected cautiously. Afterwards all these
criteria need to be evaluated according to their importance. For this step, the
involvement of leaders from all business areas is advantageous. The last step is to
define a score of the most appropriate market entry modes with regard to each
criterion. This scoring model not only provides information about the right entry
mode but leads to rational and structured discussions (Grinig/ Morschett 2012, p.
147-148).
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Export via Export via sales Licensing
distributor subsidiary
Control over marketing | o 1 4 )
Control over after- sales y) 2 4 y)
service
Required financial 3 4 2 4
resources
Required management 1 4 2 3
resources
Production costs 3 1 1 4
Custom duties to be ) 1 1
paid
Flexibility to switch entry 1 2 3 2
modes
Acess to distribution 3 4 2 4
channels
Risk of knowledge y) p) 4 1
dissemination
Overall Evaluation: 45 46 59

Scores:d = very positive 3 = positive 2 = negative 1 = very negative
Importance of critera:3 = positive 2 = negative 1 =very negative

Table 2: Scoring model for selecting the entry mode (Grunig/ Morschett 2012, p.
147; Muhlbacher/ Dahringer/ Leihs 2006, p. 435).

5.4 Market entry timing

After a company has decided on an entry mode the market entry timing need to be
considered. Basically there are two differentiations regarding the market entry
timing. Country-specific timing strategies concentrate on the temporal approach
when entering one market. Transnational timing strategies deal with the temporal

sequence which will be used when entering several target markets (cf. Root 1994,

p.142).

5.4.1 Transnational timing strategies

If a company wants to enter several markets at the same time transnational timing
strategies have to be considered. According to the theory of transnational timing

three strategies can be distinguished;
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combination of these two strategies. Depending on the product- ife cycle and the

market entry mode, the company decides which timing strategy to choose.

The waterfall strategy: This strategy is characterised by entering one foreign
market after the other. Firstly, companies make a strategic analysis to evaluate
foreign markets and their potential. Afterwards, they consider one market as the
most promising. Ideal-typically companies will start to enter this market first.
Usually this market is similar to the home market and therefore the entry planning
might be easier as entering a completely different market (cf. Upitz 2013, p.42f).
Not until the first foreign market entry is completed successfully and the company
has established in the market the company will enter the next country. The reason
why companies enter one market after another, beginning with the most similar
one is to gain information and knowledge of internationalisation process over the
time (cf. Berndt/ Altobelli/Sander 1999, p.142f).

The sprinkler strategy: The sprinkler strategy is characterised by companies
entering as many markets as possible in a short period of time within a given
budget. This time period is mostly about one to two years. Motive for companies to
choose this strategy is the rising competitive pressure which forces companies to
sell their products in various markets. This trend is strengthened by the shortening
of product- and technology-cycles in many industries (cf. Berndt/ Altobelli/Sander
1999, p.142f). As fashion is changing very quickly, most companies decide on the
sprinkler strategy. Main goal of this strategy is to gain competitive advantage and
increase the sales in a short period of time. The sprinkler strategy requires high
resource commitment and companies need to be aware of high risk due to high
financial expenses and a high level of coordination between the target markets. If
the product life cycle of the offered product is relatively short, the company will try
to spread their products as fast as possible in order to have a high purchase rate
(cf. Upitz 2013, p.46; Kotabe/Helsen 2001, p.370f; Sternad 2013, p.36).

The combination strategy: Beside the two options described above there is one
last option which is a combination between the previous too. The first step is
choosing one promising, central country which can even be complex and
differentiate a lot from the home market. This country functions as a springboard to
penetrate surrounding markets. Neighbouring countries can be entered quite

easily as they usually show similarities to the first entered country. Consequently,
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more and more counties will be entered, increasing in their foreignness (cf. Upitz
203, p. 42f).

5.4.2 Country-specific timing strategies

The second aspect of the timing decision refers to the temporal approach when
entering a market. The focus is on the question if a company enters a market at an
early or late stage compared to their competitors (cf. Dehnen2012, p. 115.). The
decision about the time is not easy to answer and needs systematic,
environmental as well as company internal analysis. According to Berndt,
companies tend to make this decision intuitively (cf. Berndt/ Altobelli/Sander 1999,
p.142f). Companies operating in the fashion industry always try to be a pioneer on
the market as their goal is to set new trends. Inventing a new design, a new trend
or a new feeling of wearing can lead to great success. Therefore, fashion

companies do not consider to be a follower on the market as a good strategy.

Pioneers are companies who enter a market at a very early stage. Therefore, they
gain the advantage of knowledge lead, the learning curve moves faster and as a
result these companies have a cost advantage. Another advantage of pioneers is
the early positioning on the market and hence customer loyalty (cf. Scott 2002,
p.74). This fact is the main reason why fashion companies try to be the first one on
the market with a specific product. If a company is able to establish their brand
and products in a foreign market as a pioneer provider they are often seen as the
inventor and immediately a connection between a company’s product and the
company’s name or brand is made. This argument can easily be turned into a
disadvantage because if a product is new to a market, people are sceptical and
the company needs to put a lot of effort in gaining people’s trust (cf. Berndt/
Altobelli/Sander 2010, p.1644; Zentes/Swoboda/Schramm-Klein 2010, p.97-100).
Another disadvantages when being a pioneer on the market are high market
development costs and the fact that the market development has advantages for
all other companies entering the market afterwards (cf. Berndt/ Altobelli/Sander
1999, p.144-146).

The disadvantages of the pioneer are at the same time advantages for the

follower strategy. The pioneers need to spend a lot of money in opening the
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market and establish an industry, whereas the follower can easily enter the market
with less financial effort. Customers, who might have been sceptic about the
product, might be convinced about the product and trust the industry already (cf.
Upitz 2013, p.48f). Nevertheless, pioneers are able to create market barriers to
hinder other following companies to enter the market. Due to the fact that the
pioneers are on the market the longest, other companies might have learned from
some mistakes the pioneer made. But the pioneer knows the market best (cf.
Berndt/ Altobelli/Sander 1999, p.144-146).

5.4.3 Selection of right timing strategy

Which timing strategy to choose depends on several factors which will be

explained in the this chapter.

According to Berndt, the decision whether to go for waterfall strategy, sprinkler
strategy or a combination of both strategies is related to various factors a company
has to consider. Due to the fact that trans-national timing dates have to correspond
with each other the general internationalisation philosophy of a company is
decisive. A company which is oriented in an ethnocentric way will tend to choose a
waterfall strategy due to of a lack of resources as well as a limited number of
foreign markets which are similar to the home market. Geocentric oriented firms
will mostly prefer the sprinkler strategy. Another fact which influences the decision
about the timing strategy is the risk appetite. Eventhough a company does
intensive market research, entering a foreign market is always risky. A firm which is
less willing to take risks will choose the waterfall strategy which allows to adapt
market entry strategies from entry to entry, influenced by the knowledge gained in
each entry. When choosing the sprinkler strategy the failure of some foreign
markets will be accepted from the outset (cf. Berndt/ Altobelli/Sander 1999, p.144).
Which strategy to choose also depends on product influence factors. If a company
sells products which have a short product life cycle the company needs to make
sure to distribute them in as many markets as possible, as fast as they can.
Therefore the sprinkler strategy is more appropriate than the waterfall strategy.

The sprinkler strategy is also recommended for companies that fear that their
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competitors will enter markets in which the company does not operate to sell
substitution products (cf. Upitz 203, p. 42f).

There is no valid answer regarding country-specific timing strategies. In the past,
the opinion that the pioneer strategy is always the best was popular. Today, this
approach is disputed. Generally speaking, the decision about the timing strategy is
closely linked to the choice of the entry mode. If a company wants to go for the
sprinkler strategy, entry modes which have a high resource commitment like wholly
owned subsidiaries can be excluded in most cases due to limited financial
resources. In this cases export modes or licensing are more suitable (cf. Upitz
2013, p. 42f).

5.5 Drivers for a successful entry in emerging markets

There is no generally accepted and universally valid theory, which shows drivers
for a successful entrance in a foreign market. Johnson and Tellis identified three
firm- level and four country-level factors which influence the success of the market

entry in China and India, which both are emerging markets.

* Market entry mode: Choosing the right entry mode is of high significant due
to the fact that control and flexibility depend on the mode. The entry mode

limits or extends marketing and production strategies of a company.

* Market entry timing: The timing of a market entry is also considered to be a
driver for success or failure. On the other hand, entering an emerging
market might be critical as there is less market knowledge and experience
in the industry, on the other hand entering a saturated market might also

lead to failure.

* Firm size: The third success factor is the size of a company. According to
Johnson and Tellis larger companies are more likely to be successful then
smaller ones. The reasons for this are that large companies tend to have
more resources, are able to gain more product-specific as well as marketing
specific knowledge. Another advantage of larger companies is the stamina

in less profitable times.
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Economic distance: Economic distance describes a great economical
difference between two countries. It is easier for companies to enter a
country which is similar to their home country by reason of similar market
segments and needs as well as knowledge transfer from the home country

to the less distanced country.

Cultural distance: The success of a market entry highly depends on cultural
aspects. Culture influences not only the behavioural patterns of customers
but also business cooperations with foreign partners. Therefore, companies
prefer to enter markets which have less cultural distance to their home

market.

Country risk: Political, financial and economical risks within a country do
affect the success of a market entry. A financial crisis can immediately mean
the immediate loss of a lot of money. High country risk and past experience
regarding risk can result in an underinvestment of the company which will

lower the success.

Country openness: The degree of openness of a country can increase or
decrease the success of a company that wants to enter the market. On the
one hand the openness of a country can stimulate the demand by offering a
broad variety of products. Through high competition the quality rises and
through increasing competition the prices become low and the demand
rises. On the other hand the openness of a country can have negative
effects as well. With an increase of competition due to the country’s
openness, the profit margins go down. As a result this only the most
effective providers can stay on the market. Also the costs for hiring a talent

and marketing go up (cf. Johnson/Tellis 2008, p. 2-6).

The study of Johnson and Tellis brought the following findings on how to be

successful in emerging markets. Firstly, they came to the result that entry modes

which allow a high degree of control will rather lead to more success than less

control entry modes. Regarding the entry timing they found out that companies

which enter the market early were more fruitful than companies who entered at a

later stage. The study also showed that small companies are at least as successful

as big companies due to the fact that smaller companies are able to react to
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market conditions quicker. Companies entering a market which is economically
similar to their home market and which shows less cultural distance will be more
effective when operating in emerging markets. Another factor which has been
explored is the country risk: the higher the risk of the host country, the higher the
chance to fail (cf. Johnson/Tellis 2008, p. 9).

5.6 International marketing mix in emerging markets

The marketing mix is an important factor when planning the marketing strategy.
The basic model of the marketing mix contains four elements which are price,
product, distribution and communication. Boom and Bitner developed the 7Ps
model for service marketing which additionally deals with people, process and
physical facilities (cf. Omar 2009, p.289). As this thesis concentrates on product
marketing the basic marketing mix is applied. The main focus of the marketing mix
is the distribution and communication policy due to special relevance of these two

elements for this thesis.
5.6.1 Distribution policy

The distribution policy shows in which way a company wants to distribute their
product or service they are offering to the end customer (cf.
Meffert/Burmann/Kirchgeorg 2014, p.512). Products need to be transported from
the manufacturer to the user in some way. Because of managerial-decision making
in the last years, distribution has evolved to one of the main decisions regarding
international marketing mix. The decision about the distribution has a great impact
on the profitability as well as competitiveness of a company on a foreign market
(cf. Peder/Sharpley 2005, p.68).

5.6.2 Distribution channels

The main task of a distribution system is to reach customer proximity in order to
increase the number of sales and be actively present at the point where the
customer decides to buy (cf. Beritelli/Bieger 2013, p. 196). Generally literature
differentiates between two distribution channels: direct and indirect distribution.
When a company expands to an emerging market, dealing with these channels is
of major importance. Retailers or distributors sometimes face market entry

regulations, which means that a partnership with a local company is necessary.
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Still, there are big differences concerning entry regulations within emerging
markets. China, for example, who entered the WKO in 2001, has eliminated nearly
all entry regulations for foreign companies. In other countries like India, companies
are still face strict regulations and political issues especially in the retail sector.
Therefore, companies find it easier to cooperate with local partners in order to
manage these alliance. Basically indirect and direct distribution can be applied.
The decision about the more suitable channel is a strategic decision. Today, many

companies use multi-channel-strategies (cf. Motohashi 2015, p. 142f).

Direct distribution is characterised by direct sales to the end customer without a
middleman. This is the simplest way of distribution because no intermediate is
involved between the supplier and the customer. In this case, the company
distributes to the end customer on their own. There are several ways in which
companies can reach their customers, depending on the channels their target
group uses: personal visits, telephone, television, radio, mail, printed media as
well as the internet. Studies have showen that in China, the most poplar
advertising channel still is television, even in times of the internet revolution. The
reason for this is that China is a large country and not all people, depending on the

region they live in, have access to the internet (cf. Motohashi 2015, p. 142f).

Indirect distribution includes at least one intermediate between the supplier and
the end customer. These intermediates have the responsibility of one or more
channel functions. The main advantage of intermediates is that they have detailed
country and industry knowledge in most cases. Therefore working with
intermediates can strengthen the position on the market as these middlemen have
a good network and know what locals need (cf. Motohashi 2015, p. 143-144).
According to Zinzius, Chinese distributors are capable but especially retailers and
wholesalers are numerous and scattered. Thus, it is difficult to establish a regional
distribution network and nearly impossible to organise the sales on a national
level. If a company wants to have a comprehensive point of sale presence in at
least one region, more than a thousand distributors will be necessary. Even if a
company manages to operate trans-regional the logistic will be a big issue (cf.
Zinzius 2006, p. 169). A lack of infrastructure, such as roads and rails as well as
inadequate skilled logistic personal working in warehousing, management and

transport lead to a complex situation in the logistic sector. Most emerging markets
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are geographically vast, which lets logistic costs rise. The efficiency of local logistic
is therefore important (cf. Motohashi 2015, p. 144).

The third distribution channel is the multi-channel strategy. This strategy combines
the advantages of direct and indirect distribution (cf. Kolbeck/Rauscher 2015,
p.181). Both distribution channels are used at the same time, meaning to address
customers through various channels. According to that it is possible to reach
different customer groups via different channels at the same time. This multi-
channel strategy is becoming more and more poplar especially due to technology
progress and the related increase of diversity regarding distribution channels (cf.
Kolbeck/Rauscher 2015, p.182).

The decision making process which distribution channel to choose depends on
several factors. Company objectives, range of products, market specific elements,
sale costs and coverage influence the decision. These factors were mainly
developed for the service sector but can be transferred to products as well (cf.
Freyer 2011, p.527f). There are some tasks and decisions which need to be

considered:
e Definition of distribution strategies and goals
e Evaluation of distribution channel alternatives
e Involvement into the general marketing mix

e Control of the distribution policy performance (cf. Freyer 2011, p.527f).

5.6.3 Communication policy

The communication policy is defined as communication tools and activities used to
represent the company and its products and services to the target group.
Communication policy also includes communication with the stakeholders of a
company (cf. Bruhn/Meffert 2012, p.477).

