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Summary

Due to the progressive digitalization of the media market, the commitment to
expand the classical media portfolio by creating digital positions is essential.
STYRIA Media Group AG as traditional media house is extending its market to
exploit new digital business opportunities. The company has already managed the
successful digitalization of parts of the core business of media houses, namely
classifieds and brochure supplements. By establishing digital marketplaces, they
have secured a dominant position in their core markets. Now they see a great
opportunity in the internationalization of their successful business models. As
STYRIA does not have a standardized tool which can be applied in a systematic
country selection process to evaluate potential new international markets, the aim
of this master thesis is to develop a branch specific country selection model. As
STYRIA distinguishes between classifieds and best buy portals, for each, one

model was developed tailored to the particularities of digital marketplaces.

Within the theoretical part of this thesis, an initial analysis concerning the
internationalization of media companies, the characteristics of media industry and
digital marketplaces was made. The focus was placed on influencing factors
regarding model conception and country selection criteria. As a result, a
theoretical model was created. The considerations concerning model conception
in the sense of method approach and criteria selection needed to be reviewed
within an empirical research. A special focus was placed on the generation of
branch specific country selection criteria for classifieds and best buy portals, as to
date, they can not be found in literature. Explorative interviews helped gaining
comprehensive and individual factual information concerning this relatively

unknown research issue.

The subsequent tailored country selection models were then applied in practice.
They were designed as multi-stage models which enable a systematic tracking
down, identifying the most promising foreign countries. The models are set up as
Excel tools and can be used for filtering a large amount of potential countries or for
evaluating single countries as well. As the models must be applicable to open
problem structures and evaluate fast-changing market circumstances, flexible
adjustment possibilities are given. Within a usability cross-check, the functionality
and handling was reviewed. Therefore, four countries were analysed. By putting



the models into practice, it was found that the models show validity and an efficient
handling and go-through of a complex process. Finally, the developed models
were reflected critically and recommendations for the next steps regarding the
implementation as a systematic process respectively the application at STYRIA

Media Group are given.



Abstract

Aufgrund der fortschreitenden Digitalisierung des Medienmarktes ist es fir
Medienunternehmen von wesentlicher Bedeutung, das klassische Portfolio um
digitale Geschaftsmodelle zu erweitern. Die STYRIA Media Group AG als
traditionelles Medienhaus weil3 dies zu nutzen und verzeichnet eine erfolgreiche
Digitalisierung im Teilbereich des angestammten Kerngeschaftes von
Medienh&ausern, namlich Kleinanzeigen und Prospektbeilagen. Durch die
Etablierung Digitaler Marktplatze hat sich das Unternehmen in dessen
Kernmarkten eine dominierende Position gesichert. Nun sieht die STYRIA Media
Group AG ein groRBes Potenzial in der Internationalisierung der beiden
Geschaftsmodelle Classifieds und Best Buy. Da dem Unternehmen Kkein
standardisiertes Werkzeug zur Verfugung steht, welches im Zuge eines
systematischen Landerauswahlverfahrens zur Bewertung maoglicher neuer Markte
angewendet werden kann, besteht das Ziel dieser Masterarbeit darin, ein
branchenspezifisches Landerauswahlmodell zu entwicklen. Die Modellentwicklung
ist auf die Besonderheiten der digitalen Marktplatze zugeschnitten und erfolgt

jeweils fur die beiden Geschéftsmodelle separat.

Innerhalb des theoretischen Teils dieser Arbeit wurde eine erste Analyse
hinsichtlich der Internationalisierung von Medienunternehmen, den Merkmalen der
Medienbranche als auch digitaler Marktplatze unternommen. Der Schwerpunkt lag
dabei in der Eruierung von Faktoren, um auf eine Modellkonzeption und
Kriterienauswahl zur Landerbewertung schlieen zu koénnen. Die daraus
abgeleiteten Uberlegungen zur Modellkonzeption im Sinne des Methodenansatzes
und der Kiriterienauswahl galt es innerhalb einer empirischen Forschung zu
Uberprifen. Besonderes Augenmerk wurde auf die Generierung von
branchenspezifischen Landerauswahlkriterien fur Classifieds und Best Buy Portale
gelegt. Explorative Interviews haben dazu beigetragen, umfassende Informationen

zu dieser relativ unbekannten Thematik zu erlangen.

Die aus der Theorie und empirischen Erhebung abgeleiteten Erkenntnisse
mundeten in der Erstellung von Landerauswahlmodellen, separat konzipiert fur
das jeweilige Geschéaftsmodell. Nachfolgend galt es die Modelle in der Praxis
anzuwenden. Konzipiert wurden die Modelle als mehrstufige Modelle welche eine
systematische und nachvollziehbare Vorgehensweise ermdglichen und die

v



vielversprechendsten Lander identifizieren. Die LAnderauswahlmodelle wurden als
Excel-Tools aufgebaut und koénnen fur die Filterung einer grof3en Anzahl an
potenziellen Landern als auch fur die detaillierte Bewertung einzelner Lander
verwendet werden. Da digitale Marktplatze mit schnell wechselnden
Marktgegebenheiten konfrontiert sind musste die Konzeption sicherstellen, dass
die Modelle auf offene Problemstrukturen anwendbar und flexible
Anpassungsmaoglichkeiten gegeben sind. Innerhalb eines Usability-Cross-Checks
wurde die Funktionalitdit und Handhabung der erstellten Landerauswahimodelle
uberpruft. Durch die Anwendung auf vier definierte Lander, namlich Osterreich,
Kroatien, Slowenien und Norwegen, wurden die Modelle hinsichtlich Gultigkeit und
Handhabung analysiert. Schlie3lich fand eine kritische Reflektion statt und es
wurden Empfehlungen flr die nachsten Schritte gegeben, um eine Umsetzung der
Landerauswahlmodelle als systematischen Prozess zur Nominierung neuer

potenzieller Lander zu ermdoglichen.
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1.
1.1

Introduction

Introduction of STYRIA Media Group AG
STYRIA Media Group AG was founded in 1869 and is headquartered in Graz. The
company has additional branches in Vienna, Klagenfurt, Zagreb and Ljubljana.
STYRIA Media Group AG currently employs about 3084 employees (cf. STYRIA
Media Group AG 2016c).

The company is active as a media group within the markets Austria, Croatia and

Slovenia. STYRIA offers numerous media-relevant services and has a strongly
diversified portfolio (cf. STYRIA Media Group AG 2016c).

STYRIA MEDIA GROUP (STYRIA

CORE
MARKETS

CORE
BUSINESS

AUSTRIA

CROATIA

SLOVENIA

PRINT DIGITAL RADIO BOOKS SERVICES
Gy STYRIA DIGITAL Radio Stations Ee S il Media Services
Newspapers MARKETPLACES Houses
Weekly GMBH Media
Newspapers Technology
pap Marketplaces
Magazines

Classifieds

Best Buy

Figure 1. Organizational Chart STYRIA MEDIA GROUP AG (own presentation)

STYRIAG portfolio includes the core areas: (cf. STYRIA Media Group AG 2016c¢)

print: represented by daily and weekly newspapers as well as magazines

digital: includes marketplaces

radio

books

and services: includes media services and media technology

As apparent in the foregoing figure, within the branch DIGITAL, the STYRIA Digital

Mar ket pl aces

Gmb H

i s

responsi bl e

for

1

runn



STYRIA Media Group AG 2016b). Those represent the main subject of this master
thesis.

STYRIAG s Di gital Marketpl aces

The digital marketplaces are divided into two business models, namely
Aclassifiedso and fAbest buyo. ThG8BYRIA are d
Digital Marketplaces GmbH runs several portals as the following figure shows (cf.

STYRIA Digital Marketplaces GmbH 2016b):

! BEST BUY
MISCELL- REAL :
ANEOUS ~ CAR estaTE OB :
AUSTRIA \gnig':’s 50
! was? %
SLOVENIA #54% bolha.com EM“J‘%E:';:W i
______________________________________ :r_____________________________________.
—— | £
CROATIA ! njuskalo i l, @
| a =

Figure 2: STYRIA Digital Marketplaces (own presentation)

Within its core markets Austria, Slovenia and Croatia they have developed leading
market positions. Hence, the company gathered a lot of experience and know-how
in starting up, acquiring and scaling marketplace businesses (cf. STYRIA Digital
Marketplaces GmbH 2016Db).

The following table provides an overview of the characteristics of both business
models classifieds and best buy (cf. STYRIA Digital Marketplaces GmbH 2016a):



Description

Brands

Application

General

characteristics

Success

mechanism

Classifieds Portals are

digital marketplaces
including specialized
markets for property, motor
vehicles, jobs and career as
well as a free marketplace

for private adverts.

willhaben (AT)
Bolha (SI)

MojeDelo (SI)
Njuskalo (HR)

Website, App

Business model:

Best Buy

Best Buy Portals enable
customer to digitally gather
information on current offers
from regional retailers or to leaf
through latest flyers and

brochures online.

wogibtswas (AT)
Njuskalo (HR)

Website, App

Marketplace portals need to attract and balance two customer

groups, namely buyers and sellers.

In the segment of marketplaces, the ads are the desired

content. Buyers as well as sellers centralize their activities

around the existing leading portals in order to get the best

results and effects in terms of traffic. This stimulates a spiral

effect and creates a winner-takes-all dynamic for digital

marketplaces.

More traffic means more effect, more effect means more

revenues.

- Traffic growth: Traffic and ad base is core to the

business.

- Effect growth: The effect to the advertiser is what they get

paid

- Revenuegrowth:Ex pect to be Aundei

deliver for a while.

Table 1: Business Models Digital Marketplaces (own presentation)



Marketplaces within the new competitive environment

At al l |l evel s, digital services are playini
lives. They have to be easier, faster and cheaper to use. Marketplaces always
have been around but changed from being physical in the past into digital
nowadays. A best practice example is given by having a look at classifieds portals,
which allow users to find a new car, a flat or a job with just a few clicks. It is not
necessary to go through print leaflets anymore. Instead, users get offers via push
notifications on their smartphone. Those new services have significantly impacted
classic media business models. Classifieds - which represent the source of
income for media companies - have left print newspapers and are instead
enriched by practical additional functions. This brings great challenges to media
houses as they lose an important source of income, namely the print classifieds
(cf. STYRIA Media Group AG 2016a).

1.2 Initial Situation

When reviewing the current market development of the media industry, a transition
IS recognizable. For a long time, the media market was characterized by the three
main established media genres television, broadcast and print. Currently, the
traditional framework conditions and business models of the media business are
changing due to the digitalization of the media market. Print is increasingly

becoming less significant and is shifting to digital media.

Rapid technological development and modified conditions of customer usage are
contributing to that market development. Media usage behavior is becoming ever

more digital, which makes a commitment to traditional media products difficult. As

a result, new rules defining the mar ket 6 s dynami cs 3TaRik appe
Media Group AG 2016a).

The digital media business demonstrates brutality which equals the formulation

i T P\Enner-Takes-It-Al | O . I n numerous mar ketpl aces, 1
big player, which can especially be seen in the business of digital marketplaces.

For being successful, it is required to identify market opportunities in a timely

manner in order to be the number one, respectively in markets of greater size the

number two. The competitive pressure is increasing steadily, as geographical and

cultural borders blur and international market players roll out their businesses

globally (cf. STYRIA Digital Marketplaces GmbH 2016b).



This key issue is proved by STYRIAG s strategic directtmgon of
the core business into new dimensions. STYRIA began at an early stage to

expand its classical media portfolio by creating digital positions as this area
indicates considerable potential. For an enterprise with a publishing background it

is required to sustain the flux within the technological area with high pressure and

greatest attention. If and only if the company can handle this issue, it is possible to

become a relevant digital variable (cf. STYRIA Media Group AG 2016b).

Due to those early investments in digitalization of business models, STYRIA is well
equipped. STYRIA Digital Marketplaces GmbH successfully established the
respective market leaders in the area of classifieds in all its core markets. After a
successful financial year 2015, the growth of the digital marketplaces shall reach
the next dimension. STYRIA aims to increase growth and to further expand its
position (cf. STYRIA Media Group AG 2016b). The company wants to take
advantage of the international market growth opportunities and reinforce the
competitive situation by rolling out its business models internationally. Thus, a
continuous and sustainable growth as long-term objective shall be ensured. The
market is still in development and shows opportunities which STYRIA has to
identify quickly (cf. Berger 13.02.2016).

1.3 Problem Statement
An international expansion is related to risks due to the complexity of this decision-
making situation.

- The process is difficult and similar to a start-up situation (cf. Paul/Kapoor
2009, p. 52). Numerous factors have to be considered when acting
internationally, such as political, economic, social, technological,
environmental, legal and industrial factors (cf. Fuchs/Apfelthaler 2009, p.
304). Therefore, the definition of a target market is crucial and a plays
central role in the internationalization process (cf. Fuchs/Apfelthaler 2009,
p. 300).

- In reality, companies tend to apply not an extensive country- or branch-
analysis but adhere to subjective and irrational criteria such as personal
experience or preferences, an estimate of the previous situation, the
geographical proximity of a market or linguistic and cultural familiarities.

This lack of analysis can cause mistakes and failure and leads to the
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threats such as not conquering foreign markets with large potential or
choosing the wrong country for its product (cf. Fuchs/Apfelthaler 2009, p.
300).

- Especially the branch in which STYRIA is active is different and requires
extra effort (cf. Berger 13.02.2016).

This is why STYRIA needs a sound basis for its decision-making. When entering
new and foreign markets with its digital business models, a target country
selection process is required (cf. Berger 13.02.2016).

Until now, there has been lack of a uniform systematic process for the assessment
and selection of new countries for their digital business models ficl as si
Abest buyo:

- STYRIA has no special model for evaluating countries best suitable to its
industry of digital marketplaces.

- Uncertainty occurs about the most suitable country selection criteria for the
business area digital marketplaces, as existing country selection methods
often focus on criteria for general market attractiveness.

- Accordingly, ready-to-use models for this specific industry have been
nonexistent up to now (cf. Berger 13.02.2016).

The opportunities for internationalization are given and many countries seem to be
very attractive. By implementing a country selection model, the company could
ensure making target market priorities apparent, and use it in the future as a rolling
out process on a constant basis (cf. Berger 13.02.2016).

1.4 Objectives

1.4.1 Company Objectives

The aim of STYRIA Digital Marketplaces GmbH is to exceed revenues of 100
MEUR by the end of 2020 due to further international expansion, which represents

the expanding of its business models internationally.

Furthermore, the company aims to enter one suitable foreign country within
Europe by the end of 2018 to extend the international presence of STYRIA Media

Group from three to four countries.

f

eds



1.4.2 Master Thesis Objectives

In order to support the company objectives, the aim of this master thesis is to

develop a country selection model focusing on digital marketplaces that supports

STYRIA Digital Marketplaces within the country selection process.

The procedure goals supporting the achievement of the main objective of this

master thesis are:

Assessment of existing models and general criteria.

Adaptation by identified criteria most relevant for digital marketplaces and
its industry.

Development of an Excel tool, separately for classifieds and best buy.
Providing a clarification (within chapter 8.3) which is set up as a manual and
describes how the developed country selection model within the country
selection process has to be performed.

Usability cross-check of the developed model by testing it to an already

entered market as well as to two attractive countries.



Frame of Reference

Initial Situation Problem Statement Company Objectives

— SDM exceeds revenuess of 100
MEUR by end of 2020 due to
international expansion

— SDM enters one new foreign country
by end of 2015

Thesis Objectives

— Development of a country selection

miodel with focus on Digital

IMarketplaces

— International expansion of
Styria’s core markets is related to
high risks

— Lack of an uniform gystematic
process including methods for SDM
to aszess/evaluate new couniries

— Precizely fitling country selection
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— Transition of media industry, media
genre print shifts do digital
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Figure 3: Frame of Reference (own presentation)



2. Internationalization in the Media Industry

Internationalization within the media industry denotes the strategic and operational
management of media companies in an international context (cf. Wirtz 2013, p.
781).

2.1 Definition and Characteristics of Media Industry

Media and Internet-Management includes all activities from planning, organization,
implementation and controlling along with the creation and distribution processes
of informative and entertaining content within media companies (cf. Wirtz 2013, p.
14).

2.1.1 Particularities of Media Marketing
Media Marketing is characterized by particularities which are forming crucial
aspects for marketing-relevant decision-making in the national and international

context.

A particularity which has to be emphasized is the offering of products and services
on two completely contrary markets and, associated therewith, two different target
groups. Media Marketing has to deal with a buyer-/distribution market on the one
side, and an advertising-/classifieds market on the other side. The media product
itself does not equal mass products, as content has to be produced steadily. The
only constants are the main concept as well as the formal, textual and
technological framework (cf. Schulte-Hillen/Ganz/Althans 2014, p. 479f.).

2.1.2 Media Products and its Characteristics

Media products are classified as content which is generated by media companies,
bundled and distributed to recipients in order to generate value. The spectrum of
media products is versatile, though it can be narrowed down to the following

systematization (cf. Glaser 2014, p. 101f.):



Spectrum of Media Products

Print
Book | Newspaper | Magazine | Prospectus |
Advertising material for print

Videotext
Dia-AV
Audiovisual presentation | Multivision

Audio
Radio | Audio-CD

Multimedia, Interactive Applications
Computer game | Terminal for POI

Software

Internet, Intranet
Information | Communication | Transactions: E-Commerce, E-Business

Event
Exhibition | Congress | Roadshow

Figure 4: Spectrum of Media Products (based on Glaser 2014, p. 101)

Taking these media sectors into consideration, a variety of medial fields of

products are becoming visible (cf. Glaser 2014, p. 102). They provide information,

persuasi ve communication and entertainment <co
The afore-mentioned elements text, picture, graphic, audio, film/video, animation

and data are offering different kinds of content and the selection is dependent to

the respective demand which has to be met (cf. Farrell 2015, p. 243).

In spite of the differences of medial fields, the individual products have things in

common as well. Beside their complexity, media products are united by similar
characteristics resulting from their revenue structure and production processes (cf.

Wirtz 2013, p. 41).
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Media Product Characteristics

Media Media Media Media Quality of
Products as !
i Products as Products as Products as Media
Composite Public Goods Services Merit Goods Products
Products
Media * Non- Media * Merit goods * Quality is
revenues excludability products are felt as limited
consists of of meet the under- influencable
sales and consumption: properties of consumed by the
advertising recipients intangible respectively management
revenues can not be services of underestimat as media
hindered on the moment ed as either production is
Performance the of production socially a creative,
on the consumption desirable hard to
advertising of public Storage on standardize
market goods, which carrier Demand has process
depends on means medium is to be
performance consumption mostly adjusted Recipients
on the is required trough require quality
recipients independent which is why subsidy or characteristics
market of payment services are compulsion such as:
referred to as to consume quality of
Both Non-rivalty of refined testing,
components consumption: services experiental
need to be consumption quality and
united to a of one quality of trust
final good recipient
does not

restrict the
consumption
of other
recipients

Figure 5: Media Product Characteristics (based on Wirtz 2013, p. 417 45)

Media Products as Composite Products

Media Products are characterized as composite products, as they have to perform
on a dual market, namely on the recipients as well as on the advertising market.
The products have to serve both demands of recipients as well as advertising
companies. One the one hand, they have to fulfill information or entertaining
purposes, and on the other hand, they have to fulfill an advertising purpose (cf.
Schumann/Hess/Hagenhoff 2014, p. 26f.). Both components need to be united to
create a final product (cf. Wirtz 2013, p. 42).

Media Products as Public Products

The characteristics of public goods are only partially applicable to media products.
This means that a media product is non-excludable respectively accessible to
everyone (cf. Wirtz 2013, p. 42), whose provision remains at no cost. A further
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characteristic is the non-rivalry in consumption, referring to the fact that one
recipientaos consumption does not restr.i
Schumann/Hess/Hagenhoff 2014, p. 28).

Media Products as Services

Media products exhibit traits reminiscent of services, especially in the moment of
production as they are dominated by human performance. In the case that the
service is provided to the customer by storing it on a carrier medium, services are

referred to as refined services (cf. Wirtz 2013, p. 44).

Media Products as Merit Goods

As media products have an impact on public opinion, cultural development and
education of the entire population, a demand is considered as socially desirable.
Merit goods are judged as underestimated or under-consumed, which is why
regulations (e.g. by the government) are common in individual media markets (cf.
Schumann/Hess/Hagenhoff 2014, p. 26).

Quality of Media Products

The quality as evaluated by the recipients constitutes a significant factor for media
products. Quality in the sense of actuality, relevance, accuracy and distribution of
information underlies partly a subjective assessment and is, therefore, limitedly
adjustable by the management. Quality assessment is also considered critical by
recipients. They differentiate between search qualities, experience qualities and
credence qualities. Allocated to media products, search qualities can be evaluated
partly by inspection before purchase (cf. Wirtz 2013, p. 46), whereas experience
qualities cannot be evaluated ex ante (Schumann/Hess/Hagenhoff 2014, p. 27).
Experience quality can therefore be evaluated over a longer period of time,
whereby trust in the product, respectively its credence quality, is built rather slowly
(cf. Sigler 2010, p. 23).

2.2 Definition and Process of Internationalization

Internationalization occurs when a company expands its business activities to
international markets. It is seen as a complex process to achieve enough
knowledge to initiate and to plan internationalization (cf. Hollensen 2016, p. 56).

The process itself is illustrated below:
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(1) Corporate Readiness

(2) Product Readiness

(3) Target Market Selection

(4) Entry Mode Choice

(5) Planning of Marketing Mix and
Implementation

Figure 6: Process of Systematic Internationalization (based on Fuchs/Apfelthaler 2009, p.
270)

At the beginning of each internationalization process, the fundamental decision
has to be made whether the company becomes active on foreign markets or not.
The decision is made based on a company-internal potential assessment and
evaluations if the chance exists. If the corporate readiness is estimated as given,
within the next step, the company has to consider if the product is ready as well.
The product that is to be established in foreign markets needs to be competitive.
Only then, within a next step, it is considered which markets the company aims at
entering. Finally, a comprehensive analysis of potential foreign markets brings the
market decision of the desired target market. Subsequently, within the next step,
the most suitable choice of entry mode is made. Within the last step, exact aims
and strategic options are set. Operative planning and implementation steps
represent the conclusion of the internationalization process (cf. Fuchs/Apfelthaler
2009, p. 273f.).

2.3 Motives and Objectives of Internationalization in the Media
Industry

Media companies in the past tended to be anchored in the national or regional
markets. Especially technological advancements show that internationalization is
becoming increasingly important and challenging for the media industry. After a
rather random and geographically controlled market selection, an approach based
on rational criteria to select foreign markets has been developed, including a
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conscious - in terms of content and time - coordinated exploration (cf. Breyer-
Maylander/Seeger 2006, p. 153f.; Schulte-Hillen/Ganz/Althans 2014, p. 479).

Within the past years, increasing tendencies towards internationalization within the
media industry have been observed. This is due to a variety of reasons (cf. Wirtz
2013, p. 783). An internationalization motive is frequently based on a simple
assumption that a national successful business has to be successful on foreign
markets as well (cf. Schulte-Hillen/Ganz/Althans 2014, p. 480). There exist five
major reasons driving firms to take the initiative to internationalize:

1 Demand-oriented internationalization motives

1 Supply-oriented internationalization motives

1 Follow the customer phenomenon

1 Follow the competitor phenomenon

1 Financially-oriented internationalization motives (cf. Glowik/Slawomir 2011,
p. 12)
1 Safeguarding of the company (cf. Breyer-Maylander/Seeger 2006, p. 155)

Demand-oriented internationalization motives

Operations in foreign markets offer companies the possibility to gain additional
sales volume (cf. Glowik/Slawomir 2011, p. 8). Simultaneously, internationalization
allows companies to attain scale- and synergy effects as through a further
expansion in foreign markets, the unit costs per sold media unit decrease and
economies of scale can be realized. Furthermore, due to a flexible use of potential
economics of scope can be achieved (cf. Wirtz 2013, p. 783).

An international presence allows media companies to react flexibly to changes
within the market environment of a specific marketplace (cf. Wirtz 2013, p. 783).
Media companies force internationalization as a consequence of ever smaller
domestic markets due to the high saturation of media supply (cf. Breyer-
Maylander/Seeger 2006, p. 155). Foreign business activity can compensate for
saturated home markets (cf. Glowik/Slawomir 2011, p. 8).

Furthermore, deregulatory tendencies in various national media markets allow
international media companies to enter the local markets. In recent years,
numerous barriers have been taken down (cf. Wirtz 2013, p. 783). Therefore,
previously closed markets are open again for international companies due to the

elimination of national access barriers (cf. Breyer-Maylander/Seeger 2006, p. 154).
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Supply-oriented internationalization motives

Supply-oriented reasons why firms go abroad have their origins in a resource-
based view. Companies strive to benefit from resources which seem to be more
attractive concerning quality or expenses in the foreign market than in the home
market. Beneficial resources could be the access of raw materials, human capital
or other valuable resource distribution channels or managerial know-how (cf.
Glowik/Slawomir 2011, p. 10).

Follow the customer phenomenon

In various industries, companies are driven to make internationalization decisions
that have arisen from participating in network grids with suppliers, customers and
other stakeholders. As a result, suppliers are forced to follow their customers
abroad (cf. Glowik/Slawomir 2011, p. 11). However, in the context of media

industry, this phenomenon has little relevance.

Follow the competitor phenomenon

Contrary to the follow the customer phenomenon, in this case, companies are

foll owing their competitordés movement to a
realize strategic market positioning opportunities such as brand building or product

penetration (cf. Glowik/Slawomir 2011, p. 11).

Financially-oriented internationalization motives

Internationalization can enable companies to gain financial resources (cf.
Glowik/Slawomir 2011, p. 12). Changes of economic parameters like a heavy
increase in media offerings lead to an intensification of the competition. This
competitive pressure is countered by media companies with increasing
investments into their quality, which is connected to higher production costs. The
extra effort has to be compensated with an extension of the distribution
possibilities which requires additional sales. One way to compensate for these

higher costs is to exploit international markets (cf. Wirtz 2013, p. 783).

Safeguarding of the company
A companydés intention for i nternational i za
for safeguarding its business. By enlarging the graphical distribution of the product

portfolio and an operation on several markets, the risk is accordingly spread.
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Furthermore, it extends a productods |ife
the company occupies can be maintained and further developed. Lastly, its
competitorso positions in foreign markets

exhaustion of their competitive advantages (cf. Breyer-Maylander/Seeger 2006, p.
155; Schulte-Hillen/Ganz/Althans 2014, p. 480).

For the above-named motives, the following target setting in terms of
internationalization of media companies is deduced:
1 Growth- and profit-oriented targets:
o Occupying growth on foreign markets
o Achievement of growth targets, which are not attainable on the home
market
1 Company-safeguarding-oriented targets:
o Risk spreading in the individual markets
0 Extension or prolongation of the product life cycle, especially in
saturated home markets
o Maintaining and extending the market position in foreign countries
(e.g. licensing or joint ventures) due to a stronger commitment
o Connection to the competition in the foreign markets for balancing
competitive advantages (cf. Schulte-Hillen/Ganz/Althans 2001, p.
480)

2.4 Challenges and Opportunities of Internatioanlization in

Media Industry

Beside the named objectives which an international market presence provides, the
internationalization of media companies has started at a later time compared to
other industries. This can be attributed to the particularity of media products and
services media companies deal with. They do not only represent economic goods,
but also cultural goods which reflect to a high degree the cultural context and are
differing from the export of conventional mass products or services (cf. Sjurts
2004). This is why media companies not only face the challenges of overcoming
journalism, economics and technologies, but they also have to get over additional
obstacles such as nations, intercultural barriers, laws and other environmental
factors. The media landscape is characterized by complex international and

intermediary connections (cf. Wirtz 2013, p. 779).
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Therefore, the provision of complete international media products and services is
one main challenge. Despite a conformity of consumer behavior due to
globalization of many countries and cultures, one global culture cannot be
presumed to exist. Consumers as well as internal and external partners differ in
their sets of values, settings and behaviors (cf. Wirtz 2013, p. 782f.).

Media companies have to overcome the impact of cultural predispositions. The
value of cultural products for customers decreases by its distance from its origin.
As a result, local content has a limited international usability. Media companies
must succeed in gaining benefits of a globalization of business processes. At the
same time, they have to gain a local product- and service differentiation by offering
products corresponding with desired values and norms of the individual target
culture (cf. Wirtz 2013, p. 782f.). The stronger the media products or services are
anchored editorially within the national cultural context, the greater are the
adjustment requirements (cf. Sjurts 2004).

A reduced need for adjustments arises in the case of entertaining media products,
especially media products with visual communication, as those are tied to
recipientsd emotional experiences which di

informational needs (cf. Sjurts 2004).

Beside the adherence to culture, media companies have to overcome
interdependencies on the recipients and advertising markets in foreign countries.

Not only is it necessary to configure media products to country-specific needs in

order to get the recipients interest, but it is also important to attract advertising
customers by possessing a quantitative and qualitative scope. Increasing the

number of recipients leads to a demand on the advertising market. By generating

revenues, the media company can improve its product or service, which in turn

|l eads to an increase of etd capspiral effect is the r e c i
result (cf. Sjurts 2004).

25 CompaniesoO Prerequisites for I nter
When the decision for internationalization is made by the company, it has to be
proved if the prerequisites are met by the firm. This is fundamental for carrying out
foreign business activities. Companies have to be aware that, due to the
complexity given by internationalization aims, decisions have to be made

systematically and effectively. The decision-making process involves searching for
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comparative information about markets and using market selection knowledge.
Additionall vy, a firmdés decision maker has
affects several aspects of the internationalization process. A scarcity of resources

and capabilities is making the internationalization at some levels more difficult. The
readiness for a firmds internathedoliowihg zati o
core prerequisites (cf. Sternad/Hofferer/Haber 2013, p. 17; Papadopoulos/Martin
2011, p. 132):

International competitive advantages

Firstly, a company has to prove if the product or service has the capacity for
internationalization. The verification provides information if either the product or
service can be offered unchanged at the foreign market or if adaptation is needed.
Furthermore, a competitive advantage towards local providers or international
competitors is needed to ensure a positive
effort. In order to establish itself successfully at a foreign market and to set itself
apart from the competition, the company has to offer a clearly recognizable
additional value within at least one of the following categories: price advantages,
uniqueness of product or service characteristics, advantages in its service
offerings, more accurate distribution, and emotionally added value conveyed by
the brand. It is therefore critical to check if the product or service offering is
defendable on the foreign market in order to prevent a misallocation of resources,
time and costs which is required in terms of internationalization (cf.
Sternad/Hofferer/Haber 2013, p. 171.).

Resources and competences required for internationalization

Secondly, a company has to check whether it is able to carry out international
operations and if required resources and competences are available within the
company. In case there are only limited resources available, a company has
further options which can be taken into account to become active internationally.
For instance, companies can enter collaborations, where the respective partner
could bring in missing resources and competences. Especially for companies
having little experience with foreign markets or missing financial resources,
establishing partnerships is a possibility for balancing out differences (cf.
Sternad/Hofferer/Haber 2013, p. 18f.).
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Commitment of the management for internationalization

Commitment of the management which is beneficial for the internationalization is
characterized as the following: the management brings in valuable experience and
is familiar with the foreign market cultivation. It is aware of the related procedures
and risks. Beside experience, a positive attitude and support of the top
management influences chances of success of international initiatives positively
(cf. Sternad/Hofferer/Haber 2013, p. 19 quoted from: Sousa et al. 2008).

The fulfilment of value added for foreign customers, existence or acquisition of
resources and competences as well as commitment by the management is
simultaneously the prerequisite for the continuing of the decision-making process

forthe firmés int.ernationalizati on

For the purpose of implementing a country selection model, two main decisions
have to be made by a company. First, a decision about the appropriate approach
and secondly, about conditions and criteria which are crucial for deciding on the
adequacy of a foreign country (cf. Fuchs/Apfelthaler 2009, p. 300 quoted from
Andersen/Buvik 2002).

3. Digital Marketplaces in the Media Industry
Digital Marketplaces are a phenomenon resulting from a growth in electronic
business by the rise of the Internet. Media companies can benefit from newly

generated access to markets (cf. Standing 2009, p. 1).

The following chapter provides an insight into digital marketplaces and their
embedding in the media industry. At the beginning of this chapter, media
management in general is under observation in order to understand its
characteristics and particularities. Furthermore, trends in the digital age, such as
the dematerialization of the media industry, are explained. This thesis will also
provide an overview of the consequential occurrence of digital marketplaces as an
established media business model. General types of digital marketplaces as well
as their environment including structure and influencing factors provide insight into

the main subject of this master thesis, namely digital marketplaces.
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3.1 Trends in the Digital Age

3.1.1 Dematerialization due to Digitalization

Compared to other industries, the media industry is especially affected by the
rapid and accelerated developments of new technologies. Massive changes are
caused by the fact that media products are characterized by its informational
purpose and full digitalization. This is why the impact of dematerialization caused
by digitalization has a strong and ongoing influence on media companies and their

business units (cf. Hess/Anding/Benlian 2006, p. 99).

Taking into account the currently existing
as well as its value chain is affected by it because of the various offers and forms
of use in the following areas:
1 Technologies affect the value-added step creation and pooling
1 Technologies for transfer are decisive for the distribution
T Technol ogies for a digital productds wus
(cf. Schumann/Hess 2002, p. 11; Hess/Anding/Benlian 2006, p. 100)

Particularly affected is the distribution. The digitalization of a product itself makes it
possible to abstain from physical carriers, as information can be easily distributed
via digital channels. Inter alia, this causes the change of the market structure.
Stationary business is influenced negatively and has to admit sales declines,
market share and importance. Furthermore, significant for sales, digitalization
reduces information asymmetries. Customers are able to compare products,
services and prices more easily and efficiently (cf. Sommer/Von Rimscha 2014, p.
259).

The Internet becomes a factor of increasing relevance when it comes to the
distribution of products or services. It offers a multimedia interface to customers

like no other channel (cf. Karmasin 2000, p. 28).

Furthermore, the computer and especially mobile devices are the pivotal element
of communication and media consumption. This implies changes in a target
groupos habits a n the medie lanslscapar dNewspagers aré
consumed online, music and films are distributed via the Internet and videos are

retrieved online. The focus is on actuality and interactivity, offering a customer the
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possibility for deeper and individual researches on a specific need or topic (cf.
Beck 2011, p. 269).

3.1.2 Changes in Media Usage Behavior: Focusing on Internet User

The media usage behavior has significantly changed over time. This change has
been triggered by various factors. Not only the available time budget an individual
has at their hands decides upon the type and extent of media usage, but also their
habits, motives of utilization, trust, usage situation and payment models influence

media usage (cf. Das 2010, p. 19).

As a market participant, being prepared for particular circumstances which are
given in a market is essential. Plausible future scenarios regarding media usage
behavior can only be derived if a comprehensive understanding of the present
situation is given. Therefore, companies have to deal with the decisive influencing
factors in order to adapt their product and service portfolios (cf. Das 2010, p. 20).
The understanding of customer motivations is an absolute necessity for a
company6s survival (cf. Chaffey/ Smith
The Internet user s 6 usage behavior can be de
determinants:

1 Internet access: Thi s deter mi nant provi des
access to the World Wide Web by using computers or mobile devices.

1 Online versus offline media usage: By evaluating the overall media
usage, a comparison between individual media genres can be made. As a
result, recognizable changes of online versus offline usage can be found.

1 Online user groups, behavior and needs: By analyzing the online user
groups assumptions can be made concerning their preferences attributed to

a media product or service (cf. Sigler 2010, p. 34).

Hereinafter, reference is made to the media usage behavior which in turn affects
digital marketplaces. It is based on findings from different studies conducted in
Europe, with a particular focus on the DACH region.

The study AStandard Europarameter Aut
reveals that media usage remains stable. Nevertheless, previous increases are

explained by the development and establishment of the Internet. Even though
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Internet usage is ranked behind TV and radio as the most commonly used
medium, Internet usage continues to grow, especially in the mobile sector. The
study shows that 73 percent of European citizens use the Internet at least once in
a week, 59 percent use it daily or almost daily. This behavior differs strongly within
the 21 European member states. The daily or almost daily Internet usage reaches
from 86 percent in Netherlands, over Denmark and Sweden with each 85 percent
to Romania with 39 percent on the opposite side of the spectrum.The conclusion
can be drawn that the Internet is getting increasingly indispensable for a vast

number of European citizens (cf. European Comission 2015, p. 4-20).

By tracing the developments of the DACH region, it becomes apparent that the
I nternet usage is dominating numerous
mobile consumption via smartphones or other mobile devices is increasing,
whereas classic media canals are stagnating substantially (cf. iab Internet
Advertising Bureau Austria 2015).

3.2 Definition of Digital Marketplaces

The terms digital- and online media products refer to digital products offered to the
user via the Internet. They are characterized by intangible components (cf. Wirtz
2013, p. 696). Digital media products are capable of being stored and not bound
by time or location (cf. Sigler 2010, p. 22).

Digital media products serve the purpose to offer information, education and
entertainment and are either offered as free or as paid content to the user.
Neverthel ess, the usersé6é willingness
for media companies, as the Internet is considered free culture. Furthermore,
digital media products serve i as media products do generally i a dual purpose.
On the one hand, they provide content for recipients, and on the other hand, they
serve promotional purposes as advertising platforms (cf. Sigler 2010, p. 22 A
andere Quelle!).

Digital marketplaces are places where buyers and sellers conduct transactions by
electronic means. Moreover, they go beyond serving the only purpose of buying
and selling goods and services. In addition, they offer the possibility to exchange
information and knowledge. Therefore, digital marketplaces can be defined as

information systems that allow buyers and sellers to exchange information about
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prices and product offerings on a market (cf. Standing 2009, p. 1; Wang/Archer
2006, p. 105).

3.3 Typologies of Digital Marketplaces

The application of Internet technologies to interfirm transactions has led to the
growth of Internet-based electronic marketplaces. Their central role is to facilitate
product and information exchange and to support the all-in process of business
transactions from initial contacts and negotiations to settlements (cf. Dai/Kauffman
2002, p. 41f.).

For a systematization of the digital-marketplace-theory, the following

morphological box provides an overview (cf. Clement/Schreiber 2016, p. 6):

Systematization Digital Marketplaces

Attribute of Marketplace Characteristics
Participants B2B B2C B2A c2c
Activities Commerce Procurement Added-Value-Management
Search Experience Credence
Goods characteristics characteristics characteristics
Coordination Competition Hierarchy Network Intermediary
Vertical Alignment Horizontal Alignment
Operation
Broker-Model Seller-Model Buyer-Model
Functionali Informati Catal T ti Process
unctionality nformation atalogues ransaction integration
Barrier Technical Legal Financial
Pricing Static Dynamic Static/Dynamic
Income Commission Attendance Fee Licence Advertisement
Benefit Content Commerce Context Connection

Figure 7: Systematization of Digital Marketplaces (based on Clement/Schreiber 2016, p. 6)

The most crucial attributes which have to be mentioned are:
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Participants involved

The particular involved participants have a transactional connection, which can be

divided into an information phase, a negotiation phase and a processing phase. A

participant could either be a company (business), a household (consumer) or a

governmental institution (administration) which is building up an individual

interaction pattern (cf. Clement/Schreiber 2016, p. 6f.).

Activities

The activities could be oriented towards commerce, procurement or an added-

value-management (cf. Clement/Schreiber 2016, p. 6).

Goods

A distinction is made between goods assessable in respect of their

M

search characteristics (goods can be previously assessed according to their
performance),

experience characteristics or

credence characteristics (goods can be previously assessed only at high
costs or cannot be assessed at all previously) (cf. Clement/Schreiber 2016,

p. 7).

Coordination

Supply and demand-mechanisms can take a variety of forms:

T

Competition in the economic sense arises if a high number of demanders
face a high number of suppliers

Electronic supplier structure describes internal or inter-company relations of
parti ci pant sd dependence

Intermediaries or electronic networks are interposed (cf. Clement/Schreiber
2016, p. 8f.)

Operation of digital marketplaces

The operation of digital marketplaces can be taken over by demanders, suppliers

or brokers:

T

Broker-Platform-Model: many demanders and many suppliers, brought
together by an intermediary, providing an additional sales and distribution
channel (e.g. Ebay)
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Sellside-Platform-Model: a few suppliers provide a large part of the
assortment (e.g. online-shops, shopping malls)
Buyside-Platform-Model: is run by a few demanders (e.g. purchasing
association) (cf. Clement/Schreiber 2016, p. 10)

Furthermore, a distinction is made between:

T

T

Vertically aligned marketplaces: concentrating on a single user-group (e.g.
members of a branch)

Horizontally aligned marketplaces: concentrating on product groups,
functions and processes relevant to several branches (cf. Wang/Archer
2006, p. 99f.)

Functionality

The functionality describes the sum of the services offered to customers.

T

In the simplest case, the marketplace only provides information on products
or services in form of e.g. catalogues. There is no sell- or buy-possibility.
Auctions or tenders allow customers to conclude sales contracts.

Market participants are performing the whole process starting from
procurement, purchase to payment-fulfilment electronically, so-called

process integration (cf. Clement/Schreiber 2016, p. 10).

Referring to this scheme, the digital marketplaces classifieds and best buy can be

explained. In addition, the following visualization of transaction chains of digital

marketplaces is used to create a clear delimitation between classifieds and best

buy.
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Process Mode Phase

. Advertiser . Consumer

Demand Creation Phase:

The demand to buy goods or services is
created by advertising. The phase ends
with the consumer becoming a buyer.
\J

Seller

Information Phase:

Seller and Buyers gather information
about potential market partners as
well as goods and services.

Agreement Phase:
Conditions of the transaction are
negotiated.

Settlement Phase:
The terms of the contract are fulfilled.
Goods, services and payment are

transferred.
. End of Transaction

Figure 8: Transaction Chains Digital Marketplaces (based on Schmid/Lindemann 1998, p.
193f.)

Best buy portal:

This type of marketplace covers the above illustrated demand creation phase and
the information phase. Best buy portals are mostly app-based platforms offering
locational services for stationary trading. The portals are informing customers in a
convenient way about local purchases on a daily basis. This sort of marketplaces
enables stationary trading despite digitization to connect with consumer groups
digitally. Users gather information about potential market partners as well as
goods and services by requesting and comparing actual leaflets, brochures and
information on actual offers in their immediate surroundings online (cf.
Heinemann/Gaiser 2016, p. 254; Schmid/Lindemann 1998, p. 193f.).