Companies operating in an international context need to be aware of
communication differences due to different languages, socio-cultural differences
but also legal and regulatory differences (cf. Morschett/ Schramm- Klein/Zentes

2015, p. 490f; Nazar/ Salee, 2009, p.109). Appropriate communication is a key
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factor to be successful in any foreign market, especially when entering a market
which is very different to the home country. Through communication the target
group should get convinced about the product or service a company offers. To
achieve this goal a company needs to know how their target group processes the
advertising information. Additionally, the adaptation of promotion is directly linked
with foreign operation success (cf. Morschett/Schramm- Klein/Zentes 2015, p.
490f; Nazar/ Salee, 2009, p.109).

The way how people react can be explained by the following AIDMA model.

Attention: shows how the product or service of a company attracts the target

group’s attention
Interest: the target group shows interest in the product or service
Desire: the target group desires the product or service

Memory: the want of the product gets higher and the customer is really interested

in purchasing
Action: the customer buys the product or service

The most important step in this model is the step between the desire and the
memory. In this gap of time it is the right communication which turns the interested

customer into a buyer (cf. Motohashi 2015, p. 144).

5.6.4 Communication channels

A company can decide between several communication channels. The most
commonly used ones will be shortly described in the following part. Sponsoring,
events, product placements as well as fairs are also effective and well- known
communication tools but will not be discussed in this chapter (cf. Kolbeck/
Rauscher 2015, p.179).

Cooperate identity: The cooperate identity of a company takes, without question, a
very important role in the communication policy. Through cooperate identity
companies are able to present the uniqueness of their companies and establish a

recognition value against competitors. Cooperate identity includes cooperate
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design, cooperate behaviour and cooperate communication (cf. Kolbeck/
Rauscher 2015, p.180).

Sales promotion: Sales promotion is a way of using communication to influence a
potential customer to become a real customer. Thus, sales promotion is made
before the actual transaction is done and is seen as a short-term effort. Sales
promotion is mostly done via indirect contact through discounts, coupons, samples
or gifts. This tool of communication also needs to be adapted to local requirements

in order to achieve success (cf. Kaser 2013, p. 210f).

Advertising: Advertising is the most evident communication channel. Before
thinking about the mode and the way in which a company wants to advertise its
product, the goals and the budget need to be fixed. In general, the overall goal of
advertising is to rise sales and the acquisition of customers. Compared to public
relation as a communication tool, advertising is target group specific and needs

adaptation depending on who should to be addressed. (cf. Kaser 2013, p. 2).

Public Relation: The aim of public relation is to influence customers in a positive
way through newspaper or magazine articles. This is an effective tool to get
attention from customers. On the one hand it can be used as an acquisition tool,
on the other hand it can be an incentive for already existing customers (cf.
Hollensen 2011, p.597). Public relation is an important tool for the fashion industry
as many buyers use trend leaders and stylists as inspirations, especially
magazines and blogs are of greater relevance in this context. Social networking
can also be seen as part of public relation. This method is described as a pull
strategy by which a two-way communication is possible. Linking a brand on a
social media channel means joining a community of brands (cf. Lea- Greenwood
2013, p. 28f).

Direct Communication: The goal of direct communication is to contact potential
customers via email, telephone or personal visits to move them to an immediate
reaction. Direct communication can be divided into two groups. The classic direct
marketing is telemarketing, direct mailing, and email marketing. The medial direct
marketing tools are ads, billboards, television and internet advertisement (cf.
Berndt/Altobelli/Sander 2010, p.351).
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Personal selling: Personal selling is one of the main communication channels in
the fashion industry and is gaining more and more importance. Personal selling
includes sales personal training, product knowledge and selling skills as well as
personal shoppers and individual customer relation to contact the customers
individually. An example is if a new product arrives which could be from interest for

one customer (cf. Lea- Greenwood 2013, p. 28f).

Word of mouth: Word of mouth can only be influenced by a company to a certain
amount. Ways for pushing word of mouth are a high penetration of advertising in
magazines, using testimonials, a high level of social media attendance and the
involvement of bloggers (cf. Lea- Greenwood 2013, p. 30). Coming to emerging
markets, word of mouth can be seen as one of the most powerful instruments.
According to McKinsey, 70% of Chinese people consider recommendations from

family and friends as maijor factor when buying a product (cf. Atsmon 2012).
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6 Summary of theoretical research

The following figure shows a graphical summary of the customised market entry
concept for the Michael Pachleitner Groups brand Red Bull Spect based on the
theory. At the begin, drivers, facts to consider and specifics of big emerging
markets have been described. Afterwards the process of a market entry concept
has been pointed out including and analysis for the macro-environment, an
internal analysis and an industry analysis. Subsequently the planning phase
follows which constitutes the main part of the thesis. The planning phase deals
with the definition of strategic goals, the target market the STP, the entry modes
and timing as well as the marketing mix. As the product and the price can not be
influenced by the author, special attention is given to the distribution and

communication. As showed in the graphic below, the theoretical input directly will
be applied in the entry concept.

Internationalization of B2C .
fashion companies in II'. Market entry concept for MPG
emerging markets |
* Drivers I'.I ) External
«Facts to consider '| External analysis analysis
» Specifics of emerging markets @ @
‘u | SWOT- analysis |
Entry process . __ :
« External analysis STP, Entry mode &timing selection
+Internal analysis -
*Industry analysis Distribution and communication
selection
v v
= Definition of strategic goals
+ Definition of target market
+STP 'u'
= Definition of entry modes &
« Marketing Mix -= distribution &

communication

Figure 13: Summary of theoretical research
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7 Market research

7.1 Secondary research

Within the secondary research relevant information will be gathered. It will include
the macro-environmental analysis which contains general information about China,
the economical environment, political and legal factors, socio-cultural factors as
well as the technological development of China. Furthermore, specific
considerations which need to be taken into account when entering a BEM,
mentioned in chapter 3.5. will be analysed with a specific focus on China.
Additionally an industry analysis will be conducted, which concentrates on fashion
and retail. To close the secondary research, an internal analysis will be conducted

which will dissect the product and cooperate readiness.

As shown in the figure above, all main findings will be joined within a SWOT
analysis to identify strengths and weaknesses as well as opportunities and threats

for Red Bull Spect on the Chinese market.

In the following chapter the target market China will be analysed including a
macro-environmental and micro-environmental, an internal as well as an industry

analysis.
7.1.1 Macro-environmental analysis

In the following chapter the target market China will be analysed including a
macro- environmental approach. This analysis shell help the company to get a
detailed insight into the target market China. As China differs a lot from Europe
regarding its economy, culture and business culture, the macro-environment
analysis is an essential basis for the MPG. Generally a macro-environment
analysis needs to be developed whenever a company decides to enter a foreign
market to know market in order conditions. The macro-environment analysis of this
thesis will be based on the PESTLE analysis. At the beginning of the chapter, a

general overview of China will be given.
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General country profile

The People’s Republic of China is in size the fourth biggest country in the world
and boarders fourteen countries. The scenery of China is diverse- Eastern China
is very populous whereas the western part of the country is marked with
mountains, plateaus and enclosed hollows. Officially 1.37 billion people are living
in China, which makes China to the most populous country in the world. The
capital city is Peking which covers 16.807,8 km? and has a population of
21.500.000 inhabitants (cf. World Bank, 2016). Chongging with 31 million
inhabitants is not only the biggest city in China but also counts to the biggest cities
in the world. The average population density is 143 people per square meter
whereas the eastern part of China is more densely settled than the western part.
54% of people are living in the large cities like Chongqing, Shanghai, Beijing,
Guangzhou, Hongkong, Shenyang, Tianjin, and Xi'an (cf. Focus Economics,
2017). As a result of the one-child policy introduced in 1979, the population growth
stagnated and is nowadays at 5,2% even though the birth control was loosened by
the government. Forecasts show that there will be a shift of the age pyramid which
will have effects on the social system of China. Up to now, the statics show that
17,2% of the Chinese population are under 15 whereas in Austria only 14,2% are
younger than 15. The population of over 65 year old people in China is with 9,6 %
distinctly lower than the Austrian value which lies by 18,6%. The official language
of China is Mandarin but also Cantonese, Mongolian, Tibetan and Uygur are
recognised languages (cf. WKO, 2016). Beside these languages hundreds of
different dialects are spoken in China. The business language is basically
Mandarin but in international context English is also accepted. Fluent English can

be found in state-owned enterprises mostly down to the middle management level.
Economic environment

After the Communist Party won, the People’s Republic of China has been formed.
The focus of the leader Mao Zedong was put on the reconstruction of the country.
In the beginning the reconstruction was successful and at the beginning of the 20™
century China had been economically stable for the first time. In the eighties the
private sector experienced an upswing by a change in the Chinese constitutional
legislature. After that many people found private companies but until now, many

sectors are still dominated by state-owned enterprises. In 2001 China joined the
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WTO which was a big step towards the integration of the world economy (cf.
Brookings, 2016). After the accession the GDP quintupled in twelve years. At the
same time the investment conditions were reformed and China changed from the
producer of cheap mass products to high quality consumer and technology
production. Despite all progresses of the last years many parts of China are still
underdeveloped. There is a big gap between living standards of people living in
cities and rural population, between urban areas on the coast and the interior and
western parts of China but also between the urban middle class and the people
who did not profit from the growth of the last years (cf. McKinsey, 2013). The
inequalities not only worry Chinese authority but also the investors. The global
recession in 2009 stopped the ongoing growth of China. Because of the global
decrease of trade, China's growth fell under 7% for the first time after 25 years.
Since 2015 this trend has continued and a slow decline in growth can be

recognised from year to year.

China’s growth has generally reduced the poverty of the country. Another
advantage of becoming the world’s economic leader is that as people get richer
they will become strong buyers. Not all parts of China are affected by the
economic upswing. According to the world bank 55 million people were designated
as poor in rural areas in 2015. Though the economic ascendance China has to
deal with several challenges. High inequality, rapid urbanisation, environmental
sustainability challenges and external imbalances are only some of them (cf. World
Bank, 2015).

Market Structure China
Population: 1.37 BN
Unemployment: 4 1%
People under min. living standard: 6,0%

GDP (Billions): 11.218,3 BN
GDP per capita: 8.481 USD
GDP Growth: 6,6%

Table 3: Market facts of China (own presentation)
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The domestic consumption of China's population is stimulated by continuous
wage increase of about 10% per year as well as tax reduction and employment
creation measures. The goal is not only to increase the purchasing power put also
establish a harmonised society which means to decrease income differentials (cf.
Forbes, 2017). The table above gives an overview on the most important market

facts of China.
Political and legal environment

For more than six decades, the Chinese Communist Party has had the power over
China. In 1949 the Communists took over power by wining a civil war over the
Nationalists. After the victory the Communists created the People’s Republic of
China.

The leading political party in China is called the Chinese Communist Party (CCP),
which leads and controls the society on all levels. The CCP controls the execution
of all policies through governmental employees who all need to be members of the
CCP. The organisation is hierarchical with the power centred at the top (cf. Nations
Encyclopedia, 2014).

Every company which imports products from or export products to China will be in

contact with the following taxes:

Every good which is imported into China is part of the value added tax (VAT) of
17% for all goods excluding agricultural products. Additionally a consumption tax
for imported goods needs to be paid if a company manufactures and imports
taxable goods, process taxable goods under consignment or sells taxable goods.
Imported taxable goods are goods which influence one’s health, luxury goods and
high-end products like cars. The consumption tax depends on the sort of product
which is imported. Beside the consumption tax, custom duties need to be paid (cf.
China Briefing, 2016). These duties get payable for imports and exports. Relevant
import duties for the MPG are:

Most-favoured-nation duty rate (MFN): These duties need to be paid by companies
which are based in WTO member countries that import goods which are originated
from countries with a bilateral trade agreement with China and companies who sell

products which originate from China (cf. China Briefing, 2016).
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Temporary duty rate: These duties are set for certain imported products to
increase imports and saturate the domestic demand. These temporary duties are
lower than the MFN tariffs. In 2016 sunglasses were included in the temporary
duty rate (cf. China Briefing, 2016).

Socio- cultural factors

The official unemployment rate of China lies at about 6%, but this rate is only valid
for the urban areas. According to the Aullenwirtschaft Austria, the rate including
the whole country needs to be expressed in double-digits. Especially migrant
workers are concerned. Everyone who is not able to complete an academic
education is reliant to internal training courses of the employer. Due to the
increase of people who have obtained an academic education, the competition
gets higher every year. The level of education especially regarding practical
education, is still not at an international level. Therefore, a high increase of studies
abroad have been recorded (cf. WKO, 2015).

The wage-level in China also shows clear adjustment. Even though the number of
available workers is enormously high, the wage level increases every year. Due to
the growing economy also the standard of living increased. As mentioned before,
the Chinese politics tries to increase the purchasing power of their inhabitants by
changing minimum wage guidelines. Particularly in coastal economic centres the
wages for qualified employees will keep increasing. Some sectors have
experienced wage increases of around 13% per year. Generally the wage level in
China is characterised by a high fluctuation margin. In Central and Western China
people earn less than half than the ones in the metropolises like Peking, Shanghai

or Hongkong (cf. China Business Review, 2011):

The cultural environment of China differs a lot from the European one but is also

diverse within the country.

To identify the cultural differences makes it possible to understand motives,
customer behaviours and drivers which need to be considered in the market entry
strategy. As mentioned in chapter 4.2.2 the cultural dimensions of Hofstede are

applied.
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Figure 14: Hofstede China vs. Austria (based on Hofstede 2016)

The bars chart shows the scores of Austria compared to the scores of China.
Power distance gives information about the attitude of the people towards
inequalities. China ranks on one of the highest places when it comes to power
distance. Chinese people tend to believe that inequalities within a society is
acceptable. This mindset is coined by formal authority and governmental sanctions
(cf. Hofstede 2016). As various interview partners committed, this mindset has
started to change and people become more sensitive towards disparity. Another
point interview partners mentioned in connection to power is that Chinese people
like to do business with partners on the same hierarchical level. Top managers talk

to top managers but not to lower management employees.

Individualism describes whether individuals see themselves as a part of a group or
by oneself. At a score of 55 Austria can be seen as an individualistic culture
whereas China can be seen as a collectivist culture. Chinese people tend to act in
the interest of the group rather than act for their own benefit. These factor affects
the hiring of staff but also the promotion strategy (cf. Hofstede 2016). To build a
society around your brand was mentioned as a good strategic move from one
interviewee who is an expert for raising brand awareness. Chinese people have a

strong sense of belonging and like to know the people surrounding them well. In
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contrast to Austria, Chinese people tend to have a low commitment to the
organisation but not to their colleges. For most people personal relationships are
more important than tasks and the company. Compared to China, Austrian people

want to be as individual as possible and strive for self-fulfilment.

The Masculinity dimension defines if a society is success driven (high score) or
social-driven (low score). China as well as Austria show a high score which means
they are masculine societies. This means people are very focused on being
successful in their jobs. Even though the Austrian score is higher than the Chinese
one, Chinese people are generally more success driven than Austrian people.
Chinese people feel the need to be successful which can be seen by the fact that
many people put family and leisure time behind their work. Leisure time in general
is not seen as important in China as it is seen in Austria. Chinese students are
under great pressure to perform well as the society expects them to do so (cf.
Hofstede 2016). These facts are important to consider when positioning a new
brand in the Chinese market. The brand needs to convey success and power to

the potential buyers.

The Uncertainty avoidance offers information about the extent to which people are
scared by unknown situations and ambiguity. At 30 Chinas uncertainty avoidance
rate is quite low. Chinese people feel comfortable with ambiguity as also their
language includes a lot of ambiguous meanings. The low uncertainty avoidance is
also a sign of flexibility and innovation orientation (cf. Hofstede 2016). As Chinese
people are not afraid of the future they are open to new brands, technologies and
products. According to my interviewees impulse purchases are exceptional high in

China which is a result of low uncertainty avoidance.

High score countries in long-term orientation are characterised by being pragmatic
when it comes to the future. They are pragmatic when saving money, investing or
put effort to modern education. With a score of 87 China has a very pragmatic
culture. People tend to believe that the truth depends on the situation, time and
context. Chinese people are open to change traditions and adapt them to new
conditions. Additionally, they tend to save money and act sparely but also this fact
has changed a lot over the past years (cf. Hofstede 2016). Some interviewees
mentioned that especially Chinese youth neglects saving money and spends a lot

on fashion items.
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The main issue behind the last dimension which is called Indulgence is how small
children are socialised. It can also be described as the degree to which people try
to control their wishes and needs. It is clear to see that there is a big difference
between Austria and China. Austria is called an indulgence culture as people are
relatively weakly controlled. China is called a restrained society where people tend
to be pessimists and do not put much effort to their leisure time. Mostly they do not
fulfil their desires as they feel restricted by social norms (cf. Hofstede 2016). Again
this dimension is about to change as Chinese people start to fulfil their own

dreams and wishes as they are influenced by the Western Culture.
Technological factors

China has a well-developed ICT (information and communication technology)
market and was ranked on the 6" place out of 175 countries on the ICT
Development index (cf. ITU, 2016). This index is used for monitoring and
comparing developments in communication and information technologies between
different countries. According to the CNNIC (China Internet Network Information
Centre) in 2017 around 53 % of the Chinese population are using the internet,

95% of them use mobile devises (cf. Emarketer 2017).

As already mentioned, the most popular app used in China is Wechat which
captures nearly 30% of the country’s mobile usage. Wechat's functions are very
innovative including a connection to a bank account, the possibility to make in-
store payments, send money to friends, split bills, pay taxis and many more. This
app is seen as a revolution on the market and up to now no European company
has been able to create a roughly comparable service. Wechat also offers great
possibilities to promote products without being charged as much as when using
classic advertising. Another social media platform which is successful and far
developed is Weibo Sina which allows more freedom of opinions than most other
media in China (cf. Telegraph, 2017).

Infrastructural factors

Knowing infrastructural conditions, which can not be changed by the company, are
of particular interest for a company who wants to enter a foreign market. Main

infrastructure factors which need to be considered are logistics, network of
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transport but also internet access possibilities and the usage of the internet (cf.
Stallmann/Weger 2014, p. 282).

Logistic and network of transportation

Logistics Infrastructure Logistics Timeliness
Performance Competence
Score
Austria 4,1% 4,08 4,18 4,37
China 4,07% 4,10 4,0 4,29

Table 4: LPI China (own presentation)

The logistic performance index (LPI) provides information on the challenges and
improvements of a country regarding trade logistics. It concentrates on
infrastructure, logistics and fulfiiment performance. The table above represents the
scorings of Austria and China in 2016 to demonstrate challenges the MPG have to
fact in the new market (cf. World Bank, 2016).

The logistic-competence of China is nearly the same as the Austrian ones. Reason
for the very developed trade logistics is the fact that China, as the fastest growing
economy, created an enormous network which makes logistics within these vast
country easier. China's road network more than tripled in length in the last two
decades. Hence, also the private vehicle ownership rates went up rapidly which
might be closely related to the extension of roads. This counteracts Chinas effort
to curb climate change. China is currently working on the expansion of subway
lines and plans to develop a subway system which covers 7.000 km by 2020. In
this case, a huge long-term change for sustainable urban living can be created (cf.

China Business Review, 2012).
Internet access and usage

As already mentioned 53% of the Chines population use the internet. Rural areas
count 27% of all Chinese internet users and the highest internet penetration rate
occurrs in Shanghai, Beijing and Guandong with rates over 75% (cf. China internet

watch, 2017). 17% of all purchases are made via mobile devices which is an
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overall growth of about 27% between 2015 and 2017. (cf. Digital Commerce,
2017). People between 20 to 29 are the most active internet users in China. This
means that selling products online to this target group is of major importance(cf.
Statista, 2015).

The top online activities are instant messengering like on Wechat, reading online
news, streaming music and using search engines. 70% of social media users are
under 35 years old. Due to the fact that China banned international platforms like
Facebook, Instagram and Twitter, Chinese social media platforms are booming (cf.
Cogs, 2016).

7.1.2 Specifics of macro-environment in big emerging markets
As mentioned in chapter 3.5 big emerging countries need to be treated differently.
As China is one of the fastest growing emerging countries the topics which are

apprehended in the following are core issues for a successful market entry.
Diversity

As there are 1.37 billion people living in China, the topic diversity is very relevant.
China’s economy has grown enormously in the last few years but regions have
developed at different rates and consumer trends vary a lot between different
groups of people and regions. Generally Chinese customers develop their
shopping habits at young age and keep it their whole life. Due to an increase of
wealth this habits tend to change more often today. The Chinese consumers can
be separated into several groups which show different characteristics (cf.
Iworkinchina, 2016).

Frugal and wealthy retired: These are people who are born before 1960 and grew
up in times of economic and political instability. The frugal retired people did not
obtain higher education and worked at a state owned enterprise. Hence, these
people are very price sensitive and hard to convince about new products. The
wealthy retired people worked for the government or government-founded
companies which normally pay higher wages and provide retirement benefits.
Therefore, these people are less price sensitive and care more about quality. In

the next five to ten years the behaviour of wealthy retired people will change due
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to the fact the government will increase retirement pensions (cf. Iworkinchina,
2016).

Thirties: This group of people has grown up in a more open environment and they
are mostly well-educated. They are characterised by saving less money, spending
more money on entertainment and perceiving quality more important than the
price. The thirties spend a large amount of money as they are buying not only for

themselves but for their parents and their children (cf. Iworkinchina, 2016).

Twenties: These people belong to the first generation of the one child policy. They
care far less about saving money and are very willing to spend money for their
entertainment. Twenties do a lot of online shopping and they like to buy trendy
products to distinguish themselves from others. As they are building families their
customer behaviour changes towards more conservative spending but

nevertheless they still weight quality over price (cf. lworkinchina, 2016).

The new generation: This generation is under 20 years old and is very open to
western products. They use the internet and social media channels to follow global
trends to pursue individualism. Even though they mostly have no income they

influence the buying decisions of their parents a lot (cf. Iworkinchina, 2016).

Migrant workers: These people are between 25 and 45 years old and have moved
to the cities because of job options. They are very frugal and spend money only for
products of basic need as they are sending money back home to their families.
Migrant workers are expected to earn more in the future. As a result they will bring
their families to the city and will become less price sensitive (cf. lworkinchina,
2016).

The rich: There are more than 1 million Chinese people who have assets over 1.5
million US dollar. They mostly live in urban areas like Beijing, Guangdong or
Shanghai and are entrepreneurs, top managers or business owners. They buy the
best and most expensive products available and are very open to western brands
(cf. Iworkinchina, 2016).

Understanding the market structure

As China is a huge country with 1.37 billion inhabitants, not the whole population

can be assumed to be a potential customer group. The MPG does not particularly
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concentrate on age as a factor for the selection of their target group but of course
a big group of people can be excluded. As the sunglass collection will not include
kids eye-wear, kids are not viewed as potential customers. Additionally, people
above 60 will be excluded due to the analysis of different characteristics of the
population. These people can be considered as price sensitive and less interested

in fashion products.

Population Pyramid China

65,60%
17,70% _ 16,70%
/) - - 10,80%
0- 15 Years 16-59 Years 60 years and 65 years and
older older

Figure 15: Population pyramid (own presentation)

As observable in the chart above, 65,6% of Chinese people are between 16 and
59 years old and are therefore seen as potential customer group for the MPG. As
all interviewees agreed a penetration only makes sense in cities, which reduces
the potential customer group again. Another fact that needs to be considered is the
wealth of people. Since the MPG sells premium products also people who live
below the poverty line can obviously be excluded. According to these factors the
market potential for Red Bull Spect sunglasses on the Chinese market is 288

million people.
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Market Source:
Potential

China population (total) 1,4
billion people WKO
16-59 years (total) 918
million people Statista
People living in urban areas -621
million people WKO
-84
Below minimum living standard million people Statista
Market potential 288

millicn people

Table 5: Market potential China (own presentation)

Geographic and economic factors

Knowing where to find customers who can afford higher priced products is
extremely important for the market entry. Due to a change of generations and the
increase of wealth of inland cities the consumption is expected to rise in the next
few years. According to McKinsey, there will be an enormous growth of the
Chinese middle class. Experts expect 75% of the Chinese urban consumer to earn
about 8.000 and 30.000 Euro a year which is an average income of an Italian
employee. In 2000 just 4 % of the population earned that much but in 2012 already
68% did. This increase can be explained by labour market and policy initiatives
which will keep increasing wages, push up financial reforms and stimulate
employment and income growth (cf. McKinsey 2016). If these forecasts come true,
the average urban household income will at least double by 2022. Through the
incredible rise of the middle class, a new upper middle class will be established
(140.000 to 300.000 Euro income a year) which will become the engine of
consumer spending. A new, open-minded generation of Chinese middle class will
emerge which will influence the market enormously. Additionally, the target group
of internet consumers will grow. By now already 68% of the middle class has

access to the internet (cf. McKinsey 2016).
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Figure 16: Chinas income classes (cf. McKinsey, 2016).

In this chart it is clearly visible that by 2022 the upper middle class will increase
enormously. The mass middle class of 2012 will shrink as a big part of these
people climb up the social ladder. Also the percentage of affluent people will
increase as a logical consequence of the shifting income redistribution (cf.
McKinsey 2016).

Due to a research on buying behaviour McKinsey forecasts that the upper middle
class as well as the affluent people will stimulate rapid growth of luxury items
including hand bags, jewellery and accessories like sunglasses. Even today more
than one third of the money spend in the whole world on luxury goods is coming

from Chinese consumers (cf. McKinsey 2016).

Another aspect which needs to be considered when talking about the rise of the
upper middle class is the associated geographic change. In 2002, 40% of the
urban middle class lived in first tier cities. By 2022 this number will go down to
about 16%. This does not mean that first tier cities middle class will shrink but the
growth rates of smaller cities in North and West China will be far greater (cf.
McKinsey 2016).
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As shown in the chart below, the middle class has already grown and will continue
to grow in inland China. Nevertheless first tier cities, which are all in the light blue

area still have a distinct greater share of middle class.

Share of middle class,' by geography, %

Inland China 13

Coastal China a7

61

2002 2022

Figure 17: Share of China’s middle class by geography (cf. McKinsey, 2016)
To give a more detailed view on the division of the four Chinese tiers, the following

chart will be used.
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Figure 18: Share of middle class by type of city (cf. McKinsey, 2016)

The figure shows that second tier cities will have the highest increase of middle
class share. According to various interviewees the potential for fashion related
products is still the greatest in first tier cities. The potential of second tier cites
should after all not be underestimated as fashion trends developed in first tier
cities are taken over from second tier cities. Especially taking into account the rise
of the middle class in second tier cities, the future potential in these cities is huge
(cf. McKinsey 2016). Various interviewees mentioned Chongqing as a very

potential market as this city has an enormous growth in purchasing power.
Competition
1.a Existing direct competition

Generally the sunglass industry is dominated by a small number of sunglass multi-
enterprises and thousands of small and medium sized companies and brands.

After the fusion of Luxottica and Essilor, the main sunglass brands are all lead by
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one company. As Luxottica holds the most famous sunglass brands like Ray Ban,

Oakley and nearly all luxury fashion brands like Prada, Dole&Gabbana and

Chanel, Luxottica can be seen as the market leader in the sunglass industry. As

Red Bull Spect concentrates on sport sunglasses many brands can be eliminated

from the competition list. The MPG already defined their main competitors. The

biggest competitor named is Oakley as Oakley targets the same target group and

sells similar products. Oakley manages ten stores in China and has a huge online

business. Another direct competitor is Smith Optics which also sells similar

products.

Oakley - Eyewear

URL

WA oakley. com

Company
description:

Oakley iz one of Luxottica's brand which is sold wordwide. Luxottica iz the biggest
sunglass producer and sells in more than 150 countries and has 8.000 retail store.
Since 2006 Luxotica sell their brands in China and has ten Cakley retail stores in
China and alzo sell their products online.

Products:

Beside Sunglasses, they produce Googles, clothes and accessories for different kind
of sports. Their sunglass product range is huge, but only seme models are “Asian- fit
siyle”. On their website they have an own category for "Asian-fit” glasses which
cover 45 different models. The collection contains of professional sport sunglasses
but also of lifestyle sunglasses which are characierised by colourful mirrored glasses
and a wide range of coloured frames. Additionally Qakley offers to individualise
sunglasses but this again is not possible for "Asian- fit" glasses.

Price:

The price range of Cakley sunglasses lies between 110-250 Euros in their online
shop. Compared to other brands, Oakley’s pricing is medium to high as the brand is
popular within the sport industry. They focus on their brand and therefore charge
higher costs.

Distribution:

Oakley runs ten retail stores in China, three in Peking, three in Shanghai, and the
others in Fujian and Tianjin. Beside their own retail stores, Cakley sells their product
to third parties like department stores, duty free shops shops for sporting goods. In
2015 Luxottica started to sell their brands via JD.com which is the biggest e-
commerce retailer in China. A Chinese customer is also able to buy Oakley glasses
directly from Oakley online shop.

Marketing &
Strategy:

Dakley represents itself as a trendy and innovative sport and lifestyle brand. The
brand uses poplar athletes form different sport activities {o address a broad range of
customer group. Additionally Oakley sponsored several sport events but also
professional sport teams in the past. They are very active when it comes to donate
sunglasses for charity projects and represent the brand as a sign of being active and
healthy. Oakley shows a very great onling presenis containing video spots and a
Youtube channel, a very high social media presents and they are very innovative
regarding their website and their online shop.

Competitive
Advantage:

Oakley was able to creale a strong brand which is known worldwide. Interviewees
mentioned that Oakley is the most famous sport sunglass brand in Chinese cities
where people show high brand awareness. Beside Oakley does not only produce
sunglasses but also clothes and accessories which broadens their target group.
Sport and lifesiyvle products are getling more popular in first tier cities as pecple wear
sport clothes in their free-time. As Oakley is a brand of sunglass enterprize

Luxottica, their marketing possibilities are nearly unlimited as their budget is very
high.