Classifieds portal:

This type of marketplace covers the transaction chain just as best buy portals, but
classified portals can also go further by fulfilling the agreement and settlement
phase. This depends on whether a technical inclusion is set up. Classifieds portals
are mostly desktop- and app-based platforms offering products by online displayed
classifieds. The portals are either vertically or horizontally aligned and serve
product categories cars, real estate, jobs or miscellaneous (cf. Schmid/Lindemann
1998, p. 193f.; Clement/Schreiber 2016, p. 6f.).
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Digital Marketplaces and their Environment

Media companies are acting on markets characterized by particular
circumstances. A particularity of the environmental conditions of digital
marketplaces is that marketplaces are confronted with a two-sided market (cf.
Dewenter/Rosch 2015, p. 13), namely a consumer and an advertising market (cf.

Sigler 2010, p. 17), as the following figure shows.

Media Industry

Ad-market Reader-market
Classifieds Leaflets

1
Digital Marketplaces as |
digital equivalents* 1

I

1

I

I oo am am am am e em am am o am Em Em

Figure 9: Market of Digital Marketplaces (own illustration)

Furthermore, marketplaces must cope with sequential technological innovations
and withstand arising competition. New providers are enabled to come up with
innovative business models and products because of ever shorter life cycles.
Previously existing market barriers are suspended, e.g. a newspaper publisher
can distribute its product digitally without physical units such as printing houses in

a foreign country (cf. Friedrichsen/Griblbauer/Haric 2015, p. 25).

4. Country Selection for Digital Marketplaces within the

Internationalization Process

A company?o6s internationalization str
strategy. The coordination leads to the basic precondition of success for the
internationalization of a company. The definition of an internationalization strategy
has the following aspects as their subject:
- Market entry and market cultivation strategy: international engagement of
the company
- Target market strategy: Decisions about foreign market presence, foreign
market selection as well as foreign market segmentation (cf. Wirtz 2013, p.
784)
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Within this chapter an attempt is made to demonstrate different approaches of

internationalization.

4.1 Strategic Approaches

4.1.1 Active or Reactive Selection

A proactive market selection is characterized by an active and systematical
selection of a market. The company is actively collecting information or analyzing
the market to detect a potential market. On the contrary, a reactive selection is
characterized by a market selection done randomly and without a systematic
analysis. A reactive selection means that the decisive impulse does not come from
the company itself but from external stakeholders. Companies wait for unsolicited
orders or initiatives taken by others first, e.g. competitors are entering a new
market (cf. Ghauri/Cateora 2014, p. 214) or customers are going abroad and force
their suppliers to go along with them (cf. Neubert 2013, p. 28). They believe that
first movers will have to pave the way and handle initial problems first (cf. Ghauri/
Cateora 2014, p. 214). Thecompani es® moti vations are nao
internationalizing, but at maintaining and securing customer relationships (cf.
Neubert 2013, p. 28). This strategic approach has to be considered critically as a
company has to do its own analysis due to its strategic direction of impact.
Furthermore, it is difficult to grab market shares from existing competition later on
(cf. Ghauri/Cateora 2014, p. 214).

4.1.2 Experience-Based Market Selection

The experience-based market selection approach is basedonacompany 6 s f or mer
experience. The company is seeking for cultural, structural or geographical

proximity or relationships to its home market; otherwise it would not be possible for

the company to transfer its experience and competitive advantage. The expansion

to similar markets is obvious, as it reduces the market entry risk as similar market

structures occur, as well as costs and time needed (cf. Neubert 2013, p. 30f.). By

expanding to new markets step by step, the company is gradually enhancing
competences and experiences in the term of internationalization. This leads to an

increasing readiness to enter more distant markets (cf. Neubert 2011, p. 93). The
experience-based mar ket selection is furthermore
business unit needs a high level of adjustments to customer requirements or

buying patterns. A disadvantage of this selection is that other even more attractive
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countries are disregarded and not identified or analyzed (cf. Neubert 2013, p.
30f.).

4.1.3 Option-Based Market Selection

Following the option-based market selection, a company reacts to unique
opportunities presented to itself by the international markets. These opportunities
can either be similar market developments, synergy or scale effects or the
presence of employees. The advantages of this approach may seem attractive to
companies. Nevertheless, following this approach is risky as it leads to a
subjective and superficial market analysis. As a sole course of action, it is
unsuitable within the internationalization strategy. Therefore, it is recommended
using the appropriateness in terms of supplementing the market-research based
approach. Herewith, the attractiveness of a foreign country is screened before

taking advantage of an unique opportunity (cf. Neubert 2013, p. 29f.).

4.1.4 Market Research-Based Market Selection

The market research-based selection approach is built on a structural and
systematic approach. Formerly defined criteria and their fulfillment decide whether
a country is attractive and consequentially selected or not. This strategy is
embedded in a multi-stage country selection method (cf. Neubert 2013, p. 31).
This approach works as a filter procedure, which is becoming finer and finer within
the progressive course. Less attractive countries are eliminated after the use of a
first filter, whereas more attractive markets undergo a deeper analysis with every
upcoming stage. The more attractive a country is, the deeper the analysis. The
market-research-based approach has the advantage that an objective basis for
decision-making is provided, enhanced by the chances of an experience-based
respectively option-based market selection strategy (cf. Neubert 2011, p. 95 - 97).

A systematic assessment and selection of target countries aims at determining the
relative attractiveness of foreign countries and at identifying markets which
T are suitable to the companyds str a
1 present a high sales volume for the products and services,
1 show a justifiable level of risks for the company,
)l

allow companies to display its competitive advantages and
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1T are editable with the companyos exi
Sternad/Hofferer/Haber 2013, p. 42).
The aim is to detect those countries, whose market cultivation appears promising
to the company by means of an appropriate country selection model and suitable
criteria for this purpose (cf. Schulte-Hillen/Glanz/Althans 2014, p. 480).
In the following, approaches for identifying new target countries are presented.
4.2  Process of Country Selection Model Conception
The development of a country selection model can occur as pictured in the
following:
Preliminary - .
decisions Principles and strategies
concerning a
companies' foreign
commitment and Product/service Grade of Critical factors International 5
development of principles and internationalization| | regarding country tuating f g
country selection strategies and aims selection actuating form o
model 3
3
=z
a2
Construction of a : 2>
country selection Selection steps Model function Ch.°|ce (?f . 2 %
model selection criteria 9=
3 m
83
g
=
Aims of the model: Search strategie: E_
p tsm_’c”t;a' ] Classical transnational Focus of the model: appropriate markets for o
cijr::m:;;:ct?o: country selection vs. Market oriented vs. standardized service vs. =
r:odel country market entrepreneurial oriented attractive markets for
assessment differentiated services
Figure 10: Process Country Selection Model Conception (based on
Zentes/Swoboda/Schramm-Klein 2013, p. 86)
A prerequisite for the development of a suitable country selection model is making
preliminary decisions regarding the foreign commitment and the model
devel opment. The model conception must

international business principles, plans and preliminary decisions. The awareness
of existing product or service principles and strategies, grade of
internationalization and aims, critical company factors of country selection and
appropriate international actuating forms must be considered in advance. The

management plays a decisive role within this process as it is responsible for
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making decisions and correction function (cf. Zentes/Swoboda/Schramm-Klein
2013, p. 86).

In the following, atructural determinants of a country selection model are
represented:

1 Aim of the country selection model, namely either a classical
transnational country selection or a country market valuation is desired.

1 Model focus, either market oriented considerations (company is focused
on customers and competition) or entrepreneurial considerations
(considerations concerning resource availability) are forming the starting
point of the model.

1 Search strategy, in the sense of standardized versus differentiated foreign
commitment. A company is either looking for suitable markets for
standardized services or for especially attractive markets for differentiated
services (cf. Zentes/Swoboda/Schramm-Klein 2013, p. 87f.).

Based on the preliminary consideration
as well as the structural determinants, the subsequent creation of a model requires
to make observations concerning the following available options:

1 Function of the selection model: This includes considerations about what
function the model has to fulfill. Either it is designed for closing a gap within
t he company 6 #oliocso i refers tp a §ingle country and critical
factors are of relevance. Or the model is intended to refer to all countries in
the sense of a global market segmentation where the execution of a deep
evaluation is required.

1 Requirement and necessity of selection steps: Possible options are, on
the one hand, a one-step procedure or even an ad-hoc approach and, on
the other hand, a multi-step procedure including a transnational screening,
a country-specific detailed evaluation and a final market entry decision. This
option is especially applicable if country segmentation is required.

1 Choice of selection criteria: The selection of criteria (concerning
macro/micro environmental criteria, or primary/secondary criteria) and their
ranking is determined by the respective function of the selection model, the
selection steps and aspects such as data and resource availability (cf.
Zentes/Swoboda/Schramm-Klein 2013, p. 86f.).
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4.3  Methods for Country Selection

Country selection methods are intended to select the most promising countries in

whose markets a company wants to expand their business next. In literature, it is

distinguished between one-step methods and multi-stage methods. The figure

below indicates an initial overview (cf. Kutschker/Schmid 2011, p. 963f.):

Country Selection
Methods

One-Step Methods

— Checklist method
— Elimination method
— Scoring method

— Investment method
— Portfolio method

Mostly a three-step
sequential process including
the stages:

— Pre-Selection
— Intermediate Selection
— Final Selection

Individual stages contain
the application of one-step
methods.

Figure 11: Overview Country Selection Methods (based on Kutschker/Schmid 2011, p. 964)

4.3.1 One-Step Methods

The following methods represent one-step approaches for the country selection:

431.1 Checklist Method

The checklist method aims to separate countries which are worth carrying out a

further analysis from those which are not promising at all. This is done by

reviewing the criteria fulfillment in each country. The company decides about a set

of criteria representing minimum conditions, which have to be met for a further

market exposure (cf. Berndt/Fantapié/Sander 2010, p. 134 quoted from Stahr

1993, p. 31). Costly i in terms of time and money i measures of market research

can thereby be limited to a restricted number of relevant countries. The approach

of the checklist method is easy to handle and follows the following sequence:

1 Determination of a relevant non-weighted criteria set representing minimum

or compulsory conditions

1 Assessment of criteria fulfillment within each country
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9 Exclusion of countries for further analysis due to the non-fulfillment of
particular criteria (cf. Berndt/Fantapié/Sander 2010, p. 134)

Checklist method

Easy to handle Subjective choice of criteria

Fast procedure Criteria are not without any overlap
Guarantee in terms of criteria

Cost-effectiveness characteristic in each country
guestioned

The checklist method can only be used for a rough initial screening due to the
lack of a frequent insufficient scope of information on all criteria characteristics
in each country. The method is limited to the verification of countries
concerning fundamental requirements. The checklist method is valuable in
terms of applying it in a pre-selection phase of a multi-stage-model in order to
eliminate alternatives in a quick and easy way.

Table 2: Pros, Cons and Conclusion of Checklist Method (based on Berndt/Fantapié/Sander
2010, p. 134; Hummel 1997, p. 241f.)

4.3.1.2 Elimination Method
Similar to the checklist methods, the elimination method represents another
application possibility, which follows the following sequence:
1 Definition of important micro- and macro-environmental criteria
9 Strict ranking of criteria due to its importance
9 Determination of a critical minimum or maximum level for each criterion,
which must be reached by a country in order to pass on the next level of the
elimination method
1 Gradual examination and elimination of countries. A non-fulfillment of the
first criteria means a withdrawal. Thereafter, the next criteria-examination
follows (cf. Kutschker/Schmid 2011, p. 966).

The method finishes after either all criteria are examined or only one country
remains within the method application (cf. Kutschker/Schmid 2011, p. 966).
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Elimination Method

Easy to handle The non-fulfillment of one criteria
cannot be compensated by the

Fast procedure satisfactory fulfillment of another
criterion, the country is eliminated and

Cost-effectiveness dismissed from further consideration
and analysis

Similar to the checklist method, an elimination method lacks sufficient
information. The non-desired fulfillment of one criteria leads to an elimination
of a country, even if it is possible that it is satisfactory in another criterion.
Applying this method as the only method within a country selection process is
therefore not recommended.

Table 3: Pros, Cons and Conclusion of Elimination Method (based on Kutschker/Schmid
2011, p. 966)

4.3.1.3 Scoring Method
The scoring method belongs to the point-based evaluation methods and is a
further expression of the checklist method as it allows the consideration of various
importance of each criteria. This approach follows the following sequence:
9 Definition of relevant criteria same as in the case of a checklist method,
whereby a maximum of 20 criteria is recommended
1 Subsequent relative weighting of criteria with regard to its importance
1 Valuation of single countries with regard to criteria fulfillment using a
uniform scale for awarding points per country and criterion
1 Overall assessment of a country is done by a weighted total sum. The
countries with the highest rating are supposed to be the most attractive
ones (cf. Berndt/Fantapié/Sander 2010, p. 135; Kiuhnapfel 2014, p. 8)
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Scoring method

Criteria selection and weighting
underlies subjective estimation

Easy to handle

Criteria textual may not be without

Evaluation criteria are disclosed
any overlap

Risk of being wrong is given as final
Structured decision-finding process result is traced back to subjectively
weighting of indicators

The scoring method is appropriate for the broad selection of countries, due to
its systematic and structured process. It works similarly to the benefit analysis.
In contrast to the above-mentioned methods, a better performance in one
criteria can, to a certain degree, make up for lower values in other criteria.

Table 4: Pros, Cons and Conclusion of Scoring Method (based on Berndt/Fantapié/Sander
2010, p. 135; Kutschker/Schmid 2011, p. 966; Hummel 1997, p. 258f.; Keegan/Schlegelmilch
2001, p. 268)

4314 Investment Method

Within the investment method, the advantages and disadvantages related to an
expansion of an individual country are transferred into cash flows. Common
hereby is the calculation of the net presence value. Predicted payment flows are
discounted to a certain time. The calculated net presence value that determines
the decision-making concerning the appropriate investment type can be finally
pooled to a result matrix (cf. Buter 2010, p. 77).
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Investment method

Data used for the calculation is based
on estimations

The result relies on the occurrence of
different environmental circumstances
and can therefore vary

High need of information provision
and high demands on method-
performing unit

Decision-making based on the investment method is considered decision-
making under uncertainty as used data is based on estimations. Furthermore,
the comparison of transnational market data shows difficulties and leads to a
comprehensive information provision. Therefore, investment methods are
estimated as appropriate on higher selection stages (e.g. detailed selection
phase within multi-stage-model).

Table 5: Pros, Cons and Conclusion of Investment Method (based on Buter 2010, p. 76 - 78)

4.3.1.5 Portfolio Method

The portfolio method in the context of country selection aims at determining an
optimal bunch of countries and distinguishing them from a variety of unsuitable
countries based on a two or more-dimensional presentation, depending on its
portfolio scheme (cf. Kutschker/Schmid 2011, p. 968). The method attempts to
systemize countries and categorize them as being either a core market, promising
market, peripheral market or abstinence markets. Building on that, strategic
principles are derived (cf. Buter 2010, p. 77). A further possibility of classification
adheres to the following rule: countries on the diagonal shall be again examined
according to additional criteria before making a decision, countries above are
estimated as potential foreign countries and countries beneath are estimated as

not suitable for a market entry (cf. Berndt/Fantapié/Sander 2010, p. 137).
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It can be distinguished between several approaches:

1 Country portfolios with external consideration

Hereby, criteria beyond the company are considerated. Ideally, categories
such as market attractiveness and market risks are examined by various
subcategories. Each subcategory is weighted by a point-value-method, so
that the results are total values for market attractiveness and market risks.
The confrontation and visualization within the portfolio allows a further
visualization of information (e.g. the size of the cycle can be a hint of a
countryo6s gr o sf.Kutsclker/Sgnhmic2D1d cpt 96f.). ( ¢
Country portfolios with external and internal consideration

By using this method, a dimension related primarily to the company-
external situation (e.g. country attractiveness) as well as a dimension
primarily related to the company-internal situation (e.g. relative competitive
advantage) is choosen (cf. Kutschker/Schmid 2011, p. 969f.).

Country portfolios for a three-dimensional consideration

Portfolios also allow a three-dimensional point of view. In this case, two
external dimensions (e.g. country attractiveness, country risk) and an
internal dimension (e.g. relative competitive advantage) are combined (cf.
Kutschker/Schmid 2011, p. 971).

Portfolio method

Clear presentation due to the
visualization

Unlimited possibilities for the
development of country matrices

Easy to handle

Criteria selection and weighting
underlies subjective estimation
Criteria textual may not be without
any overlap

Risk of being wrong is given as final
result is traced back to subjectively
weighting of indicators

In a strict sense, portfolio methods do not represent an approach for the
country selection itself, but visualizations based on a method that has been

realized before.

Table 6: Pros, Cons and Conclusion of Portfolio Method (based on Kutschker/Schmid 2011,
p. 968-971; Biiter 2010, p. 77)
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In summary, the one-stage methods bring both advantages and disadvantages
with them. Even though the methods seem to be easy to handle, they hold
significant risk concerning selection, ranking and weighting of criteria. Therefore, it
is important that the criteria selection approach adheres to some rules such as
requirements or weighting approaches as stated in chapter 5. Based on this, it can
be concluded that one method on its own is insufficient for selecting the most
appropriate foreign country. Hence, an application of individual methods within a
multi-stage-approach seems to be very appealing, as the cooperation of several

methods provides reliability.

4.3.2 Multi-Stage Methods

Multi-stage methods are the method of choice for companies that seek new
foreign markets. Within the literature, various variants with different selection
stages can be found. The majority of models propose a three-stage method, but
also two- or four-stage methods are mentioned. Independently of whether a two,
three or four-stage approach is used, they all follow the same fundamental logic.
The filtering process reduces all relevant countries with every further stage to find
out which countries still remain at the end of the process due to the fulfillment of
particular requirements and are suitable for a market entry. Those approaches aim
to emphasize the actual market selection and not the development of market
segments. The task of multi-stage methods is to systematically track down the
most promising foreign countries (cf. Backhaus/Biischken/Voeth 2003, p. 150;
Keegan/Schlegelmilch 2001, p. 266).

In the following a basic suggestion for a multi-stage-method with three stages
according to Kohler/Huttemann and Kulhavy is described, followed by a four-
stage-method according to Apfelthaler.

The pictured three-stage-method according to Koéhler/Huttemann and Kulhavy
distinguishes between a pre-selection-stage, an intermediate-selection-stage and
a final-selection-stage. In doing so, the selection process begins with considering
more general and easily available information, and moves on to analyzing an
increasing level of information and gradually removing unsuitable countries (cf.
Schneider/Muller 1989, p. 17f.).
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4.3.2.1 Stage: Pre-Selection
Within the pre-selection the total number of potential countries is restricted in the
sense of a non-fulfillment of one or several basic considerations. If those selected
basic considerations are not met, the country is dismissed. The presence or
absence causes a count (cfySckneidenMiledlbss,tp.el8
i 20). Restrictions can differ in nature:
71 ideological considerations: a Christian publishing house will not enter an
Islamic country
1 political or factual considerations: a manufacturer of skis will not enter a
country without skiing areas
1 strategic considerations: a company is active on specific regions, whereof

certain countries are excluded ab intio (cf. Schneider/Muller 1989, p. 22f.).

The level of information needed at this stage is kept low in comparison to the
following stages, which is increasing by the continuous dismissal of countries (cf.
Schneider/Muller 1989, p. 12f.). It is important to use indicators within the
restriction analysis which trigger an adverse isolated selection. It is useful to apply
the checklist method within this stage, as it provides a structured and clear listing
of important influencing restriction factors. An extension of the checklist method
would be the differentiation of must-have, should-have and nice-to-have factors

with defined underlying minimum expressions (cf. Schneider/Mdller 1989, p. 20f.).

As the number of eligible countries after the application of the first stage is
reduced to a lower number, the remaining countries are within the upcoming
intermediate selection subject to a further extended rough analysis (cf.
Schneider/Miller 1989, p. 23).

4.3.2.2 Stage: Intermediate Selection

Within the intermediate-selection-stage, the restricted number of countries has to
be reduced further on. A particular focus is placed on considerations concerning
market attractiveness and risks, which can lead to a further elimination if
expectations are not met. The combined use of one-step-methods such as the
checklist method, elimination method, scoring method, investment method or

portfolio method is recommended in this stage. Concerning data provision, it is
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common for companies to make use of purchased country rankings (cf.
Kutschker/Schmid 2011, p. 973).

4.3.2.3 Stage: Final Selection

Within the final selection stage, a more precise consideration is emphasized. The
analysis of those remaining and favorable countries is intensified, e.g. by
consulting additional information from a primary research. Often, methods such as
checklist-methods, scoring-methods or portfolio-methods are used again, but in a
more precise way. Especially in this stage, countries are assessed according to
market entry barriers. Many countries seem attractive, but barriers are too high as
to allow entering a market (cf. Kutschker/Schmid 2011, p. 973).

According to Apfelthaler, a typical systematic market selection approach is
designed by four stages. A design as the following is proposed:

1 Stage 1: Rough selection
Within this selection stage, countries are dismissed due to not meeting
certain criteria, which is comparable to the pre-selection stage which is
mentioned above. This is done by using easy and cost-effective available
indicators using either the elimination method or a combination of the
elimination method and scoring method.

1 Stage 2: Meso selection
The resulting countries of the previous stage are further refined by the
application of potential and risk indicators. The set of indicators is adapted
to the result of an internal potential analysis of the company. The further
narrowing leads to the result of potential markets.

1 Stage 3: Fine selection
Within this stage, countries are dismissed due to the application of branch-
or product-specific indicators. The result of this refined selection stage is a
number of countries available for the final selection by the company.