Production:

Oakley has one headquarter in Califormia and two in Great Britain. The main
manufacturer of Cakley sunglasses is a Chinese one.

Table 6: Oakley (own presentation)
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Addidas Sport Eyewear

URL

wiww . adidassporteyewear.com

Company
description:

Silhouette International Schmied AG is the official licence holder of Adidas Sport
Evewear. Since 1997 Adidas operates in China with foot and sports wear but not with
eyewear. The eyewear collection first entered the market around ten years ago and had
a hard time to survive. In 2015 Adidas had a national distribution network of about
9.000 stores in 550 cities in China. More than half of these cities are first and second
tier cities. Today Adidas holds about 15% of the market share in China and plans to
increase the share to 20% by the end of the year.

Products:

Adidas main business category are foot and sports wear for men, women and children.
The sunglass collection contains of sport sunglasses /4 models), lifestyle sunglasses
(11 models) and googles (3 models). Adidas does not mention “Asian-fit" sunglasses on
their website but a research paper mentions product adoptions for all Adidas products.

Price:

The price range of Adidas lies between 100- 250 Euros. The prices strongly differ due
to the fact that Adidas does not offer a worldwide available online shop by themselves
for sunglasses but sell their products via e-commerce providers like Unitedoptics.
Depending on the provider the prices differ between 2-20 Euros. Adidas sells products
in middle to high segment but started to lower the prices and following the quality, when
selling to third and fourth tier cities in China. They adapt their prices to the purchasing
power of their regional customer group.

Distribution:

As already mentioned Adidas has a distribution network of about 9.000 stores within
China. They are trying to expand these network year by year. Adidas does not sell their
products online by themselves in China but since 2011 Tmall.com, which is the biggest
competitor of JD.com, does.

Marketing &
Strategy:

Adidas entered the market quite fast and build up a huge distribution network in nearly
whole China. They started to build up their network in first and second tier cities but
now expand to third and fourth tier cities by enhancing both, products and price. Even
though Adidas already had a strong brand when Silhouette entered the market to sell
sunglasses, they had serious troubles selling the products. Adidas in general raised
their brand awareness through sponsoring sport events, strong social media
performance and online advertisement.

Competitive
Advantage:

Adidas is a well establish sport brand which is worldwide on the second play in the
sector. The greatest competitive advantage can be seen in awareness level of the
brand and the loyalty customers show towards Adidas. Adidas offers personalized
shoes but not until now customized sunglasses. Another advantage Adidas has is a
strong cooperation with a lot of athletes which increases the brand recognition.

Production:

Adidas, as a brand of Silhouette, has the main production place in Linz, Austria. Due to
price competition Silhouette is not able to produce all products in Austria and started to
expand production to China.

Table 7: Adildas (own presentation)
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Additionally three sub-competitors have been analysed in the following table:

Carrera Bollé Anon Gear by
Burton
Procducts: Sport and lifestyle Sport and lifestyle Sport apparel and
sunglasses, optical sunglasses, accessories
frames, goggles goggles specialized on
winter sports, sport
and lifestyle
sunglasses,
goggles
Price: 100-200 € 50-120 € 100 - 250 €
Distribution: own online shop, own online shop, Online, one retail in
sell via JD.com and sell via JD.comand Beijing
Tmall.com Tmall.com, one
retail distribution
shop in Kong Hong,
one in Beijing
Marketing Social media, Social media, Social media,
vehicles: testimonials, testimonials, testimonials
sponsoring, events  sponsoring

Table 8: Analysis of sub-competitors (own presentation)

7.1.3 Industry analysis

The fashion industry in China has changes tremendously over the last years.
Because of increasing incomes and increasing living conditions the high-end
market as well as the low-end market is growing. With a population of 1.37 billion
people China has become the largest consumer market in the fashion industry.
Due to a massive increase of the GDP the expenditures on clothings have gone
up. New technologies have changed the way retailers and designers run their
businesses. 568 million internet users make it impossible for fashion brands to not
have an online performance (cf. Nlambassade, 2014). Especially e-commerce and
social media are of greater importance than ever. As mass media is mostly
regulated by the state more and more people have started to use social media
channels to get the latest fashion trends. The blogging platform “Sina Weibo” is a

good way for global fashion brands to test the market and gain knowledge about
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the customer behaviour. Besides, there are some social media fashion bloggers
who are seen as high influencers in the fashion industry. The bloggers are invited
to events, fashion shows and store openings to make a brand known. Many
fashion companies pay a lot of money to local fashion bloggers to advertise their
products. Clothes, bags and accessories are the most popular sold items online.
Regarding mass fashion, China offers the biggest market. Over 45% of people
living in Beijing, Shanghai, Shenzen and Guangzhou describe themselves as
fashion-oriented, having their own styles and not just following trends. Therefore,
fashion brands need to differentiate their products from competition and make a
strong brand positioning (cf. Nlambassade, 2014). The fashion industry separates
the country into three different tiers. The first tier are metropolises along the coast.
These cities are seen as trendsetting and people living there are characterised as
fashion and brand oriented. Beijing, Shanghai, Guangzhou and Shenzhen are the
most important cites in the first tier. Fashion retailers named these cities as core
regions in the fashion industry. The second tier includes well-developed cities in
the inland of China including Nanchang, Zhengzhou, Changsha, Changzou, Wuxi
and Xi'an. These metropolises have a population between 4 and 8 million people.
The third tier cities are cities of Western China, both north and south west which
have a population lower than one million people (cf. South China Post, 2016).
Most fashion companies start selling in the first tier as people living in these cities
have higher purchasing power and are very fashion-oriented. After establishing
their brands they start selling to the second tier. People living in second and third
tier cities tend to buy products from well-known fashion brands. Therefore,
companies are forced to enter the first tier first, establish the brand and raise
brand awareness to be successful in the other tiers. The middle class living in the
mainland of China detect Hong Kong as the city of fashion trends, trendsetters and
global brands. Therefore many global brands decide to enter Hong Kong first and
see it as stepping stone for the entrance into Chinas market. Shanghai plays an
important role when talking about fashion trend in mainland cities, Beijing is also
one of the most interesting cities in the fashion world, as all Chinese fashion media
and many famous fashion companies are based there. Beijing is also known for a
great number of fashion events and fashion shows. Today, many companies have
started to expand to second tier cities as incomes have become higher and the
wealth has increased (cf. South China Post, 2016).
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When talking a deeper look into China’s retail industry it becomes clear to see that
this market is developing and growing very fast. As Chinese people generally have
become richer, the demands for better quality and individualised products have
risen. A few years ago, department stores were the most common distribution
channels for fashion goods, today shopping malls took their place. The buying
behaviour has changed as people are able to buy all they need within one big
mall. Even though online shopping has become a significant way of buying
products, shopping malls are still seen as the favourite shopping channel when
buying luxury fashion or famous brands. The shopping mall developers have close
connections to the shop owners and actively create traffic in the malls. Therefore,

retailers prefer to open stores in shopping malls (cf. McKinsey, 2016).

The retail value growth of accessories has been stable since 2013. There is a

growing demand for accessories like bags, jewellery and sunglasses.
7.1.4 Internal analysis

The internal analysis will concentrate on both, the readiness of the company and
of the product. As the MPG has already got a lot of experience in entering foreign
markets and has gained a lot knowledge about the internationalisation process,
the internal analysis will be kept short. Due to the fact that China is completely
unknown for the MPG the author decided in consultation with the company that the
macro-environment analysis contains more relevant information and is therefore

described more thoroughly than the internal analysis.
Corporate readiness

In chapter 4.2.1 the cooperate readiness gives information about how ready the
company is to enter a new market. The most important factors have been selected
and evaluated as “ready” “in progress” and “not ready” by the company and the
author. The factors have been described in literature as key considerations for
internationalisation and were adapted to the MPG. The following table provides a

deeper insight.
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Cooperate Readiness

Factors Readiness
Successfully established the brand in operating markets In progress
Established a distribution netwerk in operating market In progress
Created a distinctive positioning on operating market Ready
Ability to supply demand in operating markets Ready
Hired staff with experience in China Ready
Time resources available for planning Chinese entry In progress
Financial resources Ready
Established partnerships on the Chinese market Mot ready
Gained knowledge regarding taxes and duties In progress
Gained knowledge regarding distribution possibilities In progress
Developed a marketing strategy containing positioning, targeting & Mot ready
segmentation

Searched for distributor Mot ready

Table 9: Cooperate readiness (own presentation)

According to the figure above, the MPG has already completed many factors
which decide if a company is ready to enter a new market. A lack of readiness can
be recognised in building partnerships, developing a distinctive marketing strategy
and the selection of a distribution parter in China. Overall, the MPG scored well on
the evaluation and can therefore be seen as ready to enter the Chinese market.

Never the less, room for improvement is visible.
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Product readiness

The second part of the internal analysis concentrates on the product readiness.

The product needs to be adapted to the Chinese market in order to be successful.

Again, the most decisive factors will be evaluated by the author.

Product Readiness

Factors

Sales growth within the last year in all operating markets
Price competitiveness in operating markets

Creation of unigue attribute of product in operating markets
Product adaptations- design preferences of Chinese
Product adaptations- colour preferences of Chinese
Product adaptations- fits Asian faces

Establishment of transportation network

Created a strateqy for after sales

Tested the product in the market

Table 10: Product readiness (own presentation)

Readiness
Ready
Ready
Ready
Ready

In progress
Ready

In progress
Mot ready

Not ready

Again it can be stated that the product readiness of Red Bull Spect sunglasses

can be evaluated as good as most factors were rated with “ready “or “in progress”.

87



7.1.5 Conclusion of analysis: SWOT- analysis
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7.2 Primary market research

This chapter deals with the selected research design which will provide information
and data to develop an international market entry concept for the Michael
Pachleitner Group’s brand Red Bull Spect. In general, market research is a
process of analysing and collecting data in order to increase the knowledge to
meet the research objectives (cf. Collis/Hussey 2009, p.3). The following part
includes an overview of the research design which contains information deficits,

objectives, method, sampler group as well as the research instrument.

Preliminary Study

$ S $

Selection of

|d?nr}gfrlr(:$tli?3nnm Formulation of research method, i
g research instrument and
deficits sample
. Data : ‘ Data evaluation
interpretation

Figure 19: Research design (own presentation)

7.2.1 Identification of information deficits

The identification of information deficits, which result from the research and the
evaluation of the theoretical content from literature, needs to be done before the
research design can be developed. The information deficits are the base for the
questions asked in the interviews to fill up these information gaps. Additionally, the
formulation of the deficits will lead to the research target (cf. Glaser/Laudel 2010,
p.66f). The table below provides an overview of the research deficits of the

theoretical part.
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Partnerships in
China

Market entry SPT chapter  The author identified variable ways of segmenting the Chinese
strategies 52 market but was not able to find the most suitable one for fashion
products. Additionally there has been no concept which fits to the
MPG positioning for Red Bull Spect which is difficult due to the fact
that the brand positioning needs to be adapted to the overall global
positioning. A big deficit rules at the definition of Red Bull Spect's.
target group. The target group should be defined in the primary
research.
Choice of entry  The author gave an overview on the most appropriate market entry
mode and modes for BEMs. In the primary research the connection betwean
timing chapter  specific country factors, industry factors as well as internal factors
53 shall be combined to find the most suitable entry mode for Red Bull
Spect.

Marketing Mix Challenges and In chapter 3.5 the author named several challenges a company faces
factors to when entering a BEM. These challenges are superficial and do not
consider consider the industry the MPG operates in. The primary research

chapteri4 & shall outline the most significant challenges and give specific advice
3.5 about factors which need to be considered when entering and
operating in China.
Distribution and  In the theoretical section the author was not able to identify the most
communication effective distribution and communication channel for Red Bull Spect’s
chapfer 5.6.1 & target group. As the MPG shows a big information deficit on both
5.6.4 topics and the literature was not adequate enough these gap will be
closed by the primary research.
Cultural Cuftural and  Through Hofstedes cultural dimension of China compared with
differences purchasing Austria and overview of differences will be shown in the secondary
behaviour research. To identify daily communication challenges but also
differences differences in doing business the primary reseanch will help.
chapter 4.2.1

Through the primary research challenges and risks for a cooperation
with Chinese business partners will be analysed. As the interviewees
are all experts on the Chinese market and all worked with Chinese
business partner the challenges will be cutlined in detail within the
primary research.

Figure 20: Information deficits (own presentation)

1 Market entry strategy:

1.a Segmentation, positioning, definition of target group: As mentioned in chapters
5.21, 5.2.4 and 5.2.5 the author identified variable ways of segmenting the
Chinese market but was not able to find the most suitable one for fashion
products. Additionally, there is no concept which fits to the MPG positioning for
Red Bull Spect which is difficult due to the fact that the brand positioning needs to
be adapted to the overall global positioning. A big deficit lies within the definition of
Red Bull Spects target group. The target group should be defined in the primary

research.
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1.b Choice of entry mode and timing: In chapter 5.3 the author prepared an
overview on the most appropriate market entry modes for BEMs. In the primary
research the connection between specific country factors, industry factors as well
as internal factors are combined to find the most suitable entry mode for Red Bull

Spect.
2 Marketing Mix:

2.a Challenges and factors to consider: In chapter 3.4 the author names several
challenges a company faces when entering a BEM. These challenges are
superficial and do not consider the industry the MPG operates in. The primary
research shall outline the most significant challenges and give specific advice

about factors which need to be considered when entering and operating in China.

2.b Distribution and communication: In the theoretical section the author was not
able to identify the most effective distribution and communication channel for Red
Bull Spect's target group. As the MPG shows a big information deficit on both
topics and literature was not adequate enough these gap will be closed by the

primary research.
3 Cultural differences:

3.a Cultural and purchasing behaviour differences: Through Hofstedes cultural
dimension of China compared with Austria and overview of differences will be
shown in the secondary research. To identify daily communication challenges but

also differences in doing business the primary research will help.

3.b Partnerships in China: Through the primary research challenges and risks for a
cooperation with Chinese business partners will be analysed. As the interviewees
are all experts on the Chinese market andhave all worked with Chinese business

partner the challenges will be outlined in detail within the primary research.

7.2.2 Research objectives
The overall aim of this thesis is to answer the following question: “What does a
successful market entry concept for the Michael Pachleitners Group Red Bull

Spect for China look like?” To create the market entry concept the author defined
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several sub-research questions which close up the information deficits of the

literature research and the secondary analysis:

1. Market entry strategy:

a. Which recommendations can be given towards the STP concept,

concentrating on the segmentation and targeting process for Red Bull Spect?

b. Which recommendations can be drawn regarding the market entry mode

and timing in the sunglass industry for China?
2. Marketing mix:

a. Which are the most important challenges when entering and operating in

the Chinese market?

b. Which communication channels and ways of distribution are most

effective for the sunglass industry in the Chinese market?
3. Cultural differences:

a. Which cultural differences are recognised in the daily communication but

also when doing business with Chinese people?

b. What are the most crucial differences when talking about purchasing

behaviour?

c. What factors need to be considered when making a partnership with a

Chinese partner?