1 Stage 4: Final screening
The countries available for market selection are within this final stage
subject to a final analysis on the basis of subjective company-specific
indicators. The final result is the listing of target markets (cf.
Fuchs/Apfelthaler 2009, p. 309 - 311).
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Multi-stage methods

Multi-stage methods offer the
advantage of a structured decision-
making process

Feedback effects to other country
markets are not captured

Made decisions can be justified due Approach is characterized by an
to a transparently displayed process | immanent subjective judgement

Lower claim on needed information at
the first few stages (no specific
primary information needed)

Result is dependentonanal y st 0 ¢
estimation

Risk of elimination of countries
because of the non-fulfillment of one
criteria from further analysis, even
though a country cultivation
considered across all other criteria
jointly could have been
advantageous.

Table 7: Pros and Cons of Multi-Stage-Methods (based on Schneider/Miiller 1989, p. 18;
Kutschker/Schmid 2011, p. 973; Backhaus/Voeth/Bluschken 2003, p. 151)

5. Country Selection Criteria Appropriate to Digital

Marketplaces

The procurement and the processing of information on target markets forms the
basis of every country selection process. In order to perform a target country
analysis, it is required to define suitable specific selection criteria, that allow an
assessment of the individual country or individual sub-markets. The usage of
defined country selection criteria within the country selection process avoids
intermingling subjective points of view with objective data material (cf. Neubert
2011, p. 34).

Those selection criteria have to be defined by individual companies in a situation-
specific manner, as the following factors influence the company-specific criteria
formulation:
1 Industry and type of product: Country selection criteria always have to be
defined considering the particular industry the company is active in and the

individual type of product.
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1 Company-specific factors: The defined country selection criteria have to

represent and take into account a
For smaller enterprises with fewer resources, an expansion to closer
located countries would be appreciable. A criterion in this context could be
for example the geographical distance to the home market.

Orientation system: The country selection criteria definition is also
determined by a ¢ o mpnaappyoach. For mstanceaifl a
company is ethnocentrically orientated, a criterion like similarity to the home
market is consulted, whereas a geocentric orientation considers criteria
such as the possibility for standardization.

Form of market entry: The selection of foreign countries is associated with
the preferred form of market entry. So does the pursuit of an expansion
strategy require the presence of distribution channels in the foreign country
as well (cf. Berndt/Fantapié/Sander 2010, p. 125f. quoted from Stahr 1993,
p. 43; Schuh/Trefzger 1991 p. 124; Stegmiller 1995, p. 372).

According to Keegan/Schlegelmilch, answering basic questions, named as the

ni

ne W©6s and attributed t o the four

influencesacompanyds criteria formulati on:

T

5.1

Product: What need respectively function does the product serve? What
problem does the product solve? Who buys the product? Who does not buy
the product?

Price: What price is payed for such products?

Place: Where is the product purchased?

Promotion: What are customers currently buying to satisfy needs and to

compa
orien
Po6s,

solve problems for which the companyds

product purchased? When is the product purchased (cf. Keegan/Green
2011, p. 255)7?

Requirements for Criteria

The used requirements within a country selection model have to fulfill

requirements, which decide if a criterion is adequate or not, namely:

i Relevance:

Criteria are often chosen because of their fast and cheap availability,

though they donothaveadire ct | mpact on a companyads
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branch or products. It is therefore necessary to define criteria which really
state out the attractiveness or risks of a country for the respective product
or branch.

Completeness:

The selected set of criteria has to completely cover the present problem
definition. Criteria relevant for achieving the purpose must not be omitted.
Selectivity:

Criteria within a systematic country selection have to reduce a large number
of target destinations in a short time. If they do not do so, the number of
required criteria is increasing, which leads to a complex and expensive
selection process.

Measurability:

Criteria must be measurable in order to ensure an objective assessment. In
some cases, deputy-indicators can help, e.g. Internet penetration or sales
of new technologies in order to check willingness for innovation.
Furthermore, beside the measurability in terms of data assessment, the
participants in the procedure themselves must be able to measure criteria.
Therefore, it is appropriate to ensure selecting qualified participants.
Availability:

Data which should represent the base for an international country selection
have to be available in the same form for as many countries as possible.
Even though the Internet offers a variety of data, for many countries or
branches data sampling is hard to get. Data has to be accessible for the
particular company.

Reproducibility:

In terms of access in a later stage of the country cultivation, selected
countries and target groups have to be workable later on. Therefore, if the
valuation of a criterion is not reproducible later on, the criterion is not useful
due to its instability (cf. Albaum/Duerr 2008, p. 199; Kuhnapfel 2014, p. 8f.).

Within literature, country selection criteria are basically categorized in three main

groups, i.e. country attractiveness, market barriers and country specific risks.

Within the following chapters, the main assessment criteria are pointed out. Beside

the generally applicable country selection criteria, a specific focus is placed on

criteria according to the business of digital marketplaces. Those criteria

43



characteristics can be derived from an analysis of the framework conditions of

digital marketplaces.

5.2 Types of Criteria

5.2.1 Country Attractiveness

Country attractiveness indicates feasible revenue opportunities within particular

countries. Those can be divided into criteria describing industry-specific market

I ndi

cator s,

competitive

conditions

and

following figure represents those factors influencing the economic outcome (cf.
Berndt/Fantopié/Sander 2010, p. 125; Neubert 2011, p. 127f.).

Country Attractiveness

Industry specific

market indicators

Competitive
conditions

— Market volume

— Market growth

— Market access

— Market potential

— Customer structure

— Market position of
competitors

— Origin and structure

— Environmental
relations

— Performance strategy
and capacities

— Distribution policy

— Communication
policy

— Price policy

Company‘s own

competitive situation

— Market suitability of
range of services

— Entrepreneurial
potential

— Availability of
resources

— Relative competitive
advantages

— Protection of know-
how

Figure 12: Indicators for Country Attractiveness (based on Neubert 2011, p. 127)

Market Indicators

The analysis of branch specific market indicators serves the purpose to assess

5.2.1.1
profit and
purpose to

gr o
ndi

wt h

cate an

perspectives
e ¢ (of NNeubert®@11, p.€.31p |

of

Typical market indicators mentioned in literature are the following:

a
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Market indicators

- Total amount of saleable products (in terms of
Market volume volume and value) within a certain time period
in a particular country

- Estimated maximum total sales revenue of all
Market potential suppliers of a product in a market within a
certain time period

- Increase in market volume within a certain time

Market growth period

- Supply of raw materials, energy, components
and semi-finished goods
- Avalilability of workforce

Resources and
Capabilities

- Customers in the sense of amount, demand,

Customer structure
purchase power and settlement

Price range - Achievable prices within the particular country

- Possible complications such as protectionist
Market access measures, national norms or market
exploitation costs

Table 8: Market Indicators (based on Berndt/Fantopié/Sander 2010, p. 125; Neubert 2011, p.
132)

According to literature, the assumption is made that within the EU, the economic
aspects market size/potential and development are, overall, the most relevant
macro-characteristics to be considered by foreign entrants as they vary notably
across countries (cf. Gaston-Breton/Martin 2011, p. 271,
Sakarya/Eckman/Hyllegard 2007, p. 215).

5.2.1.2 Competitive Conditions

The competitive conditions within a foreign market are a fundamental indicator by
giving information concerning a firmds pos
Subject to this analytical level are the competitors in the potential markets. An

analysis of the following points are appropriate: number of competitors,

positioning, business models, price policy, product policy and sales-political

measures. In particular, knowing and understanding the business models of the
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resident companies provide information concerning a prognosis of resources

needed for a market cultivation (cf. Neubert 2011, p.133).

Determination of
competition

Structures of
competitors

Environmental
relations

Resources and
Capabilities

Competitive conditions

Description

Direct or substitutional competition
Origin

Shareholder

Company Structure

Success (revenue, profit, market share)
Portfolio
Industry

Cartels

Lobbyism

Alliances and cooperation
Associations

Supply of raw materials, energy, components
and semi-finished goods
Avalilability of workforce

Cost structure

Performance strategy
and capacities

Distribution policy

Communication
policy

Price policy

Locations with respect to resource availability
Cost situation
Performance creation

Type and extent of range of services
Demand orientation
Differentiation of range of services

Distribution channels
Success rates
Customer service

Communicational measures (television, radio,
public relations, direct marketing,
advertisements)

Corporate image

Price structures

Table 9: Competitive Conditions (based on Neubert 2011, p. 134f.)
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5213 The Companyo6s Own Competitive Situation
The analysis of the previously illustrated industry-specific market potential is
connected to a companyd0s own competitive s
foreign market. The following factors can be taken into consideration when
comparing a company t o .tOtherwiseyam évaluatios of c o mp et

oneds own mar ket opportunit ROdlsp.t3nnot be gi

Companyds own competitive

- Accordance of offered range of services to

Market suitability of customer expectations (price, quality)
range of services

- Coverage of customer demand by competitors

- Level of novelty of product

- Competitiveness in particular countries

Entrepreneurial - Strategy

potential - Experience with Internationalization

- Market knowledge

Availability of - Availability of financial, material and human
resources resources

Relative competitive - Competitive pressure and strength
advantages

- Maintenance of current competitive advantages

Tablel10: Company6s Own Competiti veubgi20Llap i39)n ( based o

5.2.2 Country Risks

Country risks threaten foreign business activities due to either undesirable
economic, political, legal, socio-cultural or natural developments within the foreign
country, which can be pronounced differently from country to country (cf.
Berndt/Fantopié/Sander 2010, p. 127).

522.1 Political Risks

Political risks stem from the danger that not foreseeable changes of political

structures or in legal practices occur. These include:

1 Expropriation risk: risk arises from the possibility of partly or fully

expropriation of the company, e.g. nationalization
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1 Transfer risk: a country is not able or willing to fulfill its payment
obligations such as interests or repayments

1 Disposition risk: limitation of entrepreneurial activities due to
governmental restrictions or public disorders

1 Substitution risk: a country is forced to replace previous imports by local
productions

1 Fiscal risk: arises through fiscal or monetary policy of the respective
foreign country (cf. Berndt/Altopelli/Sander 2010, p. 127)

5.2.2.2 Legal Risks

Legal risks bear the danger that business-relevant laws are treated in a
fundamentally different way within the foreign country as they are treated on the
domestic market or other markets. Another risk is that laws may change over time,
for instance after an eventual change of government (cf. Fuchs/Apfelthaler 2009,
p. 303).

5.2.2.3 Economic Risks
Economic risks result from non-foreseeable changes of economic variables.
Among the risks to consider are:
- Payment risk: foreign partner is affected by insolvency
- Currency risk: loss of profit caused by exchange rate fluctuations
- Transport risk: danger of delay in delivery, damage or loss (cf.
Berndt/Fantopié/Sander 2010, p. 128)

5.2.24 Socio-Cultural Risks
Cultural differences affect the entrepreneurial activity on many levels, whereby the
influence is not obvious. The unawareness of cultural differences or incorrect
estimation bears the risk of entailing disruptive consequences on the business.
Culture becomes a risk factor if:
- uncertainty persists, because of the non-predictability of courses of action,
attitude and beliefs
- misunderstandings occur, based on cultural differences (cf. Kiihimann/Haas
2009, p. 61f.)
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5.2.25 Natural Risks
Natural risks determine contingencies on humans driven by nature (cf.
Kihlmann/Haas 2009, p. 32). Possible natural risks can include:

- Natural disasters

- Social risks (e.g. infidelity, negligence, sabotage)

- Technical risks (e.g. faults)

- Personal risks (e.g. accident, death) (cf. Fuchs/Apfelthaler 2009, p. 303)

5.2.2.6 Risk Assessment Tools

Accor di ng t o t heory, various concepts f o
suggested. The country risk assessment refers to numerous rating systems and

methods for measuring foreign market risks. Those are divided into quantitative

and qualitative approaches as the following systematization shows (cf.
Backhaus/Voeth 2010, p. 78; Papadopoulos/Martin 2011, p. 137):

- Country Reports (WTO)

- Political Risk Letter (PRL)
- AGEFI-Country Index

- Debt Ratio
- Debt Service Ratio
- Net Financing Needs

Statistical

indicators
objective - Import Coverage
(cardinal) - Euromoney Index
('\a/lc%crzg;ni c - Two-Gap-Model Worldbank
el s - US-EXI-Bank-Model
- Standard & Pool
Country ratings - Moodyds
- Fitch
One- - Instititutional Investor Country
subjective dimensional Rating
(ordinal-  scoring models - ESI
/interval
scaled) - BERI Information System
. - Hermes Risk Classes
Multi- - BI-Country Rati
dimensional y Ratings
scoring models ) FORELEND _
- International Country Risk
Guide

Table 11: Systematization Assessment Approach of Country Risks (based on
Backhaus/Voeth 2010, p. 78)
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Qualitative concepts: The measure pictures risk components relevant to the
interested party. It summarizes them in the form of an overall recommendation
without using a previous given criteria catalogue (cf. Berndt/Fantopié/Sander
2010, p. 128). Compared to the quantitative approach, it is not based on a
numerical rating. Instead, it uses a holistic picture of a current situation within a
respective country (cf. Zentes/Swoboda/Schramm-Klein 2013, p. 157). This
approach includes:
1 Checklists: the existence of individual risk factors is determined
1 Risk-Profiles: additional to the risk factor determination an assessment
regarding the risk intensity is given
Expertsd Assessments

Scenarios (cf. Berndt/Fantopié/Sander 2010, p. 128)

Quantitative concepts: This approach is based partly or fully on statistical
indicators or is using scoring models. Quantitative concepts are divided into
objective and subjective assessment approaches:

1 Objective assessment: it is recommended considering each particular
statistical indicator on its own, but not for the country risk evaluation. It is
intended to give information about:

o Statistic indicators: Debt ratio, debt service ratio, net financing
needs, or import coverage

o Macro-economic models indicating the debt situation of the national
economy (One-gap and two-gap models)

1 Subjective assessment: The subjective consideration is essential for the
country risk assessment. It is distinguished between country ratings, one-
dimensional-models (risk assessment based on one criteria) or multi-
dimensional-scoring models (risk is divided into subcomponents).

o Country ratings: relative creditworthiness of a country is evaluated
and expresses the ability or willingness to pay, i.e. the default risk

o0 One-/multi-dimensional scoring models: Those models focus on
criteria such as political (in)stability, investment risk, investment
climate and firm-/industry-specific country risks (cf. Backhaus/Voeth
2010, p. 7971 80).
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All those methods are mainly based on the acquisition and forecast of economic
indicators. The reliability of the used data material and data sources is significant
for the validity of the results (cf. Berndt/Fantopié/Sander 2010, p. 130).

From a business perspective, it is recommended to execute a multi-dimensional
scoring approach for risk assessment for the following reasons:
- Systematic and intersubjective assessment process
- Current evaluation of country risks is guaranteed due to provision at short
time intervals
- Weighting and aggregation rules for risk assessment are comprehensible
- Uniform country evaluation
- Intertemporal and interstate comparability
- Detailed information according to risk determinants
- Risk assessment i s C ust o muidnah belkeds (cft
Backhaus/Voeth 2010, p. 80)

According to theory, one of the most known concepts is the Business Environment
Risk Index (BERI). BERI has been executed since 1970 at the Business
Environment Risk Information Institute based in Genf, Switzerland. BERI is
created three times a year, comprising 45 countries and 5 regions and containing
forecasts for one year and for five years. It is only available for purchase (cf.
Kutschker/Schmid 2010, p. 957f.). Beside the risk assessment, the two-stage-
scoring-model gives recommendations for an appropriate market entry strategy
(cf. Berndt/Fantopié/Sander 2010, p. 130). The index consists of three sub-indices:

- Operations Risk Index (ORI): assesses the business climate by applying

criteria such as:

o Political stability, behavior towards foreign investors and their profits,
nationalization tendencies, inflation rate, balance of payment,
bureaucratic obstacles, economic growth, etc.

- Political Risk Index (PRI): tests the political stability by applying criteria,
for example:

o Fractionalization of the political spectrum, power of individual groups,
fractionalization through language, religions, tribes, mentality social

conflicts
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- Repayment Factor (R-Factor): illustrates the transfer risk by applying
certain criteria, among them:
o Official regulations, balance of payment, currency reserves, external
debts (cf. Kutschker/Schmid 2010, p. 958 - 960)

Those three indices are summarized ultimately to the overall index called Profit

Opportunity Recommendation Index (POR-Index). It has to be mentioned that this

famous concept is criticized because of its non-sector/company-specific country

ratings, which is why it should just provide an initial orientation (cf.
Kutschker/Schmid 2010, p. 960).

5.2.3 Country Barriers

When a company intends to enter a new foreign market, it has to overcome certain
country barriers. Those demonstrate the conditions which have to be fulfilled in
order to enable the market entry as well as a subsequent appropriate market
cultivation (cf. Berndt/Fantopié/Sander 2010, p. 126). Country barriers can have
various causes. One way they can be categorized is into structural entrance
barriers, as they may be owed to the structure of a market or to product
characteristics. Another category of barriers are institutional entrance barriers,
which may be imposed by the state or regulatory authorities. Lastly, barriers can
also fall into the category of behavioral entrance barriers, as they are attributable

to the behavior of market participants (cf. Kiefer/Steininger 2014, p. 95).

5.2.3.1 Structural Entrance Barriers
Structural entrance barriers result from the advantages already established
providers have gained compared to new entrants (cf. Kiefer/Steininger 2014, p.
95). They are resulting from product characteristics and media production
processes (cf. Wirtz 2012, p. 54). Structural entrance barriers include:
1 Economies of scale
Competitiveness in terms of costs requires the new provider to build up
similar sizes of operations like the established provider already has. As the
demand initially remains under the production volume, the provider has to
deal with this cost disadvantage in terms of more expensive production
costs (cf. Kiefer/Steininger 2014, p. 95).
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1 Economies of networks
Network effects in case of media products occur if the number of
consumers in real or virtual networks increases and has effects on the
value of products. If the value of a network increases with the number of its
users, then direct network effects occur. A larger number of users leads to
an enhanced offering of complementary products, and thereby indirectly to
an increased value of the basic product, then an indirect network effect
occurs (cf. Wirtz 2013, p. 51f.)
Particularly in the area of the Internet, this effect leads to a development
where an increasing number of consumers gain positive effects from
i ncreased medi a of ferings. Strategic d
management can contribute to the establishment of market entry barriers
for new providers (cf. Wirtz 2013, p. 52). Companies have to overcome the
critical mass, so that the product can establish itself on the market (cf.
Dewenter/Rdsch 2015, p. 33).

1 Absolute cost advantages
Those advantages, held by already established providers, result from
comprehensive know-how, pronounced market knowledge and more
complex information and distribution systems (cf. Kiefer/Steininger 2014, p.
96).

5.2.3.2 Institutional Entrance Barriers
Institutional entrance barriers originate from government regulations or
administrative measures. Those barriers can be broken down into tariff- and non-
tariff-barriers (cf. Wirtz 2013, p. 53f.). Institutional entrance barriers serve the
purpose to protect the domestic economy as a whole or particular economic
sectors. Typical institutional barriers are the following:
1 Tariff barriers
o Customs
1 Non-tariff barriers
o Embargoes on imports
Allocations
Subventions
Local-Content-Provisions
Norms (cf. Backhaus/Voeth 2010, p. 74f.)

O O O o
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Especially affected by institutional entrance barriers are the media branches TV
and radio (cf. Wirtz 2013, p. 53).
1 The government-regulated procurement of broadcasting licenses is an
institutional entrance barrier (cf. Wirtz 2005, p. 54).
1 Another example is the levy of public broadcasting fees as those result in
considerable funding advantages for public broadcasters compared to
private broadcasters (cf. Wirtz 2005, p. 54).

5.2.3.3 Behavioral Entrance Barriers

Compared to the institutional entrance barriers, the behavioral entrance barriers
depend on general practices on the market. They can arise either on the company
side or on the market side (cf. Kutschker/Schmid 2011, 962), and are listed in the

following:

Market-related behavioral barriers:

71 Distinct consumption patriotism on the part of the demanders (cf.
Berndt/Fantopié/Sander 2010, p. 127)

1 Market participants complicate or either prevent the market entrance by
strategical measures, e.g. a product differentiation strategy is launched to
cause the exhaustion of the market potential in order to lower the sales
potential of new entrants (cf. Wirtz 2013, p. 54)

1 Access to distribution systems

1 Cultural differences
Language problems (cf. Kutschker/Schmid 2011, p. 962)

Company-related behavioral barriers:
1 Inadequacies on information leads to misperceptions of foreign countries
(cf. Kutschker/Schmid 2011, p. 962)
The overcoming of existing country barriers by using resources, capabilities and
competences is essential and depends on the respective company. Those barriers
always have to be aligned to company-individual potentials to assess the

possibilities to overcome barriers (cf. Kutschker/Schmid 2011, p. 962).
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With regard to the above-mentioned applicable selection criteria, the most relevant
criteria for digital marketplaces have to be worked out. An attempt has to be made
to assess central aspects regarding country attractiveness, risks and barriers

relevant for this branch.

5.3 Micro- and Macro Environmental Factors of Digital

Marketplaces
As literature particularly referring to digital marketplaces in the sense of country
selection criteria is non-existent, micro- and macro-environmntal factors are

established in order to derive components f

The environmental scanning is a key part to understand the surrounding in which a

firm operates in. The collection and review of information about a fir
environment is decisive within the country selection process (cf. Chaffey et al.
2009, p. 42).