7.2.3 Research method

To achieve the objectives mentioned above a situation analysis will be conducted
first, followed by a primary research. The situation analysis is accomplished in
order to gain detailed information about the target market China. By collecting
relevant information about the external and internal as well as the industry
environment of the Michael Pachleitner Group’s brand Red Bull Spect a deep
insight into the Chinese market can be attained. The primary research is

performed to validate information and data received in the theoretical part as well
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as the situation analysis and to gain profound knowledge about the market entry

into China.

Primary research can be carried out including primary or secondary research and
it can be quantitative or qualitative (cf. Wilson 2012, p.13). Qualitative research
aims to seek information and facts of attitude whereas quantitative research is
more interested in information regarding the motives and relations of these
attitudes (cf. Oberzaucher 2012, p.15f). The qualitative research method is used
for small sample groups for analysing detail information in an unstandardised way.
In contrast to that, the quantitative research method uses a large number of data
to verify existing models or assumptions (cf. Bdhler 2004, p.32). Typical research
methods for qualitative research are group discussions, on-to-one interviews and
qualitative observation. On the other hand, quantitative research methods are
surveys, experiments and observations (cf. Oberzaucher 2012, p.15f). The
Michael Pachleitner Group does not have any experience on the Chinese market
and is therefore interested in gaining broad market knowledge. A qualitative
primary research will be conducted to get opinions on relevant market segments,
entry mode and timing and the distribution and communication policy. Qualitative
information can be gathered by expert interviews (cf. Oberzaucher 2012, p.25). To
obtain relevant information 15 expert interviews were held. The interviewees are
divided into two sample groups to get more individual perspectives. All
interviewees posses a broad knowledge and experience in the B2C sector in the
Chinese market. For this thesis the interviews will be held separately with each
interviewee. Group discussions are also a way of qualitative information gathering
but due to the fact that the risk of mutual influence is too high, this method is
excluded (cf. Berekoven/ Eckert/ Ellenrieder 2009, p. 250). Expert interviews can
be organised in three different ways. In a structured interview the interviewer asks
each respondent the same questions, mostly the answer categories are limited
and there is only little room for variation in responses (cf. Robert Wood Johnson
Foundation 2008). While conducting a semi-structured interview the interviewer
uses an interview guide which is a list of all questions and topics which need to be
covered. Generally, the interviewer follows the guideline but is also able to interact
with the respondent and ask additional questions if required (cf. Ghauri/Gronhaug

2005, p.130). The semi-structured interview is a good way to get qualitative
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information especially if the interviewer gets the chance to speak to the
respondent once. The third form is the unstructured interview. In this case the
interviewer has a plan, which topics to cover in the conversation but no pre-
defined questions. The questions tend to be open and there is only little control
about the respondent’s answers (cf. Robert Wood Johnson Foundation 2008). For
this thesis the semi-structured form has been evaluated as the most appropriate
one as this form is flexible and offers the chance to ask additional questions if
necessary. Through this method a deep inside into the topic can be gained but the

questions are prepared beforehand (cf. Ghauri/Gronhaug 2005, p.131).

7.2.4 Sampling group and proceeding

Retailer’s view
Consultancy’s view
Managers or employees of a

Experts on the Chinese market, company, who:
who have:
= are working for a company

* broad general country which operates in China and
knowledge is in direct contact with

* know legal and political Chinese Business partners
restrictions * were involved in the market

* cultural experience entry into the Chinese market

* supported companies when * have worked for a company
entering the Chinese market and were responsible for the

Chines market for more than
| three years

Figure 21: Selection criteria for interview partners (own presentation)

The primary as well as the secondary research have been conducted between
February and June. To ensure high qualitative and varied view on the topic,
interviews were held with two different types of experts. For both sample groups,
explained in the table below, an individual interview guide has been used. 15

experts will be interviewed. The interviewees of both groups needed to be suitably
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qualified to give information about the market entry into the Chinese market. The

following table shows which criteria all interviewees of both groups needed to

meet:

Mr. Company Interview pariner Industry Based in

1 China Business Forum Or. Hans Gessar Consultancy Viennal Ddsseldord
2 Aularwinschalt- centar Shanghe Mag. Deniela Schossar Consultancy Shanghai

3 SINCplex Or. Wan &e Chen Cionsultemcy Graz

4 IC Sselermark Mag. Deniela Gull Consultancy Graz

3 fuastrian Chirsese Business Associatian disclosad Consultancy Vienna

& Faied Consulting Beitaligungs GrinH Lirda Falerd Villarresl Consultancy Vienna

7 0.G.C.F. - Osterreichische Gesallschaft  Mag. Raimund Kratt Consultancy Vienna

flr Chinatorschung

g L. Bémendorfer Klavierfabrik GmbH Christian Hilerd Music industry  Vienna

q Hégl Shoe Fashion GmbH Mar- Philipp Hég Fashon Shanghai
10 Sporiauio Asia Dawvid Hisbaum Spor Shanghai
11 Canial Hechier Evewear Diatrmar Henmus Fashnon Graz

12  Morhland GribH disciosad Fashion Shanghal
13 Pandora Jewelry Company Limited Hupeng Zhang Fashion Shanghai
14 One mone Closal Crystal Yu Fasheon' Mobile  Shanghal

App
15  Silber International Silhewetie Dr. Andreas Grof Fashon Shanghai

Imtermaticnal Schmead GmbH

Table 11: Interview partners (own presentation)

The selection of the interviewees is done according to figure in table 21.

7.2.5 Survey instrument

The used survey instrument for the semi-structured expert interviews is an
interview guide. The interview guide is a tool which supports the interviewer during
the conversation and helps the interviewer to stay on top of the things (cf. Kul®
2007, p. 127f). This guideline was developed by the author of this thesis and
includes questions in order to answer the question: “What does a successful
market entry concept for the Michael Pachleitners Group Red Bull Spect for China

look like?”. In the semi-structured interview the guide does not have to be followed
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by each step but should provide an overall structure (cf. Thommen/ Achleitner
2012, p.157).

7.2.6 Field work

The first step of the fieldwork is a pre-test of the interview. This pre-test should
give information about the comprehensibility and clearness of the question and
show misunderstandings before the actual interview is held. To get a reliable
outcome at least three pre-tests need to be conducted. The pre-test is held with
outsiders as all the experts available will be needed for the primary research

interviews.

7.2.7 Method of data analysis

There are several methods for evaluating qualitative data but only few procedures
meet the scientific requirements regarding transparency, theoretic reference and
scientific quality criteria. Qualitative studies are often criticised because the results
are described as not comprehensive and verifiable because of subjective opinions.
The qualitative content analysis provides a good way around these problems.
Philipp Mayring's qualitative content analysis provides a theoretical, rule-
governed, methodical and controlled evaluation of data. The content analysis
combines qualitative and quantitative analysis steps and is therefore able to
identify relations between several factors. This analysis shows high transparency
of the research process and is therefore evaluated as the best data analysis

method.
Rules of the qualitative content analysis:

Paraphrasing: All data which do not show any relevance need to be eliminated. In
this step the content of all interviews need to be brought on the same level of

language.

Generalisation of the abstraction level: The generalisation of predicates needs to
be the same and the content of paraphrasing needs to be transformed into the
pre-defined abstraction level. If content is above the pre-defined abstraction level

leave it away it is left out.
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First reduction: First reduction means the elimination of synonymous paraphrases
and paraphrases which are according to the abstraction level not relevant. The

paraphrases which show central relevance for the content need to be undertaken.

Second reduction:. The second reduction includes the summary of similar
paraphrases to a paraphrase bundle. Also paraphrases which have the same
statements to one subject need to be summarised. The last step of the second
reduction is to combine paraphrases with the same subjects with different
statements (cf. Mayring 2010, p.59). For the data analysis the computer program
MAXQDA will be used.

7.3 Main findings of the expert interviews

The aim of the expert interviews was to support the development of the market
entry concept for the Michael Pachleitner Group entering the Chinese market. For
this reason 15 selected experts have been interviewed face to face, via telephone
or Skype. To gain different views on the market, the interviews where held with two
different types of experts. On the one hand, consultancy experts were questioned
to provide specific insight into political and legal factors but also to demonstrate
challenging issues companies tend to have when entering China. On the other
hand retail experts have been interviewed in order to gain direct information of the
operating business from people who life in China and know the country, the people

and the industry well.

Individual statements are not quoted due to data protection. The results of the
interviews will be given in the three categories of information deficits mentioned in
chapter 7.2.1. The following chapter shows the major results of the expert
interviews and aims to close information deficits and gain additional market

knowledge from experts of the Chinese market.
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Figure 22: Main findings (own presentation)

7.3.1 Main findings on market entry strategy

1a) Segmentation, Positioning, Targeting

As mentioned in chapter 5.2.1 there are several ways of segmenting the Chinese
market. All 15 interviewees recommend to concentrate on first tier cities first when
selling fashion products. The lifestyle segmentation goes nearly hand in hand with
the geographical one as fashion oriented people tend to live in first tier cities. First
tier cities are Beijing, Shanghai, Guangzhou and Shenzen. Another reason for
entering first tier cities first is the high purchasing power which is extremely
important for branded fashion goods. All interviewees stated that after being
successful in first tier cities the next step is to penetrate second tier cities as the
purchasing power but also the brand awareness is increasing in these cities. As
theory suggested the age of the target group for a new, innovative Western brand
selling fashion products lies between 15 and 60 years according to all experts.
Reasons for this are seen in the purchasing power and the interest in European
fashion and lifestyle. One expert said that many young Chinese people try to
imitate Western people and buy European brands just because they are from

Europe.

The positioning advices was not as clear as the opinions on segmentation.

Interestingly all consultancy experts said that positioning the brand as a lifestyle
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brand is better than to concentrate on sport, as China is not a sport nation. In
contrast, experts who are working and living in China mention that the sport aspect
is becoming more and more important. Nevertheless all interviewees advised
against positioning the brand as a fully sport brand as the sport sector is still too
small in China. Five out of eight retail experts mentioned that Chinese people tend
to wear sport fashion in their free time and connect this kind of fashion to Western,

modern and healthy lifestyle.
1b) Entry mode and timing success factors

Regarding market entry timing, all experts believe that, as China is a very vast
market, a country specific timing strategy is suitable for a fashion good, but it only
makes sense to penetrate first tier cities. Three out of seven consultancy experts
warned not to enter the market too fast before understanding the structure well.
The preparation phase of the companies differ a lot from company to company
depending on the readiness of the company to enter a foreign country and the
product. According to the experts, companies prepare a market entry for China
between six months to two years before they enter. Three retail experts said that it
is of utmost importance to be fast enough as the Chinese market changes

everyday but not to rush into the market before making in-depth-research.

All 15 interviewees believe that building a Joint Venture only makes sense for
either big enterprises or for companies who operate in industries which necessarily
require a Chinese partners for example the automotive industry. All eight retail
experts shared the experience of many difficulties when building a Joint Venture
with Chinese partner. Most experts had best experiences with indirect export via a
distributor. Every expert agreed on the fact that working with a distributor is the
entry mode with the lowest risk and lowest financial resource commitment. The
most crucial aspect mentioned when working with a distributor is to find the right
one, communicate the brand values well and make sure the distributors network is
extensive within the industry. One retail expert stated that a company has to
decide whether to work with one distributor who has a network in all tier one cities
or to work with a different distributor in each city. Another possibility of indirect
export explained by three retail experts is selling the products to a big Chinese e-
commerce provider like JD.com or Tmall.com. According to them many sunglass

brands used this strategy to test the market as this way of selling brings the
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smallest financial expense. This strategy bears a very low risk and can achieve big
revenues if the company itself focuses on marketing activities. One fashion retail
expert said that a combination of a distributor and an e-commerce provider makes

the ideal combination.

7.3.2 Main findings of marketing mix

2a) Challenges and facts to consider

The one challenge all 15 experts mentioned is to understand the legal situation
and adapt to changes quickly. One interviewee who is an expert on Chinese law
said that governmental regulations, laws and tax changes are a daily routine in
China. The maijority of experts said that the consultancy of a Chinese tax
consultant is of high importance. Generally, all interviewees stated that, regardless
of the entry mode, a company entering China at least needs support from local
experts to handle legal and political duties correctly. Hence, it is important to
undertake a Chinese valid brand protection. Four retail experts said that the
protection of intellectual property is indispensable but even with a protection the

chance of being copied is very high.

Another challenge all experts experienced are the cultural differences which occur
when operating in China. These challenges range from negotiations with business
partners to adaptation of the product according to Chinese values using the right
colours and creating the right brand reputation. Additionally 10 out of 15 experts
said that prolonging Chinese marketing experts is a must-have for a European
company. As the communication channels differ a lot from the European ones it is
nearly impossible to develop a successful marketing strategy without local help.
One of the main challenges 13 out of 15 interviewees witnessed is to find the right
distribution partner. According to the experts, the decision of the distributor decides

decisively about the success or failure of the brand.
2b) Distribution and communication success factors

Generally, all interviewees emphasised great importance of a strict and precisely
defined target group and positioning statement. Based on the outcome an effective
marketing concept needs to be developed which uses the communication

channels derived of the target group’s preferred channels.
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In the opinion of 12 experts, social media and online marketing is the most
effective tool, especially if the target group includes people at the age range
between of 15 and 40. All experts named Wechat and Weibo as the most powerful
social media channel. Wechat is a combination of WhatsApp and Facebook but
offers much more possibilities for placing products. Weibo can be compared to
Twitter. One interviewee, who is managing a media house in Shanghai said that
European social media is lacking behind the Chinese one and that Chinese
customers are very used to buying products via social media channels. Classic
communication channels are not rated as appropriate for Western branded
products as the target group can be reached through online channels easier.
Channels like TV, radio or print are very expensive in China. Hence, retail experts
mentioned that it is of major importance to get help from local marketing

specialists to perform in a right way especially regarding social media channels.

Two experts stated that having a retail store in Shanghai’s main shopping mall will
help to raise brand recognition enormously but also direct promotion in shopping
malls will increase the awareness level. The experts explained that nearly every
day there are several different brands representing their products in the malls and
give away small gifts. Another communication channel, which has been described
as very effective by eight experts, is hosting events in trendy locations in first tier
cities. Inviting and working together with Chinese testimonials is also a way of
raising the brand awareness successfully. Three retail experts named bloggers as
very powerful influencers on the Chinese fashion market. According to them,
especially young Chinese people see fashion bloggers as their idols and buy
everything they wear. This way of advertising a product is described as very
expensive as fashion bloggers charge enormous amounts for posting pictures of

themselves wearing the promoted products.

As mentioned above all experts experienced selling products through a distributor
as the best way of serving the market. One expert mentioned the challenge of
price differences when working with different distributors within one country. These
price differences can lead to a brand destruction or a margin decrease. Another
distribution channel which all 15 experts mentioned as important is an online shop.
Particularly the retail experts illustrated the importance of selling fashion products

online as Chinese people mainly use the internet, more or specifically mobile
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devices for purchasing. One expert even said that a brand can not survive in

China without selling products online anymore.