The literature points toward two needs for data for developing indicators. Firstly,

macro environmental data is needed, providing knowledge about properties and

the state of the market. Secondly, micro environmental data is essential for giving

details about forces on an organization generated by its stakeholders as well as its

internal capabilities and limitations (cf. UK Essays 2015). As a third point, the
scanning of the characteristics of a firmbs
Glowik/Smyczek 2011, p. 66).

Macro-Environment
For the analysis of the macro environment, a well-known framework can be used,
the so-called PEST-analysis. At the macro-level, the following indicators may
embrace the state of the market considering:

1 Political, legal and ethical factors

9 Economic factors

1 Socio-cultural factors

1

Technological factors (cf. Roemer 2014, p. 32)

Political, legal and ethical factors
These factors have an especially great influence on the foreign business activities

of a firm. It is important to keep in mind that those can change rapidly. To analyze
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foreign markets on this level, the following factors can be taken into consideration

(cf. Roemer 2014, p. 32):

Political conflicts such as wars/civil
wars

Displacements in party politics set-up
Political interventions

Tax constraints

Market regulation

Subsidies

Citizends initiati
Government incentives

Online advertising law

Forms of government or change in
government

Role of military in politics
Free-trade ares
Embargos

Corruption

Legislative initiatives
Ecological initiatives
Internet governance

Data protection and privacy law

Table 12: PEST - Political, Legal and Ethical Factors (based on Roemer 2014, p. 32;
Chaffey/Ellis-Chadwick 2016, p. 145 - 147)

Economic factors

By analysing the economic factors, an insight into economic framework conditions

of a particular foreign market can be gained. Indicating the market volume as well

as the market potential is therefore decisive. The following factors can be taken

into consideration (cf. Roemer 2014, p. 33):

Growth of gross domestic product
(absolut and per capita)

Employment/unemployment rate
Purchasing power

Growth of specific industries
Average per capita income available

Population

Gross national product

Development of exchange rate
Inflation rate

Trend of interest rates
Distribution of income

Import

Table 13: PEST - Economic Factors (based on Roemer 2014, p. 33; Schulte-
Hillen/Ganz/Althans 2014, p. 481; Gaston-Breton/Martin 2011, p. 275)
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Socio-cultural factors

Sociocul tural factors refl ectandadichtetherisegaf mar k e
beliefs, customs and behaviors. These influences are less obvious than other
factors. To develop a comprehensive unders
and cultural factors, the following aspects shall be subject to consideration. An

insufficient consideration of socio-cultural factors could complicate business

abroad, especially in the media industry (cf. Johansson 2006, p. 104f.; Hollensen
2016, p. 252):

Social class groupings Social stratification of the society
Habits, customs, traditions Level of education

Language Religious affiliation

Birthrate Growth of population

Distribution of population within the Development of average household
country size

Internet culture

Table 14: PEST - Socio-Cultural Factors (based on Johansson 2006, p. 104; Roemer 2014, p.
33; Chaffey/Ellis-Chadwick 2016, p. 164f.)

Technological factors

On the final level of a PEST-Analysis, technological factors are examined. This
level gives information about the technological development and status quo of a
foreign market (cf. Fuchs/Apfelthaler 2009, p. 304). The existence and availability
of the following factors allow making estimations concerning the requirements for
the use and consumption of products and services as well as for their possible
distribution (cf. Chaffey/Ellis-Chadwick 2016, p. 123):
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Basic technologies Cross-industry technology transfer
Selecting new technologies Substitutional technologies
Coping with technological change Lifecycle phases of products

Infrastructure (e.g. Internet network

coverage) Digital security

Technology convergence

Table 15: PEST - Technological Factors (based on Roemer 2014, p. 34; Chaffey/Ellis-
Chadwick 2016, p. 130 - 135)

Micro-Environment

By analyzing the micro-environment, the particular market is defined in which a
firm wants to launch its product. In contrast to the macro environment, the firm can
considerably influence and define its micro-environment. Especially for digital
business, the most significant influences are those derived from the micro-
environment (cf. Chaffey/Ellis-Chadwick 2016, p. 59 - 60).

By applying Mi chael Porterds strategic an
namely the Five-Forces-Anal ysi s, the firmés industry ¢
Within this model, five sources of competitive pressure on the firm are identified in
a given industry: Rivalry, new entrants, substitutes, buyer power and supplier
power. The market activities are mainly determined by the following key parties:
buyers, competitors and suppliers (cf. Johansson 2006, p. 48; Hofbauer et al.
2009, p. 85). Significant influences are represented in the following table,
concluding further information, methods and data sources. It can also indicate

additional criteria to assess foreign markets:

58



Buyers

Competitors

Suppliers

Marketplace

Advertising
market

Indicators

Consumer trends

Levels of use of digital
platforms

Buyer behavior

Target groups
Customer sdé nece
Service expectations
Mindset and behavior
patterns

Price and quality
consciousness

Access levels to the Internet

Amount and size of
competitors

Competitive structure
Objectives, strategies and
available resource
Relationships with suppliers
and intermediaries

Bargaining power

Price development
Availability and quality of
materials and intermediates
Susceptibility towards
procurement

Level of technology adoption
Value chain

New channel structures
Location of trading
Commercial arrangements
for transactions

New business and revenue
models

Data of ad business:
0 Ad spendings
0 Allocation among
advertising medium

Methods and Data

Sources

Statistics

Market and trend
research

Selling and
procurement
market analysis
Customer analysis
Industry structure
analysis
Competitor analysis
Forecasting
methods

Scenario technique
Strategic
foresight/monitoring

Table 16: Micro-Environmental Factors (based on Hofbauer et al. 2009, p. 85; Chaffey/Ellis-

Chadwick, p. 68; Schulte-Hillen/Ganz/Althans p. 483)
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5.4 Summary of Criteria

Due to to the wide variety of criteria which can be considered when selecting a
new foreign market, the aim of this chapter is to provide a summary of gathered
criteria. Based on this summary, an attempt for pre-defining country selection

criteria is made.

The criteria that are listed in the previous chapters and are considered relevant for
digital marketplaces are here summarized and categorized according to the three

main dimensions country attractiveness, country risk and country barriers.

Country Country Country

HIsiling) e el Attractiveness Risk Barriers

Country Attractiveness

(1) Industry specific market indicators

Market volume X
Market potential
Market growth
Market access

X X X X

Customer structure

(2) Competitive conditions

Market position of
competitors

Origin and structure X
Environmental relations X

Performance and strategy
capacities

B)Companybés own competitive situati

Market suitability of product X

Relative competitive know-
how

Country Risks

(1) Political risks

Dispsition risk in terms of
government restrictions

(2) Legal risks

Change of government X
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(3) Economic risks

Currency risk

(4) Socio-cultural risks

Cultural differences

(5) Natural risks

Natural disasters

Country Barriers

(1) Institutional entrance barriers

Regulations in terms of
preventing trade

(2) Behavioral entrance barrie

rs

Consumption patriotism by
demanders

Market participants prevent
market entrance

Macro-Environmental factors

(1) Political, legal and ethical factors

Political conflicts
Security, unrest
Market regulation
Internet governance
(2) Economic factors

X X X X

Growth of domestic product

Employment/unemployment
rate

Purchpase power
Industry growth
Population / growth

(3) Socio-cultural factors

Habits, customs, traditions
Language usage

Distribution of population
within country

Internet culture

(4) Technological factors

Basic and new technologies

Coping with technological
change
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Infrastructure X X
Substitutional technologies X X
Micro-Environmental factors
Buyer behavior/consumer
X X
trends
Citizensd6 acce
X
Internet
Competitive structure «
(amount, size)
Location of trading in terms of «
marketplaces
Competitive business and «
revenue models
Data of adbusiness in terms
of ad-spendings, and x
allocation among advertising
medium

Table 17: Summarized Criteria Relevant for Digital Marketplaces (own presentation)

5.5 Data Sources

The information required to evaluate the defined criteria can be derived from
different sources. Basically, there are two options. Either secondary sources are
used or a primary research is conducted, which is required in the case that no use
can be made of secondary data (cf. Sternad/Hofferer/Haber 2013, p. 56 - 59).

According to Sternad, recommended sources of information within the

international context are the following:

62



Corruption Perception Index:
Assessment of corruption in
individual countries for the public
sector

Transparency
International

cpi.transparency.orqg

www.ebrd.com/new

European Bank for EBDR Transition Report:

Reconstruction and s/rep.o.rt/ebrd- Indicates development of
Development iransition-report- transition countries
201516.html

Ease of Doing Business Report:
Assessment of institutional
www.doingbusiness. preconditions for doing business

World Bank

org in individual countries and
ranking on their ease of doing
business
Eurostat: Provides data on
European epp.eurostat.ec.eur member states of the European
Commission opa.eu Union, such as economics and
finance, population
World Trade INTRACE!\I Market Analysis
o Tools: Indicates branch- and
Organization / o
) WWW.Wt0.0rg product-specific export and
International Trade : o R
import statistics for individual
Center ITC .
countries
World Values Survey: Provision
of an international values study
The World Values www.worldvaluessur MENEfing) SURES ol VEMEs {20

of life (e.g. attitude to work,
importance of family,
environment, religion and
moralism)

Survey Association vey.org

Table 18: International Secondary Sources (based on Sternad/H6fferer/Haber 2013, p. 57f.)

5.6 Weighting of the Criteria
After having chosen suitable selection methods and criteria, a weighting of the
criteria needs to be done in order to determine what importance each criteria has
for the decision-making and ranking. There are various options to do so. The most
commonly-used are the following:

Rating scale

1

1 Ranking
1 Magnitude estimation
1

Pairwise comparison
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1 Constant sum scale (cf. Helm/Steiner 2008, p. 124)
{ Ultility calculation (cf. Kihnapfel 2014, p. 1 - 3.)

Rating scale
The rating scale method suggests that a decision-maker allocates each criterion a
scale value, thusly indicating its importance, e.g. using the numbers 1-5, 1-7 or 1-
10. The result of the ranked criteria can only be interpreted ordinally and therefore
lacks a detailed representation due to a limited rating continuum (cf. Zardari et al.
2015, p. 26).

Ranking

By selecting a ranking as benchmark for weighting criteria, the latter are ordered
into ranks using verbal, alphabetical or numerical scales. This option provides a
simple means of weighting, whereby the criteria are ranked from most to least
important. Experts rank the indicators, whereby their order of preference
corresponds to t he criteriados I mportance.
increases, the more difficult it becomes to rank a large number of criteria (cf.

Zardari et al., 2015, p. 26f.).

Magnitude estimation

By using magnitude estimation, the individual sets an anchor to a criterion by
attributing a certain value to it. Subsequently, the other indicators are then
weighted in comparison to that anchor, which results in an advantageous higher

level of scale, namely a relational scale (cf. Helm/Steiner 2008, p. 124).

Pairwise comparison

The criteria are weighted pairwise, whereby the preference for one alternative over
another is indicated and thereby, the best alternative is determined based on its
relative importance (cf. Zardari et al., 2015, p. 28). As this technique allows all
possible combinations of options to be compared and contrasted, the judgement is
advantageous in the sense of having an integrated consistency check (cf. Zikmund
et al. 2013, p. 324). For evaluating and presenting the weighting, a matrix is
considered helpful. This method becomes increasingly complex as the number of

criteria increases (cf. Zardari et al., 2015, p. 28).
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Constant sum scale

When applying this scale, criteria are ranked as an individual is asked to allocate a
specific number of points to the criteria (e.g. a total of 100 points), and attribute
those points to each individual criterion minding their relative importance. Thereby,
relations between the points reflect the considered relations between criteria,
which is advantageous compared to the previously stated weighting methods (cf.
Beri 2013, p. 171). Also, this method requires excessive cognitive demand from
the respondent, as the number of criteria increases (cf. Zikmund et al. 2013, p.
320).

Utility calculation

The utility calculation is done by evaluating the respective criterion point value.
The sum of criterion values depicts which criterion is most important. Within the
first step, criteria values are awarded and secondly, criteria weights are attributed.
By multiplying criteria value and criteria weight, the respective criterion point value
is detected (cf. Kihnapfel 2014, p. 19).

1 Valuation of criteria: For the valuation of criteria, firstly a scale is set. There
are several options to do so, namely a 10-point-scale including a defined
corridor for the point values for assistance or a school-grades-scale. After
defining the scale, the criteria are valued (cf. Kihnapfel 2014, p. 10f.).

1 Weighting of criteria: The weighting can be done by attributing grades such
as 1 (very important) to 6 (not important) to the criteria in a first step. To
each grade, points are allocated, e.g. grade 1 equals 6 points. After
assessing the total of points, the percentage translation is done resulting in
a percentage weighting. Another option for weighting the criteria is to
allocate points e.g. from 1-100 and translate those points into the
percentage weighting. In the case of a larger number of criteria, an
intermediate step of forming groups of criteria is recommended. In the first
instance, criteria are grouped, followed by attributing a group-weighting and
finally allocating single criteria weights within the group. By multiplying the
group and single criteria weighting, the particular criterion weighting is
evaluated (cf. Kihnapfel 2014, p. 10f.).

This method is especially appropriate if:

1 The number of criteria is high
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1 The criteria are diverse in the sense that they include qualitative and
quantitative criteria
A clear hierarchy of the criteria cannot be determined
Several persons are participating the procedure

1 Decisions cannot be made based on entrepreneurial experiences or
instincts (cf. Kiihnapfel 2014, p. 2f.)

6. Theoretical Country Selection Model for Digital

Marketplaces

Under consideration of the present theoretical findings, a transformation into a

practical construct is made.

The choice of an appropriate country selection approach is influenced by various
circumstances which have to be considered. The selection is done with respect to
the considerations of:
1 Limited capacities for information procurement and processing
1 The approach must be applicable to open problem structures
1 For procedural reasons the approach must be easy to understand and easy
to handle, despite the provision of a basis for decision-making which is
rationally justifiable (cf. Schneider/Mller 1989, p. 12)

In order to come up with a theoretical country selection model which is in principle
appropriate to digital marketplaces, the author suggests to align the modelling
towards the procedure which is stated in Chapter 4.2. It is shaped by the following

steps:
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. Styria is aiming to enter a European country with its digital

(1) Function of marketplaces. Therefore, this is why the model is intended to refer
country to all European member states as its starting point offers a broad
selection range of potential foreign countries.

model

After evaluating the eligible country selection methods, it is
recommended to apply a multi-step procedure for Styria. It has to
include the possibilities for a transnational screening as well as a
detailed country specific evaluation. In order to optimize the
resource effort, it is designed as a filter procedure:

1st Stage
Set of restriction
criteria 2nd Stage
2nd set of
(2) criteria 3rd Stage
and necessity -
of steps Pre-Selection Intermediate Final

Selection Selection

Within each stage non-profitable countries are eliminated. The
approach begins with a rough selection considering more general
and easily available information and moves on to a detailed
analysis, requiring an increased level of information

Demand for level of information needed increases

Selectable countries are reduced to most attractive ones

1=t Stage: Checklist method
- Result: Principally
qualified countries

27d Stage: Scoring method
-> Result: Country shortlist
according its attractiveness

(3) Choice of
Methods

3rd Stage: Scoring method
-> Result: Final country list
according its attractiveness

Figure 13: Theoretical Country Selection Modelling Step 1-3 (own presentation)
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(4) Choice of
Criteria

(5) Weighting
and scaling of
criteria

(6) Modelling

2 A S AN

Selection of criteria-set

Restriction 2nd set of 3rd set of
criteria-set selection criteria selection criteria

Country attractiveness
Chapter 5.4:  Country barriers

Country risk

The selection criteria are derived from various analytical
approaches. Under consideration of chapter 5 three criteria sets
applicable for the respective stage are designed. Firstly, a set of
restriction criteria is defined which has to be fulfilled that in order
a foreign country is stated as eligible. This is followed by two
further criteria sets allowing a rough and detailed analysis of the
remaining countries.

The choosen criteria is weighted and scaled according to chapter
5.6.

Finally, the model is designed as Microsoft Excel
template providing a manual for the allocation of
country assessment

Figure 14: Theoretical Country Selection Modelling Step 4-6 (own presentation)

A relevant component of the country selection model is the choice of selection

criteria. According to theory, an initial derivative of country selection criteria

appropriate for digital marketplaces is derived. They are tailored to fit digital

marketplaces and need to be cross-checked within the empirical research.
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Beginning with first stage, a restriction-criteria-set is designed:

Category Criteria Possible Indicators BB/CL
Business Climate BB/CL
" - Beri Risk Index:
| Political Stability (ORI, PRI, R-F) BB/CL
ECO”_‘"T"C o Transfer Risk BB/CL
restriction criteria
Security, unrest Global Conflict Risk Index BB/CL
Natural Disasters World Risk Index BB/CL
Restrictions to trade  Free competitive market BB/CL
Trade barriers GDP per capita BB/CL
Purchasing power
Employment rate BB/CL
Domestllc electricity BB/CL
production
Technological Mobile network coverage BB/CL
Technical restriction infrastructure
criteria Internet bandwith BB/CL
Secure Internet servers BB/CL
Handling/coping technological change BB/CL

Table 19: Pre-Selected Criteria Set for Stage 1 (own presentation)

1 The application of economic restriction criteria such as business climate,

political stability, transfer risk, security, unrest or natural disasters should
enable dismissing countries where foreign business activities are
threatened due to undesirable economic or political developments.

Countries wherein business activities can not be performed due to

institutional entrance barriers in terms of trade prevention or technical

restrictions can be dismissed as well. Especially for the classifieds verticals
real estate, jobs or cars, it is assumed that restrictions of trade could occur.
In terms of technical restriction criteria, it is assumed that a country needs
to show a particular readiness in terms of the maturity of technological
infrastructure. An index that can thus be consulted is the networked
readiness index, capturing the domestic electricity production, the mobile

network coverage, the Internet bandwith and secure Internet servers within
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a country (cf. World Economic Forum n.d.). Another technical aspect which

can be considered is the handling of and coping with technological change

within a foreign country.

For the second stage, the following criteria-set is pre-selected and recommended:

Category Criteria Possible Indicators BB/CL
Market size Population / population with BB/CL
Internet access
Retail advertising
expenditures BB
Retail market P
Industry specific — volume Retail digital advertising
market indicators ) BB
expenditures
Door drop volume Door drop media expenses BB
Classifieds market Classifieds revenues CL
volume
Internet penetration BB/CL
Smartphone penetration BB/CL
Internet usage
Households with Internet
. BB
Maturity of access
digitalization
Internet affordability Internet. and telephony BB/CL
competition
Ad-Business Share.of digital advertising BB/CL
spendings
Cultural Purchase behavior pattern BB/CL
circumstances
Ease of access Language usage (type set) BB/CL
Geographic Time zone BB/CL

circumstances

Table 20: Pre-Selected Criteria Set for Stage 2 (own presentation)

1 The second applied set of criteria aims at detecting market particularities.

By applying specific market indicators, profit and growth perspectives of

STYRIA within a particular country shall be assessed. For picturing the

market size, it investigates the population and its access to Internet, as

those could be future customers. For best buy portals, it is assumed to
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survey the retail market volume in terms of total retail advertising and digital
retail advertising expenditures, as these might be future sources of
revenue. The same rings true for door drop media expenses, which
indicates the expenses of print leaflets or catalogues within a country
distributed to households. For classifieds portals, it is instead recommended
to assess the classifieds market volume in terms of classifieds revenues.

I n order to estimate a countryos

criteria to assess the maturity of digitalization are essential. They are about

I nternet usage which can be depicted

penetration, smartphone penetration and, especially relevant for best buy
portals, the Internet access of households. Another characteristic could be
the Internet affordability in terms of Internet and telephony competition. And
the last criterion applied is picturing the ad-business and the share of digital
advertising spendings.

A further criterion, which can complicate a foreign business activity for
di gital mar ket places, is related t
behavior can differ from country to country. Thinking about best buy and
classifieds portals, it is desired that citizens are surfing digitally before
heading over to the stationary trader or have a predilection for purchasing
second-hand goods. A difference in the language usage can lead to the
necessity of product adaptations and usability differences which could affect
the attractiveness of a country in a negative way. Furthermore, geographic
circumstances can complicate the business operations due to different time

zZzones.
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Lastly, the pre-selected and recommended criteria set for the third stage are

presented:
Category Criteria Possible Indicators BB/CL
Amount, size and origin of
Competitive competitors BBICL
intensity/structure
Dominance of competitors BB/CL
Compe_:tltlve Corporate image/standing BB/CL
conditions
Competitive strength Product/Service analysis BB/CL
Den_1ar_1ders consumption BB/CL
patriotism

Table 21: Pre-Selected Criteria Set for Stage 3 (own presentation)

As stated in the previous chapters, the competitive conditions within a foreign

market are vital indicators for assessing micro-environmental conditions a

company would have to face. This is why the category needs a detailed analysis

and is set as the final set of criteria. A comprehensive research is required to

assess the competitive intensity and structure in terms of amount of competitors,

size and origin of competitors as well as their dominance. Furthermore, in

additional to the concentration, the competitive strength is crucial. It can be

surveyed by having a look at the corporate image and standing as well as

conducting a comprehensive product and service analysis. A given consumption

patriotism of the demanders al so

ndi cates
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7. Analytical Method Design for Country Selection
Modelling

The gained knowledge from the theory is fundamental to the following practical
part, which is about the development of a branch-specific country selection model.
There is a considerable lack of theory for country-selection models for the
business of digital marketplaces. Because of this fact, a specifc model was derived
from a generally applicable model. This underlines the importance of discovering
the mechanism of digital marketplaces classifieds and best buy within an empirical
research. Thus, the theoretical output builds the base and is adapted with the
findings from the primary and secondary research in order to customize the

modelling for this present business.