7.3.3 Main findings on cultural differences

3a) Cultural and purchasing behaviour differences

The question about cultural differences was answered differently by most
interviewees. While some experts believe that cultural differences between
European and Chinese business partners are diminishing, other experts
experienced huge disparities in business communication. A communication
challenge all experts experienced is the language barrier due to the fact that
many Chinese people, especially on lower management levels, still do not speak
English fluently. When deciding to get the support of a third party, the interpreters
shall be chosen from the company itself. Additionally, all experts referred to the
fact that Chinese people tend to say yes even when they know the request can not
be fulfilled. Four consultancy experts described the Chinese society as hierarchical
oriented which has a great impact on business life. More precisely, the experts
explained that Chinese top managers rather talk to European top managers and
barely accept to talk to lower level managers. Another phenomenon six
consultancy experts experienced is the fact that Chinese people tent to make
important decisions and discuss the decision afterwards which is reverse to what
European people are used to. The reason for this behaviour is the extremely fast
changing environment in China that forces people to react quickly to new market

conditions.

All experts stated that Chinese customers are much more open towards new
designs, technologies and brands than European customers are. On the other
hand, Chinese people still stick to traditions when it comes to colours. The colour
preferences strongly influence the buying decision and therefore companies also
need to study historical meanings of colours. Another interesting difference was
mentioned by five retail experts who referred to the strong tendency for impulse
purchases. To a price limit of converted 150 Euro, Chinese people tend to buy
products out of an impulse which is, according to the experts, very advantageous

for fashion goods.

103



3.b) Partnerships in China

Even though a Joint Venture has been excluded by all interviewees, they all
agreed that a European company needs to cooperate with local Chinese partners
in some business areas. There has been unanimity regarding the need of a
marketing expert who is specialised on Chinese social media marketing. A core
factor for this business area is a clear marketing concept which needs to be
explained in every detail to the third party to guarantee a correct presentation of
the brand. Eleven experts experienced the importance of local support when it
comes to legal issues. As the environment and the laws change rapidly in China, a
Chinese tax consultant as well as a Chinese lawyer are necessary to ensure that
all obligations are complied correctly. There is no room for discussions when it
comes to delays of governmental or legal payments. Another partnership which is
seen as necessary by all 15 experts is a local distribution partner. The experts said
that there is a very huge number of distributors for each industry who have large
networks within the industry. The choice of the distributor need to be made wisely
as the distributor is able to destroy a brand quite fast. An interesting statement was
made by one retail expert who noted that most distributors are not interested in
establishing a brand but to make revenue as fast as possible without making sure

that the brand is represented correctly.

7.4 Limitation of the research

As the author tried to find interview partners who have state of the art knowledge
of the Chinese market, is was not possible to find interview partners who operate
in the fashion industry. As a consequence experts of similar industries were
questioned which leads to a bias as every industry shows different specificities.
Another limitation was the significance of the statements. Due to the fact that the
fashion industry is a highly competitive market, some interviewees did not give
direct insight into their company, especially regarding marketing activities and
numbers. As most opinions were mainly subjective a wide scope for interpretation
has been left to the author. Some of the interviewed consultancy experts showed a
comprehensive theoretical knowledge but did not have experience in the operative
business. This lead to partially out-dated views which were balanced by retail
experts who are all working in China at the moment and posses long and

extensive experience within the market.
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8 Market entry concept for the Michael Pachleitner

Group's brand Red Bull Spect

On the basis of the conducted theoretical and practical research of the Chinese
market, the market entry concept for the Michael Pachleitner Group's brand Red
Bull Spect has been developed. The main goal was to support the company with
relevant market information and evaluate different options for their entry strategy.
The analysis of the external and internal environment analysis as well as an

industry analysis have been conducted in the secondary research.

8.1 Planning phase

Within the planning phase, recommendations for segmentation, targeting,
positioning, strategic and operative objectives, entry mode, timing and the

marketing mix concentrating on communication and distribution are given.

8.1.1 Segmentation, targeting and positioning
Segmentation and targeting

In order to segment the Chinese market sufficiently the author of the thesis
concentrates on the most recommended segmentation strategy by literature,
secondary research and interviewed experts. All experts named a geographical
segmentation approach of dividing the market into tier cities as the most efficient
one as this approach concentrates on the aspects demonstrated in the chart
below. The segmentation approach which separates China into seven different
markets, named in the theoretical part of the thesis, was never mentioned by any
of the experts, as this approach does not concentrate on cities but on whole
regions. The outcome of the primary research clearly showed that generally a strict
segmentation of cities is more effective than including a whole region around a
city. Another approach mentioned in chapter 5.2.1 and which will be included in the
segmentation process of China for Red Bull Spect is the lifestyle-typology. Reason
for including lifestyle factors is the clear vision of Red Bull Spect to address

fashion-oriented people who show a high brand awareness.

In cooperation with the MPG some criteria have been defined which need to be

met in order to successfully sell Red Bull Spect sunglasses.
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Lifestyle typologies

Criteria Fashion-oriented Tradition- Achievement- Moderate
oriented oriented

Interest in , low

B high low moderate

Purchasing , :

T high moderate high moderate

Brand , :

R high low high low

Interest in social , ,

. high low high low

Status , :

s rrEas high low high moderate

Table 12: Analysis of lifestyle typologies (own presentation)

The table above clearly shows that fashion-oriented as well as achievement-
oriented people are of higher interest for the sale of Red Bull Spect sunglasses as
they meet the selected criteria best. As found out in secondary literature and while
conducting the interviews both lifestyle-types can mainly be found in first tier cities.
The reason for that is on the one hand the fact that first tier cities show an
enormous number of inhabitants which makes the potential customer group larger.
On the other hand first tier cities are penetrated by thousands of Western brands
which, a fact consequently raises the brand awareness for Western products. First
tier cities are characterised by a high GDP which leads to a greater purchasing
power within these cities. According to the experts, many young people move to
first tier cities for many reasons such as education, job opportunities or to
experience a more Western culture. As the MPG defined people between 16 and
65 years of age, as their main target group, these fashion-oriented people living in
first tier cities are the main interest. Summarizing, Beijing, Shanghai, Guangzhou
and Shenzen will be addressed first. However Hong Kong should also be
addressed by the MPG as Hong Kong is known for the fashion hub of China. The
reason why Hong Kong is not listed as a first tier city is that Hong Kong needs to
be treated differently than the rest of China. Hong Kong has a different political

system, different currency, low taxes and free trades. This city is very western and
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according to experts, the easiest city to enter for European companies. Hong Kong

need to be treated like a mix of a European city and a Chinese city.

Positioning

As mentioned in chapter 4.2.1 there are generally two ways (differentiation and
cost leader) of positioning a product on the market. As Red Bull as a brand is,
according to the experts, not known by the masses in China, the positioning
process will be very intense. The MPG has entered several markets selling Red
Bull Spect glasses with the difference that Red Bull has already been established
well-known brand in all of these markets. Up to now, no clear positioning strategy
has been developed for the Chinese market. As the prices for Red Bull Spect
sunglasses are medium to high within the sector, a cost leadership can be
excluded. Also a differentiation strategy can hardly be achieved as the sunglass
industry is very saturated and the possibilities for unique attitudes are very limited.
Therefore all experts recommended to create a very strong brand positioning as
especially Chinese people show a high brand awareness. In order to position the
brand Red Bull Spect in the high end sport sunglass sector the following factors

need to be stated very clearly according to secondary research and experts:
* Aclear, consistent, cohesive and confident image

» The country of origin effect: Red Bull Spect needs to be related to Austria as
the country of origin. The use of pictures of clear water, lakes and

mountains to transfer an effective brand image seems to be appropriate

» Establishment of connections between different business areas meaning to

cooperate with Red Bull extreme sport and the cans
* Outline the freedom and independent factor in the marketing concept

» Creation of a meaningful and active brand profile on Chinese social media

platforms
* Generation of a brand community and let people be part of Red Bull society

« Establishment a valuable brand reputation by offering superior customer

care
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8.1.2 Strategic and operative objectives in the target market

In order to measure the success on the Chinese market, the entry strategy and
operative objectives need to be evaluated. The author stated, on the base of the
company’s objectives, a three years milestone plan for strategic quantitative goals
from 2018 to 2020. As the basis for the calculation of the revenue, turnover and

selling points, internal company data have been used.

2018 2019 2020
Time - frame

Year 1 Year 2 Year 3
Glasses sold 5.000 pieces 6.250 pieces TB12 pieces
Tumover G0.000€ 750.000€ 937 .440€
Revenue 125.000€ 156.250€ 185.300€
Selling Points a0 104 124

Table 13: Quantitative goals (own presentation)

Additionally, clear qualitative goals need to be set as Red Bull Spect has not yet
defined clear USP’s which should focus on a distinctive positioning and branding
strategy. The author used statements of the interviewees to define the most
important qualitative criteria for a successful entry on the Chinese market. By the
end of 2018, the company should be able to reach the following qualitative goals.

The table may be used for checking the fulfilment degree.
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Table 14: Qualitative criteria for successful entry (own presentation)
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8.1.3 Possible market entry modes and timing

Entry mode recommendation

As defined in chapter 5.3 a company needs to select different entry modes. The

entry mode decision depends on the capital investment, control and flexibility,

costs and profit potential as well as partner resources. The MPG has evaluated

exclusion criteria to restrict the selection of suitable entry modes:

Capital investment: As the risk to enter the Chinese market is very high due
to lack of experience, the investment resources are limited. Therefore the

selected entry mode should require small capital investment.

Control and flexibility: The MPG wants to decide on strategic moves by
themselves and does not want to hand over fundamental decisions to a
third party in order to prevent a loss of control. To integrate stakeholders for
the support of the distribution, legal and political issues, marketing and

logistics are accepted by the company.

Internal resource commitment: The MPG does not have enough resources
to build up an entire company in China. As China is not seen as a core

market for Red Bull Spect the internal resources used need to be moderate.

Governmental restrictions: Entering the Chinese market is related to
different legal and political restrictions. Thus, the company prefers an entry
mode which allows the company to operate on the market with the least

limitations.

Stakeholder involvement: The MPG is aware of the fact that cooperation
with local partners is indispensable for being successful in the Chinese
market. Nevertheless, the company is not willing to include a stakeholder

which has decision power.

Entry modes which do not fulfil the above mentioned criteria, will be excluded

within the checklist method. The author evaluated possible entry modes which will

be tested with the selected criteria. The aim is to eliminate the least likely entry

modes by evaluating the modes on the findings in the theoretical section and in

the expert interviews.

110



Control and Internal resources  Governmental Stakeholder
t-apital Investrant flexibility commitment restrictions involvement
Indirect export  fow middie medium medium medium
Direct export medium high high medium low
Joint Venture  high medium high high very high
Licensing fow low medium high very high
Franchising low fow medium high very high
v:z;gm?;;? very high high high medium low
Acquisiiion of SEEEEEE high medium high Jow

online shop

Table 15: Checklist entry mode evaluation (own presentation)

Due to the checklist analysis, entry modes with high financial investment, low in
control and flexibility, high in internal resources commitment, high in governmental
restrictions and stakeholder involvement can be excluded. Thus, Joint Venture,
Licensing and Franchising can be excluded from the very beginning as the
stakeholder involvement is very high and the governmental restrictions are high as
well. Additionally, the wholly owned subsidiary can be eliminated due to very high
capital investment and high internal resource commitment. The remaining entry

modes are indirect export, direct export and the acquisition of an online shop.

To identify the most appropriate entry mode, 11 criteria have been defined and
weighted by importance by the company. The scoring model has been applied to
evaluate which entry mode meets the company selected criteria best considering

the weight of each criteria.
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Options

Acquisition of enline
Criteria Weight Direct Export indirect export Stop
Capital Investment 15,00% 1 4 4
Control over market B, 00% 4 3 5
Lagend

Control over management  10,00% 5 4 5
Resource commitment 12,00% 1 4 4 ;xﬁ
Cot immensity after entry 8,00% 3 3 2 2= bad
Control after sales 5,00% 4 2 5 3=
Profit potential 7,00% 5 4 5 | medum
Access to distribution 12,00% 2 4 5 4=good
Risk of lack of knowledge 8,00% 1 4 2 3 = vary
Independence of third good
parties 8,00% 4 3 4
Taxes and duties 5,00% 2 3 3

32 38 44

Table 16: Scoring model entry mode decision (own presentation)

According to the final outcome of the scoring model the three entry modes has
been ranked. Indirect export and the acquisition of an online shop are both ranked
quite well, which allows the assumption, that both entry modes are suitable for the
MPG. Direct export via own shops can be excluded due to the fact that the
company weighted capital investment with greater importance than control of
management and profit potential. As the two remaining entry modes do not
exclude each other, the author recommends to choose an indirect export via a
distributor and additionally create a Red Bull Spect online shop. Both ways can
mutually strengthen each other not only regarding sales potential but also
regarding brand recognition. Throughout a strong online-presence and a broad

distribution in retail stores the brand will gain awareness.
Implementation of a combination of retail and online shop

First, the company needs to decide whether to work with one distributor in all four
first tier cities or to cooperate with different distributors in each city. The following
table provides information on advantages and disadvantages which the company

needs to deal with when operating with one distributor or with several.
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Control over price high

Control over brand high low
presentation

Ability to adaptto high low
market changes

Financial committment medium high
Time spend to searching medium high
partner/partners

Power of distributor high Medium

Table 17: Advantages/disadvantages of one distribution partner vs. several partners
(own presentation)

Concerning the control over the price the MPG has higher control when operating
with one distributor than when operating with several as the risk of common pricing
is given. Regarding the control over the brand presentation the MPG has stronger
control if they only need to communicate with one partner. The understanding of
the brand is a key factor as the presentation of the brand needs to be similar in
every country. Additionally, the MPG is able to adapt faster and easier to market
changes when operating with one distributor due to the fact that one partner
controls all distribution points and changes of any kind will be more uniform. The
financial commitment will be relatively high in both cases. Nevertheless it is clear
that the search of one partner is less time consuming and therefore more cost
efficient than the search for several appropriate partners. Also, the power of the
distributor is a factor the MPG needs to consider as the success of the brand rises
and drops with the achievement of the distributor. The power of the distributor is
higher if there is only one person who is responsible for all the first tier cities. This

might bear risks if the company decides to work with one distributor.

As shown in table 17 there is no clear statement which option is better. However,

the choice to work with one distributor displays more advantages. Also, all
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interviewees recommended to work with one distributor mainly because of the risk
of losing control over the price. The MPG needs to make an intensive search for

the right distributor who needs to have a large network within in the industry.

As already mentioned, the creation of an online shop has been advised by all
interviewees and also the secondary research showed that Chinese people show
high activity in online shopping. Therefore, the author recommends the MPG to
combine both, selling in retail shops via one distributor and to create an online

shop.