7.1 Research Demand

In order to enable the customization of general country selection models to the
present business model of digital marketplaces, research is demanded. While
derivations concerning a suitable country selection approach could be made and
executed by the theoretical part, it became obvious that sufficient country selection

criteria which have to be applied were not available.

7.2 Research Objective

The aim of executing a primary and secondary research is to obtain hints
regarding models and criteria suitable for digital marketplaces to enable a
development of an adequate country selection model for STYRIA Digital

Marketplaces and to guarantee its functionality.

The research objective is illustrated in detail as a goal-means-hierarchy:
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Customization of general country
selection models for the

present business model
»Digital Marketplaces“

Goal 1: Selection of the most
suitable model and criteria for
enabling the development of a
branch-specific country selection
model

Goal 2: Assurance of functionality
of the developed country selection
model within an usability cross-
check

Mean 1: Collection of qualitative

Mean 1: Selection of the most and quantitative data in order to

suitable model design

verify the usability of the
developed model and to give an
explanation regarding the
handling and applicability

Mean 2: Determination and
weighting of country selection
criteria suitable for digital

marketplaces classsif
best buy

ieds and

Mean 3: Underpinning each

criterion with a specifi
and data source

¢ indicator

Figure 15: Research Objective (own presentation)

The first objective is to choose the most suitable model and criteria for

enabling the development of the branch specific country selection model

which requires the following means:

- Selection of the most suitable model design.

- Determination and weighting of country selection criteria suitable for digital

marketplaces classifieds and best buy.

- Underpinning of each criterion with a specific indicator and data source.

The second objective is to assure the functionality of the developed country

selection models by appl

following means:

ying a usability cross-check which requires the

- Collection of qualitative and quantitative data in order to verify the usability

of the developed model and to give an explanation regarding the handling

and applicability.
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7.3 Research Design
According to this information deficit and the illustrated goal-means-hierarchy an
appropriate research design for the empirical research process of this thesis is

defined, which is shown in the following figure and described in detail further on.

Step 1: Verification pre-selected

criteria set and elevation Expert interviews
branch-specific criteria Primary

) market Sample size: 15
Step 2: research based on

Consideration/verification of
theoretical conclusions for
country selection method

conversation guide

|[opow uond3|es
Anunos ayj jo juswdojanaq :} aseyd

Step 3: Final definition of SEECLL BT
L A market Desk research
criteria and underlying indicators
research
Prima Company-internal
Step 4: Final weighting of Yy workshop using
o market
criteria research outcome of
step2 and 3
0
8o =
<
L
CNs) ; . . Secondary
N
g N Simulation with ma_rket data market SR G
= (el b for selected countries
3 4 research
R
232

Figure 16: Overview of Research Design (own presentatation)

Beginning with phase 1 i market research to choose the most suitable model
and criteria for enabling the development of the branch-specific country
selection model T the research method including sampling is pointed out for each

step in the following:

Research method for step 1 1 Definition of pre-selected criteria set according to

theory:
Within the first step, a secondary market research is executed in order to tailor the

criteria gained from theory to digital marketplaces classifieds and best buy. The
result is a customized pre-selected set of indicators which is cross-checked via

primary research, namely within the execution of expert interviews.
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Research method for step 2 T Elevation of branch-specific country selection

criteria and step 3 1 Consideration and verification of theoretical conclusions

regarding country selection method:

As literature mainly provides insights into general criteria and does not give
information about them in detail, specific country selection criteria appropriate for
digital marketplaces are still missing. For an explicit data evaluation concerning
industry-specific country selection criteria, a qualitative primary research is
required. Furthermore, the previously obtained theoretical insights and conclusions

regarding country selection methods have to be considered and verified as well.

By the use of qualitative interviews, the predicted expressive and informative
findings concerning the market situation can be evaluated. Furthermore,

conducting interviews has shed light on the current market situation in more detail.

Within the field of qualitative interviews, exploratory interviews have been
conducted in order to ascertain knowledge, experience, mindset, and know-how of
the interviewees (cf. Oberzaucher 2012, p. 25). The focus is on gaining
comprehensive and entire collections of individual factual information (cf.
Herrmann/Homburg/Klarmann 2008, p. 182). Carrying out explorative interviews is
especially applied if research issues are relatively new or unknown. They help to
structure the area under investigation. Important dimensions of the research object

are identified and important influencing factors are captured.

In this case a partial survey is conducted. This requires a conscious sample

selection which ensures representability and constitutes a reduced, realistic image

of the population (cf. Herrmann/Homburg/Klarmann 2008, p. 37). Comparing to

guantitative research methods, a minor sample selection is elected. In qualitative
research met hods, the principle of At heor e
more inquiry units are interviewed if the information content is exhausted.

Exploratory interviews usually foresee a sample size of 12 to 35 (cf. Oberzaucher
2012, p. 43).

The following table shows the chosen interview partners for the explorative

interviews:
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Mag. (FH) Michael Berger

Benjamin Zubovic

Mag. Reinhard Franz, MBA

Mag. Markus Prinz

Anonymous

Anonymous

Anonymous

Anonymous

Anonymous

Anonymous

Anonymous

Anonymous

FH-Prof. Mag. Dr. Doris
Kiendl

Mag. Hildegard Liebl

Prof. Mag. Dr. Gerhard
Apfelthaler

Head of Digital Marketplaces

Strategist of Digital
Marketplaces

Head of Business
Development and Product
Management

Business Development

Senior Vice President Product

International Business
Development Manager

Chief Business Development

Chief Business Development,
Member of the Executive
Board

Strategy Manager Established
Markets

Business Analytics

Chief Executive Officer

Head of Business
Development

Chair, Institute of International
Management

Senior Marketing Lecturer,
Business Coach

Dean at School of
Management, Entrepreneur,
Author, Educator

Styria Digital Marketplaces
GmbH

Styria Digital Marketplaces
GmbH

willhaben internet service
GmbH & Co KG

wogibtswas.at GmbH

Finn.no AS

Tiendeo Web Marketing S.L.

Scout24 Schweiz AG

Ringier Digital AG

Schibsted Media Group

ShopFully International Group

BAZAR Zeitungs- und
Verlagsges.m.b.H. & Co. KG

JobCloud SA

FH Joanneum

FH Joanneum

California Lutheran University

Table 22: List of Interview Partners (own presentation)

The chosen experts either share expert status in academia or are considered

experts because of having worked a long time in industry and have thus acquired

a vast market experience of digital marketplaces (classifieds and best buy portals).

The selection had to fulfill the following considerations:
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Business development or product development of a national or international
classifieds portal

Business development or product development of a national or international
best buy portal

More than four years of experience in the industry of digital marketplaces
Senior lecturer in the field of internationalization

It was presumed that the probands possess knowledge in international
business development of digital marketplaces, knowledge in the business
model/product mechanism and knowledge in internationlization of

businesses independent of their branch.

A conceived conversation guideline serves as research instrument within the

exploratory interviews and ensures a comparability of the individual interviews (cf.

Berekoven/Eckert/Ellenrieder 2009, p. 90). It was constructed on the basis of the

questioning route technique. By the usage of concrete formulation of questions, it

is ensured that for the subsequent decision-making, all relevant and necessary

data is collected. A monitored course of conversation is guaranteed. Thus, varying

questions and using flexible wording are possible. Relevant and important

statements during the interview can thereby get commented on in more detail for

getting the most out of them (cf. Oberzaucher 2012, p. 63).

The conversation guideline is separated into three phases:

T

Explanation phase: includes welcoming, introduction, clarification of the
research subject, duration, reference to anonymity if requested

Introduction phase: includes icebreaker questions

Factual questions: narrative- or questionnaire-oriented discussion of
research subject

Summary and follow-up if necessary (cf. Oberzaucher 2012, p. 63)

The conversation guideline is set up as a semi-standardized questionnaire. It

ensures gathering greatest informational content and allows a comparability of the

assessed data.
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Research method for step 4 i Final definition of criteria and underlying indicators:

After the conduction of interviews is finished, the verified pre-selected set of
criteria has to get supplemented by the newly gained branch-specific selection
criteria. For each criterion, a specific indicator has to be determined, in order to
make the criterion measurable and comparable. This is done via a secondary

research.

Research method for step 51 Final weighting of criteria:

As a next step, the criteria with their underlying indicators need to be weighted.
Although experts within the qualitative primary research have undertaken an initial
valuation regarding weighting, it is pre-checked via an internal workshop in a
choosen setting. This enables a strategic fit and customization to the client
STYRIA Digital Marketplaces GmbH.

Within the second part 7 research within the usability cross-check of the
developed country selection models i secondary research is done in order to

gain quantitative and qualitative market data to fill it and check its function.

8. Experimental Development and Design of a Country
Selection Model for STYRIAGs Di gi t al Ma r

Buy and Classifieds

The elaboration of the experimental modelling of the country selection model

followed the process shown below:
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Figure 17: Process of Experimental Development and Design of the Country Selection

8.1

Definition of
function of the
selection model

\\\/////
Listing of
general methods
and criteria
according to
theory

. —

- —
\\\\\// i
“‘\\\///
Proposal of
model and
criteria suitable
for digital

marketplaces

Defined model
and criteria
relevant for

STYRIA Digital

Marketplaces

As pre-requisite the overall function of the country
selection model which needs to be fulfilled was
defined.

General methods and criteria for country selection
were sreened in the theoretical part. Based on the
appropriation of knowledge on the branch due to
literature and secondary research appropriate models
and criteria suitable for digital marketplaces were
derived.

The proposed model and criteria based on secondary

research and the execution of explorative interviews

have been introduced to the strategic board of Styria
Digital Marketplaces.

The output of the company internal workshop with the
strategic board was the final defined model and criteria

relevant for Styria Digital Marketplaces.

Model (own presentation)

Functions and Requirements of the Model Being Developed

As STYRIA is aiming at entering a European country with its digital marketplaces,

the model is intended to refer to a broad range of potential foreign countries as a

starting base.

Therefore, the model has to fulfill certain requirements:

)l

1
1
1

It must include the possibilities for a transnational screening
At the same time, a detailed country-specific evaluation has to be ensured
The model must be modifyable to changes in market conditions

A structured and systematic handling with ease must be given

Appropriate to those demands, the model that serves as basic framework is

introduced in the next chapter, verified by explorative interviews and released by

the strategic board of STYRIA Digital Marketplaces.
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8.2 An Appropriate Model as Basic Framework

As described in chapter 4.3 the usage of a multi-stage model is most appropriate
for STYRIA Digital Marketplaces because of the fact that it offers a structured
decision-making process. It enables a systematic trackdown which results in the
most promising foreign countries. The model can be used to eliminate a large

amount of potential countries or to evaluate single countries as well.

In order to optimize the resource effort, it is designed as a filter procedure. Within
each stage, unsuitable countries are eliminated. The approach begins by roughly
selecting more general and easily available information and moves on to a

detailed analysis, requiring an increased level of information.

1st Stage

Set of restriction criteria

2nd Stage
2nd set of criteria 3rd Stage
' 3rd set of criteria !
Pre-Selection Intermediate Final Selection

Selection

Demand for level of information needed increases

-

Selectable countries are reduced to most attractive ones

P
Figure 18: Multi-Stage-Model-Approach as Basic Framework for Modelling (own
presentation)

The application of the multi-stage model requires the use of one-stage methods
within each stage as illustrated above. The respectively choosen one-stage
method and the selected and applied set of criteria is illustrated in the following

chapter in detail.

8.3 Modelling

Based on the decision of using a multi-stage-model consisting out of three stages,
namely pre-selection, intermediate selection and final selection, the modelling can
be performed. According to the process of country selection modelling displayed in

chapter 4.2, each stage has to make the following decisions:
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1 Definition of a one-stage evaluation method
1 Definition of the respective set of selection criteria

1 Weighting of the criteria

Within this chapter, the experimental development and design process of the
country selection model is illustrated. This is done separately for each selection
stage. It is noted that a complete overview of the used one-stage methods, criteria,

weighting and valuation is provided within the Appendix.

8.3.1 Technical Model Set-Up

The country selection model is designed in Microsoft Excel and is provided
afterwards as a template for STYRIA.

The selection of Microsoft Excel-software is justified by the fact that it is an integral
part of business organizations across the world. The selection of this software for
the present model-template allows future users to use it with simplicity (cf.
Schermann 2011, p. 85). Furthermore, MS Office is available within the entire
STYRIA Media Group, therefore no further costs will arise. Because of the
employeeso familiarity wi t h t he softwar e,
handling or the need for a training will arise. Furthermore, the flexibility of the
software allows for creating the model by the use of Microsoft Excel (cf.
Schermann 2007, p. 85). Adoptions resulting out of changes in the market
conditions (e.g. changing country selection criteria) can be easily adapted or
modified.

By selecting this technical model set-up, an easy, clearly structured and efficient

passing through the country selection process is enabled.
The set up model-template itself is explained in the following chapters. In general,
it is designed as an interactive Excel dashboard. Starting on the main page, the

user is navigating to the respective country assessment separately for each stage.

The following figure shows the starting point of the model template:
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Figure 19: Frontpage of Country Selection Model Template (own presentation)

From the starting point, the user can select between various options. The main
three sheets are providing access to the spreadsheet for each country selection
stage which includes the analysis and calculation for evaluating countries within
each stage. The surface and the functions of the particular stages are explained in
chapter 9. In addition, the file includes information on the criteria weighting as well
as data sources. The Excel template also provides a manual for giving information
on the background of the model design as well as giving instructions on how the
model must be used. The assistance is pictured with icons showing a question
mark, which is placed throughout the Excel file. Navigation trough the file is made
user-friendly by placing navigators in the form of arrows, home buttons and

interactive function buttons.

The following figure shows the presentation of the criteria weighting, which is also

adaptable if needed afterwards:
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Figure 20: Presentation of Weighting for Selection Criteria (own presentation)

The weighting itself is visualized separately for the two business models
classifieds and best buy and can be looked up either in total including all three
stages or separately for each stage. Nevertheless, the separate look is
recommended because it is clearer in its presentation. The weighted criteria are
portrayed as criteria tree as well as tabular listing for ensuring a good overview.
The selection of criteria and weighting procedure is explained in the subsequent
chapters. For future use, it should be mentioned that the weighting can easily be

adapted within the Excel template by just overwriting the cells.

Within the following subchapters, the design of each stage is described, beginning

with stage 1, the pre-selection.

8.3.2 Stage 1: Pre-Selection

The first stage serving as pre-selection includes all potential countries. By applying
a one-step method, the countries are eliminated from further consideration due to
not fulfilling basic considerations which must be given in order to enable a market

expansion by STYRIA.

8.3.2.1 Evaluation Method
The first stage is set up as a checklist method procedure. It enables an immediate
exclusion of a large number of countries, which are not deemed attractive. In order

to make a confident decision on this matter, restriction criteria are defined (chapter
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9.1.2) which determine whether a country needs to be looked at more closely in
the second stage or will be eliminated from the further analysis. A rough initial
screening is sufficient, in order to make the decision if a country fulfills
fundamental requirements which are necessary to make business there. The effort
is kept low and limits a detailed market research i which is required in the further

stages - to a restricted number of relevant countries.

As criteria can change over time due to changing economic and political situation,
eliminated countries must be screened at a later time as they could turn out to

become potential foreign markets in future.

For carrying out the checklist method, in the following chapter a set of criteria is
compiled, representing minimum conditions that have to be given for a market
expansion. For each criterion, a minimum value is defined which must be met to

prevent a countryos dismissal. A furt

8.3.2.2 Definition of Restriction Criteria
Within the pre-selection stage, restriction criteria are considered. Those criteria

represent pre-conditions, which must be met in the respective country and are

her

aligned with STYRIAG s strategic approach and the

Proposed restriction criteria from theory lay the foundation. The final decision on
the set of restriction criteria was made under consideration of the outcome of the
explorative interviews and the company-internal workshop. All of the interviewed
experts drew attention to the necessity of defining criteria specifically to branch-,

product- and company-specific circumstances.

Every criterion considered as restriction criteria is defined by a specific indicator
for making it valuable. Within the weighting procedure, a minimum threshold for
each restriction criteria was defined as well. It is important to mention that the
criteria vary slightly for the business models classifieds and best buy. If a criterion
is only relevant for one model, it is demonstrably explained. Each criterion is

explained in the following and possible data sources are listed:
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Within the set of restriction criteria, a distinction into two characteristics was made,
namely economic restriction criteria and technical restriction criteria. Each of these

dimensions has underlying categories with its criteria and respective indicators.

Economic restriction criteria

Within this dimension, the category country risk was defined. The aim of this
category is to use criteria in order to check if the foreign country is generally

stable. To this end, these criteria are applied:

Security/Unrest

The first criterion within the category country risk defines the risk arising from
insecurity and unrest within a foreign country. This criterion was evaluated from alll
interviewed experts as very important. Risk issues and unrest within a country
could immediately lead to instability and high operative as well as economic risks
for entrepreneurs. It is important to mention that this was also highlighted within
the workshop with the strategic board of STYRIA, which implies that this criterion
is set as ultimate knock-out criterion. In order to make this criterion valuable, the
indicator AWar Risk I ndicator o, whi ch
Credendo Group, can be used. The index covers the risks of external conflicts and
the risks of domestic political violence. It covers terrorism, civil unrest, racial/ethnic
tensions, socio-economic conflicts and extreme cases of civil war. It is measured
in index points on a scale of 1 to 7, where the value 1 indicates low risk and the
value 7 indicates high risk (cf. The Global Economy no year).

A country risk evaluation needs to consider various forms of risks, i.e. economic as
well as political risks. In order to evaluate risks in these dimensions, the author
suggests using existing general approaches seasoned by longstanding practical
implementations. This enables carrying out a feasible country risk evaluation
considering resources and efficiency. As STYRIA follows a risk-shy culture, it is of
paramount importance that a foreign country indicates economic and political
stability. The use of already established country risk rankings is also suggested by
experts, stating that for similarly-developed countries, no significant differences
may be expected. Nevertheless, it is important to set social unrest as a restriction
criteria. For evaluating this risk, various approaches exist, whereby the interviewed

experts would be surprised by fundamental divergent results. The author initially
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suggested using the BERI Risk Index. Experts basically agreed, however, they
recommended using a separate indicator. The recommendations resulted in the

use of the following criteria and indicators:

Political instability

The political stability index indicates if a country is either politically stable or not. It
reflects the likelihood of negatively affected economic conditions due to armed
conflicts, a disorderly transfer of government power, social unrest, violent
demonstrations, terrorrism or international tension. The index is provided by the
World Bank and expresses either a weak political stability (-2.5) or a strong
political stability (2.5). The average index risk value in 2015 was -0.04 (cf. The

Global Economy no year).

Leqgal risk, legal system

Another criterion rated as essential is the risk resulting from the present legal
system within a country. By evaluating the Regulatory Quality Index of the World
Bank, perceptions regarding a country's civil and law development are covered. It

i ndicates the governmentos ability to cre

o)

regulations within a country. The index ranges from a weak risk (-2.5) to a strong
risk (2.5). The average index risk value in 2015 was -0.02 points (cf. The Global

Economy no year).

Economic crisis

The last applied risk criterion aims to detect an economic crisis of a country, which
can lead to a sudden downturn. A weak economy will most likely experience a
falling GDP, a negatively affected liquidity and inflation/deflation. An index which
can be used to detect this kind of risk is the operations risk index which assesses
macroeconomic risks within a country. It is published by the Economist Intelligence
Uni t . The country rating reacheskyoomfmcfA. i

Economist Intelligence Unit no year).

Trade restrictions on c¢classifieds verticals

By applying this criterion, the risk regarding trade barriers is evaluated. It is only
relevant for the business model classifieds and not for best buy. The provision of

digital leaflets and information on the stationary trading is not under restriction
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within foreign countries. The existence of free trade for the respective business
branch is vital. Therefore, experts advocated for the application of this restriction
criterion. They clearly pointed out that the impairment of free trade means the
elimination of the country. The typical flea market business model is less affected.
Therefore, this criterion is only relevant for the classifieds verticals real estate, jobs
and cars. For evaluating this criterion, secondary research is necessary, as no
specific database provides information about that. Searching for online classifieds
such as job announcements, cars or real estates provides remedy. With the
existence of already provided classifieds in either print or digital versions, it is

indicated that free trade on those verticals does exist.

Lastly, technical restriction criteria cover the category maturity of digital

infrastructure and give information about the existence of required digital
infrastructure to establish digital marketplaces within the particular foreign country.
The criterion applied within this dimension is:

Technological infrastructure

When establishing digital marketplaces within new markets, a certain standard of
existing technological infrastructure is required. Otherwise, the functionality of the
business is not given. Although a less-pronounced technological infrastructure
does not mean that a country could not be estimated as attractive. Thus, a certain
maturity is required. This fact indicates that this criterion must be evaluated
frequently, as maturity can change fast (cf. Franz 29.05.2017). The criterion
technological infrastructure can be expressed by the mobile broadband
penetration of a respective country.

Internet affinity. Various sources regularly provide statistics, such as the OECD.
The higher the penetration rate, the more mature is the technological

infrastructure.

The author also wants to mention the dismissed pre-selection criteria which were
rated within the execution of the expert interviews as not relevant for the business
model digital marketplaces:

1 Natural disasters: Dealing with natural disasters was not estimated relevant

to digital business models. Especially the company internal experts
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mentioned that the partially low danger resulting out of natural disasters is
not overcompensating the possibly given attractiveness of a market.
Purchasing power and employment rate: The purchasing power was rated
as relevant, thus not as a restriction criterion within the preliminary
selection. Furthermore, the employment rate was seen as not relevant for
classifieds and best buy portals. Experts postulated the hypothesis that
especially citizens with low income or even unemployed people are
encouraged to compare products and buy goods at a reasonable price.
Technological infrastructure in terms of domestic electricity production /
secure Internet servers: Although technical infrastructure was assessed as
a must have and therefore as a restriction criterion, the indicators domestic
electricity production and secure Internet servers were seen as not
important and as nice-to-have criteria, respectively. Especially the proband
group consisting of experts from classifieds and best buy business noted

that for evaluating the technological infrastructure, which is clearly seen as

restriction criterion, the mobile broadband penetration is an expressive

indicator for that.

The following figure summarizes the the used criteria for stage 1:

Criterion

Economic
restriction
criteria

Security | Unrest

War Risk index

Political Instability

Political Stability Index

Legal Risk | Legal System

Regulatory Quality Index

Technical
restriction
criteria

Economic Crisis

Technological Infrastructure

Operations Risk Index

Mobile broadband penetration

Figure 21: Overview of Used Criteriai Stage 1 (BB) (own presentation)

Criterion

Economic
restriction
criteria

Security | Unrest

Indicator

War Risk Index

Political Instability

Political Stability Index

Legal Risk | Legal System

Regulatory Quality Index

Economic Crisis

Operations Risk Index

Technical
restriction
criteria

Trade Restrictions on
Classifieds Vertical Real
Estate, Jobs, Cars

Technological Infrastructure

Existance of classifieds (digital/print) for real
estates, jobs, cars

Mobile broadband penetration

Figure 22: Overview of Used Criteriai Stage 1 (CL) (own presentation)
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After setting up the restriction criteria with their underlying indicators and the
minimum or maximum requirements which have to be fulfilled, the design of the
template was the subsequent task to accomplish.

For the first stage, no further weighting procedure was necessary, as minimum
and maximum requirements for each indicator value were sufficient. This
happened within the company-internal workshop with the strategic board of Digital
Marketplaces.

8.3.2.3 Design of Stage 1

Within this chapter, the modelling of the Excel file is presented. Chapters 8.3.2.1
and 8.3.2.2 are presented as Excel conceptions as well as the underlying
minimum and maximum value requirements that were finally decided within the

company-internal workshop are shown.

The following figure illustrates the checklist method template which is used within

stage 1, pre-selection:

A B C E F G J K L M N [¢] P Q

- 15t stage: PRE-SELECTION @

5 Country 1 Country 2 | Country 3 | Country 4 | Country 5

Dimension: min/max
requirement

of restriction

6 criterion

Criterion Data unit  Value description Austria Croatia Norway Slovenia

Security | Unrest War Risk Index index points 1=low, 7=high <=4 1 1 1 1

-2,5 weak to 2,5 strong
Political Instability Political Stability Index index points average f. 2015 was - <=-1,4 1,19 0,58 1,15 0,92
0.04 points

-2,5 weak to 2,5 strong
Legal Risk | Legal System  Regulatory Quality Index index points average f. 2015 was <=-0,60 1,43 0,36 1,63 0,62
-0.02 points

Economic restriction criteria

A = not ri! E= t
Economic Crisis Operations Risk Index rating risk:o RET mos <=C B B C B
15

Trade Restrictions on Existance of classifieds s = no free trade

Classifieds Vertical Real (digital/print) for real yes/no % no no no no no
3 no = free trade

16 Estate, Jobs, Cars estates, jobs, cars

Figure 23: lllustration of Checklist-Method Template within Stage 1 Pre-Selection (own
presentation)

The extract visualizes how the checklist method is designed for the pre-selection
stage. The basic construction is similar in all three stages. The spreadsheet
includes:
1 Category dimensions with an additional explanation regarding the
significance of each dimension and matter of the analysis

9 Listing of the criterion with the subordinated indicator
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1 An additional indicator description naming the choosen valuation of the
respective selected criterion

1 Linked source for an easy look-up of market data

Particular to this stage is the setting of the mentioned minimum and maximum
value requirements which a country has to fulfill in order to pass over to the next
stage. A conditional formatting of cells indicates if the value of market data is
sufficient (shaded green) or insufficient (shaded red).

The result of this stage is a remaining number of countries, which are not
dismissed due a lack of non-fulfilment of restriction criteria. Those are passing
over to the second stage which is the intermediate selection stage and build the

starting point for the next analysis process.

8.3.3 Stage 2: Intermediate Selection
After the application of the first stage, the remaining countries pass over to the
intermediate selection i stage two. The aim of this stage is to further reduce the

number of remaining countries.

8.3.3.1 Evaluation Method

This stage particularly focuses on market attractiveness, which leads to a further
elimination by the non-fulfilment of expectations. As described in chapter 4.3.1.3,
setting this stage up using a scoring method seems to be the most attractive way
as the point-based evaluation method is appropriate for a broad assessment of

countries.

The applied criteria explained in chapter 8.3.3.2 are subsequently weighted
relatively regarding their importance. The weighting procedure was conducted with
the strategic board of STYRIA Digital Marketplaces. The overall assessment is
done with a weighted total sum and indicates the most attractive ones (showing
the highest score and rating). The outcome is illustrated in chapter 8.3.3.5. The
application of the second stage leads to a further reduction of potential foreign

target countries.

91



8.3.3.2 Definition of the First Set of Selection Criteria

The applied set of criteria within the intermediate selection aims at defining market
attractiveness and market barriers. It includes criteria which analyse market- and
product-specific circumstances within the respective country. As market
attractiveness and barriers have different expressions, criteria groups and specific
indicators are assigned to it. Those result from the cross-checked criteria pre-
selection as well as newly gained criteria within the primary market research. The

result is presented in detail in the following:

The applied criteria within stage two are categorized into five dimension, namely
market indicators, retail market/door drop market volume for best buy models,
classifieds market volume as counterpart for classifieds, maturity of digital

infrastructure and cultural barriers/ease of access.

The first dimension is the maturity of digital infrastructure. Where the first stage

was about setting a first criterion for guaranteeing the minimum requirements for a
technical base in infrastruture, the second stage and therewith in this dimension, it

i's about a countryonstafnityt r acti veness o0

Mobile affinity

For measuring a countryos Il nternet

assessed. For the development of the present model, it was recommended inter
alia from interviewee Ringier Digital AG and internal interviewees to consider the
following: Standard indicators for technological infrastructure are Internet-, mobile
broadband- and smartphone penetration. By assessing these values, a mobile
broadband and a smartphone development index can be calculated. It is assessed
by dividing the mobile broadband respectively the smartphone penetration by the
Internet penetration. Subsequently, by taking the arithmetic average of both
development indices, an indicator for mobile affinity is calculated. Online activities
are nowadays taking place on mobile devices such as smartphones and tablets.
Therefore, mobile phone use highly influences the utilization of digital
marketplaces, which is why this criterion was rated as very important by the
interviewed experts. The last used indicator, which is speed of development,
pictures the development rate of mobile affinity compared to each country.

Sources for deriving these market data are provided by various institutions. The
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ones which were used in this case in order to apply the developed model

(represented in chapter 9.2.1) are Statista and OECD.

Technical compatibility

Beside the previously stated mobile affinity, the Internet penetration for measuring
the technical compatibility of a particular country is used separately. The definition
of the portion of the population that has Internet access is revealing concerning the
fundamental precondition of technical compatibility within a particular country for
digital marketplaces. The needed data can be found on Statista. It is provided

separately for each country around the globe.

Handling technological change

Lastly, the handling of technological change is considered within this dimension.
There is no doubt that businesses as well as consumers have to handle
technological change. It is questionable, however, how fast a market can deal with
it. The handling itself is less critical than the speed with which it is done. Therefore,
an indicator was used that pictures the integration of digital technology, which is
subject to the Digital Economy and Society Index of the European Commission. It
measures the extent to which businesses are advanced and shows countries that
are least developed. By evaluating the integration of digital technology, derived
from that i ndex, b u s i niensasdettwib exglogagon eféhein f  d i g
online sales channels can be traced (cf. European Commission, 09.05.2015). For
the calculation, the development of the respective country is compared to the

European average and is expressed in percentage.

Secondly, the next dimension is set up as market indicators. Therein, criteria are

applied to assess profit and growth perspectives for the branch of digital

marketplaces.

Population
Assessing a respective countryoés popul atio

size, which makes it possible to draw conclusions concerning the market volume.
All experts have mentioned that this criterion is essential. The higher the
population within a country, the higher is the chance to attract potential customers

of classifieds and best buy portals. Therefore, it is important to show the number of
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total population in order to indicate potential in the sense that every citizen can use

digital marketplaces.

Internet media spending

As classifieds portals and best buy portals are facing a two-sided market (chapter
3), the local advertising market is fundamental to indicating market potential in
terms of digital advertising spendings. Therefore, the Internet media spendings as
well as the total advertising spendings are assessed. Data for both can be derived
from Zenith Optimedia, which is an acknowledged media agency operating
worldwide and provides data on worldwide advertising expenditure per country
and media channel. They provide the gross advertising spendings per country and
digital gross media spendings per country. A second applied indicator for
assessing Internet media spending is the development rate of the relative digital
media spending. Experts considered it very important to consider forward-looking
data material and not only historical values. Therefore, the indicator of the
development over a period of 3 years of relative digital media spendings measured
on the total advertising spendings is consulted. The required data is used from

Zenith Optimedia.

Economic growth

Formeasuring a countryds overal/l economic ac
indicator is the gross domestic product (GDP). It represents all goods and services
produced within a country. The GDP per capita divides the total value by the
average population for the same period of time (cf. IMF International Monetary
Fund 2017). The survey and comparison of this data with other countries leads to

findings concerning the living standards within a particular country.

Concentration in retailing sector

An additional criterion for best buy portals is the concentration in the retailing
sector. For fulfilling the business purpose of best buy portals, being the provision
of information on stationary retailing in forms of digital leaflets or offers, it is highly
relevant in what form the retailing sector is set and how concentrated it is. Experts
draw the conclusion that a low concentration means a lower necessity and

importance of best buy portals.
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The third dimension is retail market / door drop_market volume which is only

relevant for best buy. For classifieds the equivalent is classifieds market volume

which is explained subsequently.

Retail marketing expenditures

In order to set statements regarding the market potential for best buy models, the
marketing spending of retailers is a relevant size as marketplace ads are the
desired content. Therefore, it is necessary to find out how much the relevant target
group for best buy is spending on marketing. For the assessment the share of
gross retail advertising spending per country in relation to the total gross
advertising spending per country is used. Statista shows the needed retail media
spending per country and total media spending is again derived from Zenith
Optimedia. It needs to be mentioned that the author is aware that the market
potential cannot be mapped completely, thus retailers are the major source for
deriving a companyd6s mar ket potenti al

not considered within this calculation. The same is true for door drop expenditures.

Door drop expenditures

Another criterion rated as relevant is the expenditure for door drops. The criterion
is used to show the media spending for print door drops per household, which are
still very popular in this form. The unaddressed distribution of door drops in form of
hard copies is an important market indicator, as digital best buy portals are
building the virtual equivalent to it. For the calculation, two indicators are required,
the door drop spending per country and the number of households. The European
Letterbox Marketing Association keeps the spending on door drops for all
European Unions and creates reports on the spending which include the
distribution of print media such as leaflets, flyers, catalogues, brochures, free

newspapers and product samples (cf. ELMA no year).

For classifieds portals, the dimension classifieds market volume is applied

instead of retail market / door drop market volume.

Online classifieds revenues

In order to evaluate the market volume for classifieds portals, the online classifieds

revenues are considered. As differences in pricing models (e.g. one-time fee for
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listing vs. free listing), formats, audiences or reach exist, interviewed experts deem
it difficult to monetarize classifieds revenues. An indicator that can be used as a
reference value is the online classifieds revenue for B2B and B2C classifieds
portals, provided by Statista. That data does not include C2C classifieds, which
means that no revenue from flea market or second-hand trade platforms are
included (cf. Statista no year). Thus, all interviewed experts would refer to this
indicator.

Growth of online classifieds

Another criterion within this dimension is the growth of online classifieds. As it was
frequently rated within the primary market research as very important to consider
and refer to the development of various indicators, the growth of online classifieds
is assessed in addition. Therefore, the indicator compound annual growth rate of
digital classifieds is used. It covers the time frame of six years and is also provided
by Statista. By applying this indicator, conclusions can be drawn whether there is a

moderate growth, an intensive growth or even a decline.

Revenue per Internet user

Lastly, an indicator is set in order to express the profitability of classifieds portals
on a per-user basis. For this purpose, the revenue per Internet user was chosen. It
can be calculated by dividing the previously raised online classifieds revenus with
the number of Internet users. Within the present work, the value was taken from
Statista.

The last dimension applied within this stage refers to cultural circumstances.

Digital purchasing behavior patterns

Firstly, a criterion was selected which aims at deriving cultural differences in the
sense of purchasing behavior patterns with focus on digital activities. Mr. Berger
mentioned the fact that marketplaces are also working beyond cultural boundaries,
as in the end every culture is used to trading, either privately or in publicly (cf.
Berger, 12.05.2017) Thus, it is of main importance to collect and be aware of
| ocal s6 behavior al and buying patterns. V
customers. The analysis of e-commerce sales as percentage of the gross

domestic product (GDP) indicates if economic activitiesdepend on user so
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customs. In addition, the digital buyer penetration is evaluated. This gives
information about digitally-connected people who shop online. A high digital buyer
penetration suggests that a shift in retail mindset and dynamics is ongoing which is
of high importance for digital marketplaces. Two further critiera which are relevant
only for classifieds portals are the prominence of C2C transactions and the
prominence of flea market shopping. It is crucial to survey if citizens within a
country are used to buying things on theirselves or if they rely on agents. The
interviewed expert of Schibsted named and highlighted the classifieds vertical real
estate or jobs (cf. Respondent Schibsted 02.06.2017). For indicating this
circumstance, a secondary research is required, as no specific source refers
especially to this. Another fact that indicates the relevance of classifieds portals
within a foreign culture is the given prominence of flea market shopping. The
interviewed expert from Willhaben as well as an interviewed expert in cultural
aspects of foreign countries have highlighted the crucial meaning of this indicator.
For defining if flea market shopping (buying used things second-hand) is a trend in
the particular country, the sales forecasts of second hand goods per capita are

used.

Willingness to adpot innovations by customers

The conduction of expert interviews resulted in the derivation of an additional
criterion which is the willingness to adopt innovations by customers. Establishing
digital marketplaces as a kind of innovation at the same time bears risks for
customers. Therefore, by using the Uncertainty Avoidance Index of Hofstede, data
on the customersé willingness to innovate
the higher the extent to which people of a foreign culture feel threatened by
ambiguous or unknown circumstances. It can be concluded that decisions for

using products or services are made after carefuly analyzing available information.

Scalability interference

The last applied criterion within the dimension cultural circumstances is the
scalability interference. Cul tur al condi ti
positively or negatively. It is rated as highly important to be aware of those issues,
as they impair the scalability to a high degree. It can cause an adaptation of the
overall usability of the product, which can result in a lower perceived attractiveness

of a country framed by its cultural circumstances. As an indicator, it is referred to
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the type set, which means that difficulties due to linguistic usage exist. For
STYRIA, the existence of Latin letters and German or Englisch linguistic use is
rated as advantageous. Ot her wi se

negatively.

Dismissed pre-selction criteria which were rated by the interviewed experts as
irrelevant were the following:

1 Geographic conditions: Geographic conditions such as different time zones
are seen as cultural barrier within transnational teamwork. Thus, the
majority of interviewed experts do not rate this barrier as crucial for
determining a countryos attractiwv
(e.g. e-mail) clears this barrier to some extent.

1 Households with Internet access for assessing Internet usage: Criteria for
assessing the Internet usage within a country are essential. However, the
application of the indicator households with Internet access was stated by
the proband group of classifieds and best buy expert as unimportant.

71 Internet and telephony competition for evaluating Internet affordability: The
criterion Internet and telephony competition was rated as nice-to-have.
Hence, it was dismissed and is not applied. The criterion Internet

affordability is covered by the applied criterion mobile affinity.

The following figure summarizes the the used criteria for stage 2:
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Criterion

Maturity of

Mobile affinity

Mobile affinity

Technical compatibility

Internet penetration

digital
. gita Handling technological Integration of digital technology
infrastructure L. B
Change (DESI Digital Economy and Socienty Index)
Population Total population
Media spending total
Market Media spending Internet media spending total
.. Development rate of relative digital media spending
indicators

Economic growth

GDP per capita

Retail market

Concentration in retailing
sector

Retail marketing

Retail index indicating number of retailers

Retail marketing expenditure

by customers

/ door drop expenditures
volume Door Drop Expenditures Door drop media spending per household
Digital hasing behavi
igital purchasing behavior E-Commerce of GDP
pattern
Cultural Digital buyer penetration
circumstances Willingness for innovations

Uncertainty Avoidance Index

Scalability interference

Type set

Figure 24: Overview of Used Criteriai Stage 2 (BB) (own presentation)

Criterion

Maturity of

Mobile affinity

Mobile affinity

Technical compatibility

Internet penetration

infr:s.ltg:::lture Handling technological Integration of digital technology
change (DESI Digital Economy and Socienty Index)
Population Total population
Media spending Media spending total
Market Internet media spending total
indicators

Development rate of relative digital media spending

Economic growth

GDP per capita

Classifieds

Online classifieds revenues

Online classifieds revenues

market Growth of online classifieds Annual online classifieds growth rate

volume Revenue per internet user Online classifieds revenue per internet user
E-Commerce of GDP
Digital buyer penetration

Digital hasing behavi . .
I?;Ita purchasing behavior Prominence C2C transactions
Cultural pattern Prominence of flea market shopping (sales forecast
circumstances second-hand goods/capita)

Willingness for innovations
by customers

Uncertainty Avoidance Index

Scalability interference

Type set

Figure 25: Overview of Used Criteriai Stage 2 (CL) (own presentation)

After the decision on the final set of country selection criteria for stage two was
made, the criteria had to undergo a company-internal weighting process, as

explained above.
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8.3.3.3 Weighting of Criteria

According to literature, the weighting shall be conducted under coordination of
several persons in order to avoid or at least minimize an otherwise existing
subjectivity. The selected group of nominees shall be as heterogeneous as
possible. It is appropriate to choose representatives from different functional

divisions so that the valuation is based on different points of view.

The weighting for the present country selection model was done within a
company-internal workshop. The nominated strategic board consisting of
representatives from the digital marketplaces units was asked to intuitively weight
the dimensions, critiera and indicators applied in stages two and three. Each
participant has determined the respective weighting according to their estimate. As
the valuations differ, the individual opinions were averaged. The procedure which

was executed is described in detail below.

As within the present model, a dimension consists of criteria, and each criterion
often consists of more than one indicator, the weighting procedure is complex, too.
In order to visualize this complexity and to facilitate the weighting procedure, a

tabular overview for each business model is given in the following chapter.

Out of the treated weighting methods in chapter 5.6, the strategic board was asked
to do the weighting in form of a utility calculation. By allocating the weighting, the
varying degrees of each selection cri
criteria sets for stages two and three include a high number of criteria and differ in
their characteristics i in the sense of qualitative and quantitative criteria i the

utility calculation was recommended as weighting procedure.

The participants were asked to attribute an absolute weighting for the dimension,
the criteria and the indicator. They had to allocate points from 1 (not important) to
100 (highly important), whereby the average weighting of all participants was
taken. For this, different weighting categories were used. They are explained in the

following, as well as the sequence of the procedure for awarding the points:

100

t er i
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(1) Dimension weighting: All the defined selection criteria were grouped into
different dimensions. For each dimension, a particular weighting was
needed to be set.

(2) Criterion weighting: Only afterwards, all criteria that had been allocated to a
particular dimension were weighted.

(3) Indicator weighting: Some criteria consist of several indicators, which is why
a single weighting for each indicator was attributed in case it was necessary
to do so.

(4) Total indicator weighting: Afterwards, the total weighting of each indicator is
calculated by multiplying the (2) criterion weighting with the (3) indicator
weighting.

(5) Total criterion weighting: Out of the single dimensions, criterion and
indicator weighting, the total criterion weighting was calculated. The model
uses these values in order to calculate the desired score per criterion. This
means that the respective scoring-index for each country is calculated by

multiplying the respective scoring values with the weighting factors.

The calculation differs depending on the formation of each individual
criterion. If only one indicator forms the criterion, the total criterion weighting
is calculated as the following:

multiplication of the (1) dimension weighting with (2) single criterion
weighting

In the case of forming a criterion out of several indicators, the calculation
was done as the following:

multiplication of (1) dimension weighting with (4) total indicator weighting.