Strengths of combination of retail and online shop

Online
shop

Figure 23: Strengths of combination of retail and online shop (own presentation)

As shown in the figure above, the combination of selling in retail stores and via an
online shop provides several advantages for the MPG. Through a combination of
both the company has the opportunity to strengthen the brand presentation and
the brand recognition as the products are available in real life and online.
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According to all experts and the secondary research Chinese people only view a
brand as serious and famous if they are able to buy the products online.
Customers are also able to have a look at the prices which is a core factor for
them when buying a product from a new brand. The prices in the online shop need
to be the same as the ones in retail stores excluding special offers which need to
be agreed on with the distributor. Another benefit of selling through different
channels is the unlimited points of sale through an online shop. Also people from
second and third tier cities will be able to buy the products even if they do not have

retail stores available in their cities.
Establishing an online shop in China:

Building up an online shop in China is connected with several restrictions made by
the government. It is advisable to consult a domestic counselling service which is
able to navigate through all levels of bureaucracy. Especially when it comes to the
Internet Content Provider (ICP) licence, which is mandatory when opening an
online shop, local knowledge is needed (cf. China Briefing, 2013). Most western
companies outsource the delivery process to a professional delivery service
agency as a transportation licence is necessary. Furthermore, the payment
process needs to be outsourced because the government wants to protect
customers from fraud (cf. Mycustomer, 2013). The most common payment
provider is Alipay which is an affiliate of the Alibaba Group and Tmall and holds
more than 800 million registered accounts. Alipay has established an escrow
payment service which offers Chinese customers more security. This service
provides the possibility to put the payment in an escrow account, hold by a third
party platform until the customer received the product or service. Through Alipay
cross-boarder payments and mobile payments are easy to handle. Another
important fact which needs to be considered when establishing an online shop is
to meet the design and colour preferences of Chinese customers which differ a lot
from the European ones (cf. China Briefing, 2013). Therefore, it is strongly
recommended to consult a local design agency. Also technical data like the
optimisation of the online shop needs to be aligned with the Chinese internet
infrastructure. Summarising, the MPG is advised to cooperate with locals when
establishing the online shop to prevent legal trouble or failures in sale due to

unattractiveness of the shop.
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Market entry timing recommendation

The MPG already posses broad knowledge of internationalisation. Generally, the
MPG used a sprinkler strategy meaning to enter as many markets as possible to
distribute the sunglasses. South East Asia is still a very unknown market for the
company, therefore the author does not suggest to enter many South East Asian
markets at the same time. The overall opinion of the maijority of experts is to use
the waterfall strategy on the Asian market as the company has a lack of market
knowledge. It is recommended to use the sprinkler strategy within the market
meaning to first enter first tier cities and after being successful to start entering
second tier cities. The risk of failure is assessed as high and the financial
expenses for establishing a nationwide distribution network are enormous.
Generally, the waterfall strategy allows the company to grow through the learning

curve and to avoid mistakes in the next market.
8.1.4 Marketing mix for Red Bull Spect

The last step of the market entry concept is to create a marketing mix the
company should implement in the target market. As already mentioned, product
and price will not be handled in the thesis due to the fact that both can not be
influenced by the author. As the prototypes have already been produced and the
prices have already been calculated, a deeper look into these topics would not be

of greater interest.
Distribution policy

To reach a broader customer group, to meet the needs and the preferences of
different target groups and to extend the coverage of Red Bull Spect sunglasses
most experts recommend to use a multi-channel strategy. Due to the fact that the
buying behaviour has changed a lot in the last few years, it is important to use
more than one distribution channel as people still have different buying habits.
Nevertheless, all experts said that for Red Bull Spects target group the internet
probably is the best distribution channel not meaning it should be used as the only
channel. Based on literature findings and the market research, the recommended
distribution channel for Red Bull Spect will be analysed in the following chapter

which distinguishes between direct and indirect distribution.
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Recommendation of online direct distribution

The literature research as well as all exerts advice to distribute fashion products
via the internet. The selected target group, which lives in first tier cities shows a
great affinity to the internet and purchases done online are booming within this
group. As the role of impulse purchases are higher in China, online sales are
advisable as this impulse buying behaviour is mostly facilitated via the internet. All
interviewees said that building an own online shop is tremendously important as it
shows people that Red Bull Spect is a serious, professional and successful brand.
All competitors offer online sales which makes it even more important to create an
online purchasing channel in order to not lack behind other brands. Several
experts said that as Red Bull Spect is not known in China jet, the product

availability on the internet will increase the brand recognition.
Recommendation of indirect distribution

The second way for online distribution recommended by some experts is via an
online e-commerce retailer like JD.com or Tmall.com. These two providers are
most common in China and all well-known sunglass brands use these platforms as
a distribution channel. This way of distribution is quite uncomplicated and can

increase sales massively.

Another distribution channel which has been recommended by all 15 experts is to
sell Red Bull Spect sunglasses via a distributor. Generally, there are two different
options which both have pros and cons. The first option is to choose several
distributors which all cover a specific city. Advantageously these distributors are
specialists within their market and know a lot of retail partners. A disadvantage
might be the risk of pricing differences. If one distributor sells the sunglasses to a
lower price than another one, a price competition can be the result which can
destroy the whole brand. Therefore, it is strongly advisable to carry out a very
intense selection process for each distributor. The second option is to work with
one distributor. The advantage of one distributor is that the pricing but also how
the brand is promoted is the same in each city. The consistency of brand
presentation is more guaranteed. On the other side, the success or failure of the
brand lies within one distributor which can be evaluated as dangerous. When

choosing this option the selection of the distributor is the most crucial process
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which needs to be performed very carefully. Several experts suggested to choose
a distributor who has a large network within the industry and is used to distributing
high level sunglasses. After considering the advantages and disadvantages, the
author agreed with the majority of experts who recommended to work with one

distributor under the condition of an adequate selection process.

Another way of indirect distribution is selling to duty free shops. This way of
distribution can increase sales enormously as through duty free shops a very
broad segment of customers can be addressed and the target group will be
extended. The chance of selling is very high because of the huge number of
potential customers. According to several experts, the chance for selling Red Bull
Spect sunglasses in duty free shops is high, as sunglasses generally are one of

the best sold products in these shops.
Communication policy and marketing activities

In order to successfully enter the market, the following marketing activities are
recommended to increase the brand awareness of Red Bull Spect in China. The
usage of various communication channels is of highest importance as this enables
a company to reach a broadened potential customer group. According to the
research and the opinions of the experts, online advertisement, social media,
blogger-relations, testimonials, cooperations and partners, as well as fairs and

events are important strategies.

Online advertisement: As all experts stated, online marketing has conquered the
Chinese advertising market. Especially for Red Bull Spect's target group, online
marketing has been recommended as the main tool. The MPG needs to be aware
of the fact, that classical online platforms like Google or Youtube are not available
in China. The next graph provides an overview of the most important online

channels used in China:
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There are several factors which need to be considered when focusing on a

competitive online marketing strategy in China:

* The MPG needs to thoroughly think about the content creation of the online
advertisement. Chinese customers are not patient as they have a huge
selection of products. All visual online activities need to be designed

attractively for Chinese customers.

Western platforms Chinese platforms
Google Baidu

Youtube Youku

Twitter Sina Weibo

Facebook Tencent Renren
Whatsapp Wechat

Yelp Dianping

Table 18: Western online platforms and comparable Chinese online platforms
(own presentation)

* To use storytelling for gaining interest on the brand is another opportunity to
increase attention. Red Bull Spect has the possibility to use storytelling
around sport and lifestyle topics and share them on common social media

platforms.

* Video clips are seen as the future regarding online marketing. Youku is not
only a platform for video uploading but also offers the opportunity to rate,
comment and like clips. The MPG is advised to create an account on Youku

to show Chinese people the Red Bull Spect world.

« Similar to Googly Analytic, also the Chinese search engine Baidu offers
analytic tools which helps companies to track, word-link and listen the

website on the first search engine page.

Social media: As the usage of social media platforms has been advvised by all

experts, the author also recommends the MPG to develop a professional social
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media concept. The author has already mentioned that classical social media
platforms are not allowed in China which turns social media marketing into a
challenge. However, the power of social media has been evaluated as massive
especially for Red Bull Spect's target group and product. As Wechat has been
described as the mainly used social media platform the author takes a further look

at these platform.

Wechat: Basically Wechat is a messaging app but additionally offers traditional
functions of a social media platform like sharing photos and videos and playing
games. Furthermore, Wechat is a social commerce platform, which offers Wechat
stores for online shopping, Wechat pay and Wechat wallet for payment for online
but also normal retail payment. Another function of Wechat is the possibility to
book a restaurant, flight or a doctor’s appointment. Due to the diversity of functions
Wechat is the most popular app in China. Wechat can be used in some other
countries but 90% of the users are from China. The MPG is recommended to

create a Wechat account, which will offer the company the following possibilities:

* By the location based marketing function Red Bull Spects target group
which has been defined to be in only in first tier cities can be arrived

directly

« The Wechat official account offers the MPG the possibility to develop
personalised content which is pushed to Wechat subscribers daily to

increase the brand awareness.

« The app gives the company the chance to increase customer engagement

and to build up a society around the brand.

» As every official account automatically gets a QR code, the company has

the possibility to creatively work with this code.

Summarising, Wechat has been rated as the most powerful, most used social
media tool by all interviewees and also literature underpinned that fact. According
to the experts, Western companies, which sell fashion products are unable to be

successful in China without using Wechat.

Blogger-relations: As a result of the high usage of social media platforms the

influence of bloggers has increased enormously. Many fashion companies
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successfully use blogger relations to promote their products. Thus, it is
recommended that the MPG cooperates with Chinese bloggers who address the
same target group as Red Bull Spect. Fashion-oriented bloggers but also sport-
oriented bloggers need to be included. The MPG needs to be aware of the fact

that blogger relations as a marketing activity are very costintensive.

Testimonials: China is known for the affinity to celebrities. The secondary research
as well as the analysis of the interviews showed that using testimonials is
important in China. Experts recommend to use solely Chinese testimonials as the
identification and recognition is higher. Again singers, film stars and actors can be
chosen as testimonials. According to the experts, the involvement of Chinese

athletes is less effective as the sport extension of fame is limited.

Fairs and events: The MPG is advised to visit several fairs in the optical and
sunglass industry sector but also fashion fairs are of interest. The aim is to find
potential partners, extend the business network and promote Red Bull Spect
sunglasses. According to experts, visiting fairs in China can influence a brand's
success positively as on the one hand the brand recognition increases and on the
other hand persistence can be shown on the market. Below, some fairs are listed

which could be interesting to the MPG:

* CIFF Outdoor and Leisure Guangzhou

* CHIC- Chinas International Fashion Fair

*  WOF international Optic Fair Wenzhou

* SIOF - international Optics Fair Shanghai

+ HKTDC- Hong Kong Optical Fair

* CIOF- China International Optic Fair Beijing

Another important marketing activity is hosting events in first tier cities. As the
budget of the MPG is limited the author does not agree that this activity should be
part of the first years marketing strategy. After Red Bull Spect is successfully
established on the Chinese market, holding events inviting fashion influencers and

celebrities are conceivable.

Sponsoring: Generally, Red Bull does a lot of sponsoring, mainly in the sport
sector. Several experts recommend to sponsor sport events but also athletes or

sport teams. This strategy might increase the brand awareness and stress out the
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meaning of the brand. Also, cooperations with Red Bull should be entered as the
logo design is the same. This advantage can be used by Red Bull Spect as Red
Bull cans are already available on the Chinese market. Even though the logo is not

too popular by now, synergy effect should be used in any case.

8.1.5 Action plan and budgeting

The last step of a market entry concept is a rough cost calculation and an overall
action plan the company is recommended to follow in order to successfully enter
the Chinese market with Red Bull Spect.

Cost Calculation

The cost calculation of the MPG is based on a calculation of the market entry,
adaptations that need to be made but also on operational estimations for the first
year. The calculation assumes that the MPG implements all recommended
measures. Working hours as well as employee costs are calculated by
assumptions. The final market entry costs can only be calculated if all
insufficiencies can be eliminated. The MPG only can calculate the costs internally
which is why the following estimation can be seen as a basis. Additionally,
development and production costs for the sunglasses have not been taken into

account as these costs are seen as confidential.
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Actions Calculation base

STP
Establishment of clear positioning 3 man days 200€ per day

8h consultancy of Chinese expert
Establishment of branding strategy 5 man days 200€ per day

8h consultancy of Chinese expert
Establishment of strategic and 2 man days 240€ per day
operational targets
USP definition and establishment 6 man days at 200€ per day
Distribution
Establishment of cooperation with based on company experience

distributor (hiring process, travel costs..)

Creation of Cnline-shop Based on rough estimation of an agency

Transportation cost Based on shipping provider offer for 5.000
sunglasses

Import& Export duties & taxes Via ships

Communication

Establishment of communication 45h at 25€ per hour

channel

Fartnership with social media expert 40h per month &t 15€ per hour
Marketing expenses 24h per month at 25€ per hour

Prepare communication campaign for ~ 80h at 25€ per hour

entry

Monitoring social media 20h per month at 25€

Establishment of 1 year marketing plan 3 workshops of 3 hours, 7 people at 25€ per
hour

Total internal

Totzl external

Total entry costs China
Table 19: Cost calculation (own presentation)
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Estimated
Costs

BO0E

BOOE
1.000€

BOOE
BB0E
1.200€

5.000€

35.000€
12.000€

1.500€
1.125€
T.200€ per year
T.500€ per year
2.000€

B.000€
1.575€

26.880€
57.300€

84.180€

Type

Internal

External

Internal
External
Internal
Internal

Internal

External
External

External
Internal
External
Intermnal
Internal

Internal
Internal



Action plan

Finally, an action plan has been developed for the MPG in order to take care of all
necessary steps which need to be made before the entry in the end of 2017.The
action plan is based on literature research, the secondary and primary research
and on estimations and assumptions of the author. The action plan should act as

the basis for the company, which has to analyse each action and settle a detailed

project plan accordingly.

Nr.
1

Action
Rework identified strategic lacks

in distributionand
communication

Define new strategic orientation

Search and hire staff

Search for partners in China

Creation ofan onlineshop

Check product

Establish communication
strategy

Create a clear marketing
strategy

Train internal and external staff

Details
Fositioning, brand image, possibility
ofonline shop, USPs

Fositioning, brand image, possibility
ofonline shop, USPs

Speciglist on the Chinese market
who lesds the entry

Distributor, legal and tax consuiltant,
marketing expert

Domain, design in Chinese
preference

Channels, budgst, controfiing
Onling, social media

Cultural differences, logistic,
managemesnt, controlling

Table 20: Action plan (own presentation)
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Start
01.08. 2017

200082017

01.08.2017F

01.08.2017F

01.09.2017F

15.09.201F

15.09.2017F

15.08.2017

01102017

Done
2008.2017

30.08. 2017

15082017

01122017

31122017

3122017

J0.11.2017

31.12.2017

15122017



9 Recommendations for further steps
As this thesis mainly concentrates on the analysis and planning phase of a market
entry concept, the implementation and controlling phase will not be covered in

detail.

9.1 Implementation phase

Generally the author recommends to implement the action plan in order to enter
the Chinese market successfully and to establish a strong brand reputation.
Beside an ongoing market analysis, the company should constantly extend the
distribution network and adapt product attributes to new trends. As many experts
stated that the most important aspect is to position the brand correctly, the author
clearly recommends the MPG to clear the weaknesses in the branding concept for
China. Thus, explicit USPs and a positioning concept need to be defined.
Additionally, it is recommended to reconsider the product variety and gain deep
insight into colour preferences for the sunglasses. As an important first step it is
advisable to contact the “Confucius Institute in Graz” which will help the company
to find legal and tax consultancy agencies. Another contact point is the
“AulRenwirtschaft Osterreich”, which helps to gain information on successful
ongoing activities on the market. The author also advises the company to search
for a marketing agency in China which is very up-to-date regarding new trends and
technologies and knows the design and colour preferences of Chines people. This
agency also should be involved in the branding strategy and should totally
understand the meaning and value of Red Bull Spect. The author strongly advices
against giving the responsibility for the marketing activities to distributors as
several experts warned about the uncontrollability for such an important business
field. Furthermore, it is highly recommended to use existing cooperations which

might be established in China and also work closely together with Red Bull.

Regarding the distribution, the author strongly advises to make an intensive
distributor research. The MPG should weigh-up the options of working with one
distributor for all first tier cities to the option of working with several distributors
under special consideration of the pricing aspect. Due to the fact that all experts
recommended an online-shop, the author strongly pleads the MPG to analyse this

option as it does not exclude working with distributors. For the implementation of
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an online shop the company should make an intense analysis of competitor's
online shops and consult a local expert. Additionally, the MPG needs to cooperate

with Wechat to develop a Wechat store which offers Wechat payment.

9.2 Controlling phase

As mentioned previously, the controlling phase is not an objective of this these as
it would overrun the scope. Due to the importance of the assessment of the
success of the market entry of Red Bull Spect into the Chinese market, the

following recommendations will be given:

* The recommended market segmentation needs to be reworked by the end
of 2018 in order to not miss additional target groups not residing in first tier

cities.

» Distribution partners need to be monitored and a monthly report of sold

sunglasses should be delivered to the MPG

* The online shop needs to be filled with new products as soon as they are
available. Additionally the online-shop needs to contain relevant information

about retail partners, events or current offers.

* The marketing concept needs to be reworked every six months in order to

guarantee the use of the right communication channels

« Statistics from Baidu, RENREN and Weibo need to be analysed monthly

and in case of missing success or changes adapted

» The MPG generally needs to monitor all competitors and analyse them

every six months in order to be able to compete on the market

Finally, it has to be clarified that the market entry concept is based on current
market conditions and needs to be adapted at any time if the basic conditions on
the market change. As China is a very fast changing country, the MPG needs to be
aware of the fact that adaptations of the concept need to be made every six

months.
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10 Final conclusion

Chinas up-rising economy and the consequent increase of purchasing power will
transform China into the world leading market. The developments described in the
theoretical part suggest that the power of the Chinese market has already
overtaken the rest of the world within the past few years. These extreme changes
represent great opportunities for companies who want to enter China but also
obtain considerable risks due the increasing competition and the fact of power
shifts from companies to customers. The survival of a company depends on the
ability to adapt products to constantly changing demands, the establishment of a
strong brand and efficient processes. It is more important than ever to follow
upcoming trends and to focus on the customer’'s needs. The choice of
communication channels which enable a company to reach inhomogeneous
customers via different kinds of channels will decide over success or failure.
Especially online activities of Chinese people need to be considered in the
advertising strategy as these channels have even grater influence on Chinese
customers than the channels have in Europe. As the Chinese customers are very
open towards Western brands, it is important to put emphasise on the county of

origin in the brand positioning and in every marketing activity.

Beside the over all goal of the thesis, to develop a market entry concept for the
Michael Pachleitner Group, the author wants to point out deficits regarding the
current distribution ideas and the brand positioning. Besides, the MPG has
strategic problems in brand image and in the definition USPs. The company needs
to establish a clear positioning concept, find an appropriate distributor and
reconsider the option of creating an own online shop to be successful in the high
competitive Chinese market. As mentioned in the secondary research, the buying
patterns of Chinese people have changed and online shopping has become an
everyday activity. The author recommends to re-consider the demonstrated
weaknesses and concentrate on eliminating the problems before entering the
Chinese market. According to the experts, the Chinese market is a very
challenging and impatient one, once a company gets attention on the market.
Therefore, it is strongly recommended to only enter the market when all

discrepancies are cleared.
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12.1Interview Guideline

Consultancy View

Datum:

Einleitung:
Sehr geehrte/r Frau/Herr,
ich danke Ihnen vielmals fir die Unterstitzung und fur die Zeit, die Sie sich flr
dieses Interview genommen haben. Im Rahmen meines Masterstudiums
,international Marketing“ an der Fachhochschule Campus 02 in Graz arbeite ich
derzeit an meiner Masterarbeit. Das Ziel meiner Masterarbeit ist es, ein
Markteintrittskonzept flr Michael Pachleitner Groups Marke Red Bull Spect fir den
chinesischen Markt zu entwickeln. Fur dieses Konzept bendtige ich spezifische
Informationen, welche die Auswahl einer geeigneten Markteintrittsform und einer
Markteintrittsstrategie fur einen erfolgreichen Markteintritt in China unterstiutzen
sollen. Nachfolgend werden die Eckdaten zur Ausgangssituation und
Informationen zum Ablauf der Befragung kurz zusammengefasst.
Ausgangssituation:

Michael Pachleitner Group ist offizieller Lizenztrager der Market Red Bull

Spect

Marken-launch EU September 2016, Markteintritt USA Januar 2017
Ziele:

e Markteintritt in China bis zum Jahr 2018

e Umsatz von 125.000€ im ersten Jahr

e 80 POS innerhalb des ersten Jahres in China zu kreieren

Informationen zum Ablauf:

e Dauer der Befragung 45 Minuten
e Aufzeichnung via Tonband
¢ Anonyme Darstellung der Ergebnisse

Haben Sie noch offene Fragen oder bendtigen Sie noch weitere Informationen,

bevor wir mit dem Interview starten?

Allgemeine Information zur Firma

e Was ist die Kernaufgabe Ihres Unternehmens?



Welche konkreten Unterstlitzungs- und bzw. Beratungsangebote bieten Sie
fur Osterreichische Unternehmen, die in einen Auslandsmarkt eintreten

wollen?

Markteintrittsformen und Entscheidungskriterien

Joint Venture wird in der Literatur als die haufigste Markteintrittsform in
China genannt. Welche Vor und Nachteile ergeben sich bei dieser

Eintrittsform lhrer Meinung nach?
Wie lange dauert lhrer Meinung nach die Vorbereitung flir den Markteintritt

in China?
Welche drei wichtigsten MalRnahmen soll ein dsterreichisches Unternehmen

auf jeden Fall zum Markteintritt in China unternehmen?
Was denken Sie ist die grote Herausforderung flr ein Osterreichisches

Unternehmen, Produkte einer europaischen Marke in China erfolgreich zu

vermarkten?
Welche Kriterien sind ausschlaggebend zur Messung der ,Cooperation

Readiness*?
Welche Kiriterien sind ausschlaggebend zur Messung der ,Product

Readiness“?

Segmentierung des Landes und Findung der richtigen Zielgruppen

Da China ein sehr groRes Land ist, erweist sich die Segmentierung als
komplex. Welche Ansatze der Segmentierung konnen Sie empfehlen?

(Regionen, Lifestyle, Metropolen first)
Welche Regionen in China sind |hrer Meinung nach offen fur westliche

Marken/ Produkte?
Da sich Red Bull Spect auf Sportarten wie Surfen, Skifahren, BMX und

Mountainbiking konzentriert, sind Regionen in denen dieser Sport ausgeubt
werden kann von Interesse. Kénnen Sie mir sagen, welche Regionen Sie

fur besonders geeignet befinden?
Welche Timing -strategien sind Ihnen bekannt und welche sehen Sie im

Falle von Red Bull Spect am passendsten?

Entwicklung einer geeigneten Kommunikations- und Distributionspolitik

Welche Distributionskanale wirden Sie einer Osterreichischen Firma

empfehlen, welche Konsumguter in der Sport/Fashionbranche verkauft?
Da China ein sehr groles Land ist, erweist sich laut Literatur ein

einheitlicher  Distributionskanal als schwer umsetzbar. Welche



Madglichkeiten hat ein Unternehmen in China um dieses Problem zu |6sen?

Macht eine Distribution im ganzen Land Gberhaupt Sinn?
Mit welchen Kommunikationskanalen kann man den chinesischen Kunden

am besten erreichen?
Social Media und Internet Werbung- wie effektiv sehen Sie diese

Kommunikationskanale in China?
Welche Marketingaktivitaten kann ein Unternehmen setzten, um den

Bekanntheitsgrad der Marke/ des Produkts in China zu steigern?
Welche Schwierigkeiten kdnnen sich bei der Vermarktung einer westlichen

Marke in China ergeben, wenn das Produkt ebenfalls in China produziert

wird?
Gibt es hinsichtlich der Distributions- und Kommunikationspolitik noch

weitere Empfehlungen fur China?

Aufbau einer Partnerschaft in China

In der Literatur wird oftmals empfohlen, eine Partnerschaft mit chinesischen
Unternehmen einzugehen, um Know- How am Markt zu bekommen.
Welche Schwierigkeiten konnen sich in einer Zusammenarbeit mit

chinesischen Business Partnern ergeben?
Gibt es zusammenfassend noch etwas, dass Sie hinzufiugen mdchten?

Haben Sie noch Empfehlungen fur den Markteintritt in China?

Herzlichen Dank fiir lhre Zeit und das Gesprach!



Retailer perspective
Firma:

Interview Partner:
Position in der Firma:

Datum:

Einleitung:

Sehr geehrte/r Frau/Herr,

ich danke Ihnen vielmals fur die Unterstitzung und flr die Zeit, die Sie sich fur
dieses Interview genommen haben. Im Rahmen meines Masterstudiums
.International Marketing“ an der Fachhochschule Campus 02 in Graz arbeite ich
derzeit an meiner Masterarbeit. Das Ziel meiner Masterarbeit ist es, ein
Markteintrittskonzept fur Michael Pachleitner Groups Marke Red Bull Spect flr den
chinesischen Markt zu entwickeln. Flr dieses Konzept bendtige ich spezifische
Informationen, welche die Auswahl einer geeigneten Markteintrittsform und einer
Markteintrittsstrategie fur einen erfolgreichen Markteintritt in China unterstutzen
sollen. Nachfolgend werden die Eckdaten zur Ausgangssituation und

Informationen zum Ablauf der Befragung kurz zusammengefasst.

Ausgangssituation:
Michael Pachleitner Group ist offizieller Lizenztrager der Market Red Bull

Spect

Markenlaunch EU September 2016, Markteintritt USA Janner 2017
Ziele:

e Markteintritt in China bis zum Jahr 2018

e Umsatz von 125.000€ im ersten Jahr

e 80 POS innerhalb des ersten Jahres in China zu kreieren

Informationen zum Ablauf:

e Dauer der Befragung 45 Minuten

e Aufzeichnung via Tonband

e Anonyme Darstellung der Ergebnisse
Haben Sie noch offene Fragen oder bendtigen Sie noch weitere Informationen,
bevor wir mit dem Interview starten?

Allgemeine Information zur Firma



Was ist die Kernaufgabe Ihres Unternehmens?
Welche Aufgaben haben Sie im Unternehmen?

China- eine neue Weltwirtschaft
Welchen Einfluss haben politische Regulierungen auf das operative

Geschaft in China?
Welche rechtlichen Gegebenheiten sind bei einem Markteintritt in China

besonders zu beachten?
Wie sehen sie die Chancen einer westlichen Marke im chinesischem

Raum?
Welche kulturellen Unterschiede sind im Hinblick auf das Kaufverhalten flr

Sie am deutlichsten?
Markteintrittsformen und Entscheidungskriterien

Joint Venture wird in der Literatur als die haufigste Markteintrittsform in
China genannt. Welche Vor und Nachteile ergeben sich bei dieser

Eintrittsform Ihrer Meinung nach?
Welche Markteintrittsform sehen Sie fiir ein Retail Unternehmen in China

als am meisten geeignet?
Welche Faktoren spielen die groRte Rolle bei der Wahl der

Markteintrittsform in China?
Welche drei wichtigsten MalRnahmen soll ein ésterreichisches Unternehmen

auf jeden Fall zum Markteintritt in China unternehmen?
Welche Kriterien sind ausschlaggebend zur Messung der ,Cooperation

Readiness*?
Welche Kiriterien sind ausschlaggebend zur Messung der ,Product

Readiness“?

Segmentierung des Landes und Findung der richtigen Zielgruppen

Da China ein sehr groRes Land ist, erweist sich die Segmentierung als
komplex. Welche Ansatze der Segmentierung kénnen Sie empfehlen?

(Regionen, Lifestyle, Metropolen first)
Welche Regionen in China sind Ihrer Meinung nach offen flr westliche

Marken/ Produkte?
Welche regionalen Unterschiede spielten fur Sie die grofdte Rolle?
Da sich Red Bull Spect auf Sportarten wie Surfen, Skifahren, BMX und

Mountainbiking konzentriert, sind Regionen in denen dieser Sport ausgelbt
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werden kann von Interesse. Kbnnen Sie mir sagen, welche Regionen Sie

fur besonders geeignet befinden?
Die Findung der Zielgruppe erweist sich aufgrund der GrolRe des Landes

aber auch auf Grund der groRen Unterschiede der wirtschaftlichen
Entwicklung innerhalb Chinas als schwierig. Literatur empfiehlt daher,
zuerst Chinesische Metropolen zuerst zu betreten. Entspricht dies auch

Ihrer Meinung?

Entwicklung einer geeigneten Kommunikations- und
Distributionspolitik
Welche Distributionskanale wurden Sie einer Osterreichischen Firma

empfehlen, welche Konsumguter in der Sport/Fashionbranche verkauft?
Da China ein sehr groRes Land ist, erweist sich laut Literatur ein

einheitlicher  Distributionskanal als schwer umsetzbar. Welche
Maoglichkeiten hat ein Unternehmen in China um dieses Problem zu |6sen?

Macht eine Distribution im ganzen Land tUberhaupt Sinn?
Mit welchen Kommunikationskanalen kann man den chinesischen Kunden

am besten erreichen?
Social Media und Internet Werbung- wie effektiv sehen Sie diese

Kommunikationskanale in China?
Welche Marketingaktivitaten kann ein Unternehmen setzten, um den

Bekanntheitsgrad der Marke/ des Produkts in China zu steigern?
Welche Schwierigkeiten kdnnen sich bei der Vermarktung einer westlichen

Marke in China ergeben, wenn das Produkt ebenfalls in China produziert

wird?
Gibt es hinsichtlich der Distributions- und Kommunikationspolitik noch

weitere Empfehlungen fir China?

Aufbau einer Partnerschaft in China

In der Literatur wird oftmals empfohlen, eine Partnerschaft mit chinesischen
Unternehmen einzugehen, um Know- How am Markt zu bekommen.
Welche Schwierigkeiten konnen sich in einer Zusammenarbeit mit

chinesischen Business Partnern ergeben?
Gibt es zusammenfassend noch etwas, dass Sie hinzufugen moéchten?

Haben Sie noch Empfehlungen fur den Markteintritt in China?

Herzlichen Dank fir lhre Zeit und das Gesprach!
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