The following table shows the result of the weighting procedure for stage 2,

separated for the business models classifieds and best buy:
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Dimension Dimension
Weighting
Maturity of
digital 30%
infrastructure
Market
indicators 27%
Retail market
/ door drop 27%
volume
Cult
' ultural 16%
circumstances
Dimension Dimension
Weighting
Maturity of
digital 31%
infrastructure
Market
indicators 29%
Classifieds
market 23%
volume
) Cultural 17%
circumstances

Local Global o d 0
Criterion Weighting Weighting CIEate e
Mobile affinity 49% 15% Mobile affinity not neccessary
Technical compatibility 39% 12% Internet penetration not neccessary
. . Integration of digital technology
Handling technological 12% 4% (DESI Digital Economy and Socienty not neccessary
Change
Index)
Population 19% 5% Total population not neccessary
50% 5% Media spending total 34% 17%
Media spending 6% :;ter:\et media spen:hn% tc_)tald_ - 45% 23%
3% eve_ opment_ rate of relative digita 21% 11%
media spending
Economic growth 17% 5% GDP per capita not neccessary
Concentration in retailing 14% % Reta-ll index indicating number of 5 BTy
sector retailers
Retail n'.larketmg 49% 13% Retail marketing expenditure not neccessary
expenditures . i}
Door Drop Expenditures 51% 14% iz ey e SR (T not neccessary
household
Digital purchasing behavior 46% 4% E-Commerce of GDP 53% 24%
tt
pattern 3% Digital buyer penetration 47% 22%
Willingness for innovations 35% 6% Uncertainty Avoidance Index not neccessary
by customers
Scalability interference 19% 3% Type set not neccessary

Figure 26: Weighting 2" Stage BB (own presentation)

Local Global o d o
Criterion Weighting Weighting i g e
Mobile affinity 49% 15%  Mobile affinity not neccessary
Technical compatibility 39% 12% Internet penetration not neccessary
. . Integration of digital technology
Handling technological 12% 4%  (DESI Digital Economy and Socienty not neccessary
change
Index)
Population 23% 7% Total population not neccessary
Media spending 5% Media spending total 34% 18%
54% 7% Internet media spending total 45% 24%
3% Deve_lopment. rate of relative digital 21% 11%
media spending
Economic growth 23% 7% GDP per capita not neccessary
Online classifieds revenues 44% 10% Online classifieds revenues not neccessary
Growth of online classifieds 38% 9% Annual online classifieds growth rate not neccessary
Revenue per internet user 18% 4% S:\el:’ne SEEEiEE (EUEr e (et not neccessary
1% E-Commerce of GDP 15% 7%
. : . 1% Digital buyer penetration 15% 7%
Digital purchasing behavior 46% 3% Prominence C2C transactions 35% 16%
pattern . .
Prominence of flea market shopping
3% 35% 16%
(sales forecast second-hand
Willingness for innovations 35% 6% Uncertainty Avoidance Index not neccessary
by customers
Scalability interference 19% 3% Type set not neccessary

Figure 27: Weighting 2" Stage CL (own presentation)

The respective formula for the weighting calculation is entered within the Excel

template and is adaptable and changeable as well.

8.3.3.4

Comparability of the Data and Scoring

As the used market data differs in its dimension respectively data unit (e.qg.

percentage, index points, currency, number), it was necessary to make the data

comparable to each other to avoid data distortion. This was done by using the

magnitude scaling method. The absolute value of one indicator is relatively scaled
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in comparison to an anchor, which is the value of the comparatively best market.
The best value representing the anchor is set to 100, the others are scaled
accordingly by using this anchor.

Another fact which had to be considered was that a value could have a negative or
positive effect. This is manageable within the model by setting it to a positive or
negative value attribute with only one click. Two arrows are installed, for either a
positive attribute (green arrow up) or a negative one (red arrow down). The scaling
is adjusted automatically. By classifying an indicator as a positive attribute, the
highest value is used as an anchor for relative scaling, and by classifying an

indicator as a negative attribute, the lowest value is used as an anchor:

Criterion dicatc
Mobile affinity Mobile affinity A
Technical compatibility Internet penetration v ]
A
Integration of digital
Handling Technological technology A
Change (DESI Digital Economy and

Socienty Index)

Figure 28: Attribution of an Indicator as Positive or Negative (own presentation)

The following figure demonstrates the scoring of values:
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Country 1 Country 2

Weighted Weighted

Benchmark Value
Score Score

1,006 1,006 100,00 15,19 0,929 92,38 14,03
0,998 0,815 81,66 9,87 0,722 72,34 8,75
0,432 0,054 12,50 0,47 -0,054 -12,50 -0,47

DIMENSION
SCORE 25,53 22,31

Figure 29: Scoring Procedure (own presentation)

For each either positive or negative attributed indicator, the respective benchmark
which represents the before described anchor is set automatically. The market
data named as value was interpolated in order to set a score between the lowest
and highest grid points. By multiplying it with the respective weighting percentage,
the weighted score was estimated. The country with the highest total score

represents the most attractive country and is considered to get selected.

8.3.3.5 Design of Stage 2
Within this chapter, the modelling of the Excel file is presented. This means a
presentation of chapters 8.3.3.1 and 8.3.3.2 as Excel conception including the

performed criteria weighting is done.

The following figure illustrates the scoring method template which is used within

stage 2, intermediate selection:
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F G H 1 1 M 3 Q R s u

1 ;
2 [‘.@ 27 stage: INTERMEDIATE SELECTION e

m Soumi e

Dimension:

10
Local Global . . . Weighted ‘Weighted
=\ Criterion Weighting Weighting Indicator Dataunit  Value description Benchmark Value Value

11

Mobile affinity 49% 15% Mobile affinity A percentage % development rate 1,008 1,006 14,70 0,929 13,58

Weighting:

% of the L
Technical compatibility 39% 12% Internet penetration A percentage tot 0,998 0,815 9,55 0,722 8,46

0% population

Integration of digital
Handling Technological 2% 43 technology
Change (DES! Digital Economy and
Soclenty Index)

DIMENSION SCORE 24,70 I

Figure 30: lllustration Scoring Method Template within Stage 2 Intermediate Selection (own
presentation)

Maturity of Digital
Infrastructure

A percentage index development 0,432 0,054 0,45 0,054 -0,45

The template is designed for a capacity of 15 countries. If needed, it can be easily
extended, as the formatting can be taken over.

The result of this stage is a ranking of the remaining and pre-analyzed countries.
From this ranking, it has to be decided, how many of the countries are subject to

the final selection, which requires an in-depth analysis.

8.3.4 Stage 3: Final Selection

The selected countries pass over to stage 3, which is the final selection. Within
this stage, an in-depth analysis is conducted, which increases the level of
information demand and, at the same time, the resource effort. But it is also
adapted to the strategic approach of STYRIA. Up to this stage, countries which are
unsuitable for selection because of economic and technical restrictions were
evaluated, as well as countries which were dismissed in the second stage
because of an unattractive performance in fulfilling market and product-specific
characteristics. In this stage, it is time to assign a final attractiveness rating in the
sense of which of the remaining countries are most attractive for business

expansion.

8.3.4.1 Evaluation Method

Within the final stage, again a scoring method is applied. This stage is similar in
structure to the former stage. The difference lies in the character of the set of
criteria, which is described in chapter 8.3.4.2. The weighting procedure is the

same as in stage number two. By applying this method a second time, the final
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result is the reduction of a broad baseline of potential target countries to the most
attractive ones. Dependent on the companyos
decision of how many and which markets schould be selected is made.

8.3.4.2 Definition of a Second Set of Selection Criteria
The set of selection criteria for the final stage differs in the way that it requires a
much larger effort in market research than the set of criteria which is applied within

the second stage.

The applied set of criteria aims at assessing the competitive condition within the

foreign country. Those environmental circumstances were rated as highly
important by all interviewed experts. Only the application of it i wheter in stage 2
or stage 3 1 was evaluated differently. The expert interviewed from Schibsted
argued that competition is the most critical criterion to them and therefore does not
fit in the final selection, as there would be no purpose for further analysis if the
intensity is too high (cf. Respondent Schibsted, 02.06.2017). From a strategic
perspective, the valuations from internal experts as well as the final considerations
within the strategic board are of paramount importance, which is why competition
is analysed in the final stage. The justification is that competitive circumstances do
not directly minder a countrybés attractive
company size and business purpose. But for media with financial leeway, a market
with a high level of competition is not unattractive from the outset. In the end, it is a
rating of how much it takes to enter the most attractive market and, if necessary, to

attack the competitors.

Within this dimension, the following criteria and indicators are applied:
Competitive intensity

The existence of competition is an indispensable criterion when it comes to
country selection. The intensity of competition within a market can influence the
decision if a company will enter a country and how this will be done. It determines
how a company is affected by its competitors. The interviewed experts brought up
various considerations and mentioned numerous criteria, which are coming into
effect in this dimension. The first aspect determines the competitive concentration.
It is necessary to survey the number of firms which are seen as direct competitors.

It provides a first insight if the market is competitive or concentrated (cf. anon
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Scout24 20.06.2017). For digital marketplaces, it is crucial as their market
mechanism functions on the basis of the winner takes it all. Therefore, countries
with minor competition are desired, though having competitors can be valuable as
it creates more awareness of the business and illustrates the necessity to use the
digital marketplaces for advertising (cf. Respondent Finn.no 30.05.2017). Beside
the determination of the number of the present competitors, definiting the type of
competition is also important. This is handled by the indicator dominance of local
competitors. The mere existence of competitors does not mean at the same time
that they pose a serious threat. There is a difference between local companies
which might be start-ups, or companies which are already backed by foreign
investors (cf. Respondent Schibsted 02.06.2017). For instane, an interviewed
expert mentioned that funda.nl, which is a classifieds vertical for real estate,
belongs to a broker organization, making a market entrance for such a vertical
difficult. As digital marketplaces are facing a two-sided market, it has to be
guaranteed that customer potential in terms of demanders and suppliers is given
(cf. Respondent Scout24 20.06.2017). These issues are considered within this

indicator.

Competitorsdo performances

Another important aspect is the maturity of the competitive landscape. It forms the

expectations set by customers. Established products and their degree of

i nnovative solutions build an anchor which
fit according t o cust ome rRegpondend IMiendeoe X p e c t
29.05.2017). Therefore, a comprehensive product and service analysis has to be

done in order to evaluate the type of supply, meaning product and service features

as wel |l as the usability of the mar ket pl ace
the respective countryodos mamkhkestdt. dTlge t madt pmi
is evaluated separately by the indicator web- and smartphone performance. By
analyzing the digital presence of competit

information regarding the present innovative effort.

A dismissed pre-selction criterion which was rated as irrelevant by the interviewed
experts was the following:
1 De ma n d eonsurdption patriotism: This criterion was considered as

unimportant since it is covered by the final chosen criteria. Experts
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confirmed that for customers, changing costs do not exist and are virtually

zero in this business. The main thing that counts is the dominance of a

marketplace which attracts customers as well as innovative products with

high usability

f ul

filling customer so

The following figure summarizes the the used criteria for stage 3:

Criterion

Competitive intensit
Competitive P Y

Competitive concentration

Dominance of local competitors

conditions

Figure 31: Overview of Used Criteriai Stage 2 (CL) (own presentation)

Competitor's performance

Product market fit

Web- and smartphone performance

8.3.4.3 Weighting, Comparability and Scoring of Criteria

The weighting, comparabaility and scoring for the criteria was done in the same

way as explained in chapters 8.3.3.3 and 8.3.3.4. The result is represented in the

following figure:

Dimension  Dimension
Weighting  Criterion

Competitive

. 100%
conditions

Figure 32: Weighting 3rd Stage BB+CL (own presentation)

Local Global
Weighting Weighting g g
c titive int it 45% 22%: Competitive concentration 49% 22%
ompetitive Intensity 23% Dominance of local competitors 51% 23%
. 43% . Product market fit 79% 43%
Competitor's performance 55%
12% . Web- and smartphone performance 21% 12%
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8.3.4.4 Design of Stage 3
The following figure illustrates the scoring method template which is used within
the final selection in stage 3:

A B C E F 1 J o P Q R s T u v w

[ - (<) 3rd stage: FINAL SELECTION

Dimension:

N\ Criterion Indicator ata unit  Value description
n
Competitive intensity awarding for scare
Valuation system - low
Weighting: Competitive concentration ¥ # soore wins: 2 3 66,67 14,70 3 66,67 14,70
3 dominated " "
2 occupled
12 1 tess occupied
» awarding for score
£ Valuation system - low
o score wins:
5 start-up: 1 point
100% "E m'""_‘“ o v 2 media func:rum 2 points. 3 3 100,00 22,95 3 100,00 22,95
-] competitors N N N
S international presence:
o +1 point
> qual. foreign Investors:
13 B +1 point
=] Competitor's performance awarding for scare
3 Valuation system - low
E SCore wins:
° Product market fit v ¢ 1 disadvantages for 2 2 100,00 43,45 2 100,00 43,45
() Styria
2 comparable
3 advantages given
awarding for score
Valuation system - low
Web- and Smartphone score wins:
o v ¢ e 2 3 56,67 7,70 3 86,67 7,70
Mobile: 1 point
15 App: 1 point
16 SCORE

Figure 33: lllustration Scoring Method Template within Stage 3 Final Selection (own
presentation)

The completion of the final stage represents the final ranking of the most attractive
foreign target countries. For a comprehensive evaluation and rating, a developed
result spreadsheet was created showing the interim results of all stages and the

final result.

In accordance to the overall score which is weighted according to the derived
weighting procedure, an index is calculated. The index score aims at giving a
better understanding of how the results differ between the remaining countries and
eases the interpretation. Furthermore, a graphical visualization is provided, which
demonstrates the countryds score of t he

following:
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Final Country Results (Index)

Austria

Croatia 30 7 8 9

e - 8 ’ - -

0 50 100 150 200 250 300 350 400 450 500

W Maturity of Digital Infrastructure Market Indicators Classifieds Market Volume Cultural Circumstances Competitive Conditions

Figure 34: Diagram of Final Country Results BB (own presentation)

9. Usability Cross-Check of the Developed Country

Selection Models

The aim of this chapter is to apply the previously designed model by using the
software Microsoft Excel and real market data of the previously selected countries
in order to demonstrate the usability and cross-check its function. This also
demonstrates the handling of the model. As the country selection criteria for
classifieds and best buy portals differ, as explained above, both models are cross-

checked. It is indicated by citing BB for Best Buy and CL for Classifieds.

Concerning the country selection, which is used for the further analysis within this
thesis, it must be noted that for the usability cross-check, already tapped markets
are used for the most part. This was done to keep the effort for secondary
research manageable. STYRIA is already active in and has market knowledge of
Austria, Slovenia and Croatia, which is why those countries are used for the cross-
check. In addition, a new country was included, i.e. Scandinavian one, as they are

considered attractive from the strategic board of STYRIA.

As a result, the analyzed countries are the following: Austria, Slovenia, Croatia

and Norway.

110



Again, the aim of this thesis is not to conduct a market analysis, but to develop an
applicable model which is cross-checked within this chapter by the use of real
market data. Under normal circumstances, the model is intended to eliminate
unsuitable countries. As the starting position is set by a small number of countries
- i.e. only four countries - each stage is cross-checked by the analysis of those
four pre-selected countries without elimination to keep the information
procurement unchanged and high. The result of the cross-checked model is a

ranking of four markets without elminiation due to the trial analysis.

9.1 First Stage: Pre-Liminary Screening

Within the first stage, all four countries are checked according to the selected
criteria described in chapter 9.3.2.2, in order to eliminate countries which generally
are not considered because of insufficient technical infrastructure and prevalent

economic risks.

9.1.1 Sources of Criteria

Especially within the pre-liminary screening, where it is about assessing given
risks, it is crucial to use reliable sources in order to guarantee a valid outcome.
This is why only data received from international institutions recommended by
theory and interviewed experts is used. The following table represents the used

sources according to the particular criterion and indicator:

Criterion Indicator Source

The Global E :
Security | Unrest War Risk index @ lobal Lconomy;
Economic Credendo group
restriction Political Instability Political Stability Index World Bank
criteria Legal Risk | Legal System Regulatory Quality Index World Bank
. - . . The Economist
Economic Crisis Operations Risk Index . .
Intelligence Unit
Technical
OECD Broadband
restriction Technological Infrastructure Mobile broadband penetration ¥ _roa an
criteria statistics

Figure 35: Sources of Criteria for Stage 1 (BB) (own presentation)
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Criterion

Indicator Source

Economic
restriction
criteria

Security | Unrest

War Risk Index

The Global Economy;

Credendo group
Political Instability Political Stability Index World Bank
Legal Risk | Legal System Regulatory Quality Index World Bank

Economic Crisis

Operations Risk Index

The Economist
Intelligence Unit

Technical
restriction
criteria

Trade Restrictions on
Classifieds Vertical Real
Estate, Jobs, Cars

Technological Infrastructure

Existance of classifieds
(digital/print) for real estates,
jobs, cars

Mobile broadband penetration

OECD Broadband
statistics

Figure 36: Sources of Criteria for Stage 1 (CL) (own presentation)

Each source which is quoted is a directly implemented link from the specific

website. Additionally, an indicator description, the particular data unit and the

respective value description are given for better understanding and traceability.

9.1.2 Assessment of Criteria

The mentioned countries were assessed with regard to the selected set of

restriction criteria to demonstrate the functionality of the pre-selection stage. The

result is presented within the following figure:

Dimension:

N

Criterion

Indicator

Country 1

Data unit Austria

Country 2

Croatia

Country 3 | Country 4

Slovenia

Norway

Economic restriction criteria

Estate, Jobs, Cars

estates, jobs, cars

Security | Unrest War Risk Index index points 1 1 1 1
Political Instability Political Stability Index index points 1,19 0,58 1,15 0,92
Legal Risk | Legal System  Regulatory Quality Index index points 1,43 0,36 1,63 0,62
Economic Crisis Operations Risk Index rating B B C B
Trade Restrictions on Existance of classifieds

Classifieds Vertical Real (digital/print) for real yes/no no no no no

Dimension:

—_ Criterion
M O [ ]

U = o

e ded L

ER2yg

[¥] .E E Technological
v 5 Infrastructure
o

Indicator

Mobile broadband
penetration

Data unit

percentage

Country 1

Austria

Country 2 | Country 3 | Country 4

Croatia Slovenia

78,2 77,2 102,3 56,9

Figure 37: Assessment of Criteria for Stage 1 (CL) (own presentation)
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For each criterion and indicator, a minimum or maximum requirement for the value

was set in advance. By inserting the real market data, a conditional formatting

indicates if this required value is met by a country and thus not get eliminiated

from further analysis. If the requirement is fulfilled, the cell is shaded green,

otherwise it is shaded red. The definied minimum or maxium requirements are

explained in the following table:

Dimension:

N\

Economic restriction criteria

Criterion

Indicator

Data unit

Value description

min/max
requirement
of restriction

criterion

Austria

Security | Unrest War Risk index index points 1=low, 7=high <=4 1
-2,5 weak to 2,5 strong

Political Instability Political Stability Index index points average f. 2015 was <=-1,4 1,19
-0.04 points
-2,5 weak to 2,5 strong

Legal Risk | Legal System Regulatory Quality Index index points average f. 2015 was <=-0,60 1,43
-0.02 points
A= not ri E= t

Economic Crisis Operations Risk Index rating not risky, mos <=C B

risky

Dimension:

Technical
restriction
criteria

Criterion

Technological
Infrastructure

Indicator

Mobile broadband
penetration

Data unit

Value description

mobile broadband

rcentage
= g suscriptions

min/max
requirement
of restriction

criterion

>253,07

78,2

Figure 38: Value Requirement for Restriction Criteria BB (own presentation)
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Dimension:

N\

Economic restriction criteria

Criterion

Indicator

Data unit

Value description

min/max

requirement
of restriction

criterion

Security | Unrest War Risk Index index points 1=low, 7=high <=4 1
-2,5 weak to 2,5 stron ¢

Political Instability Political Stability Index index points average f. 2015 was - <=-1,4 1,19
0.04 points.
-2,5 weak to 2,5 stron ¢

Legal Risk | Legal System  Regulatory Quality Index index points average f. 2015 was <=-0,60 1,43
-0.02 points
A=notri E= 1

Economic Crisis Operations Risk Index rating risk;w risky, s <=C B

Trade Restrictions on Existance of classifieds s = o free trade

Classifieds Vertical Real (digital/print) for real yes/no b no no

Estate, Jobs, Cars

estates, jobs, cars

no = free trade

Dimension:

criteria

Technical
restriction

Criterion

Technological
Infrastructure

Indicator

Mobile broadband
penetration

Data unit

percentage

min/max

Value description

mobile broadband
suscriptions

requirement
of restriction

Austria

criterion

>=53,07 78,2

Figure 39: Value Requirement for Restriction Criteria CL (own presentation)

Stage one is prepared for analyzing fifteen countries. Those can be easily

extended to a higher number of countries. To do this, only the formatting needs to

be adapted.

9.1.3 Results of the First Stage

The application of the first stage eliminates those countries that do not fulfill

required circumstances pictured by the applied restriction criteria. As mentioned

above, a conditional formatting visualizes if a country needs to be eliminated from

further analysis.

Additionally, the spreadsheet of stage 1 includes a traffic light system to easily

recognize the final result of the pre-selection phase.
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Country 1 | Country 2 | Country 3 | Country 4 | Country 5

Austria Croatia Slovenia

Norway

RESULT OF ANALYZED COUNTRIES

KEY:
@ countinuing analysis --> forward to stage 2

@ restricted from further analysis --> country is

Figure 40: Traffic Light System Stage 1 (BB+CL) (own presentation)

A green ligh indicates that the specific country is subject to further analysis and is
forwarded to the second stage, the intermediate screening. A red light indicates
that the specific country is restricted from further analysis and is therefore

eliminated due to the non-fulfillment of a criterion.

In this case, all of the four analyzed countries are forwarded to the second stage of
the analysis. None of the countries shows risks for local security issues or unrest
in terms of civil wars or conflicts of all forms. It is a group of politically stable
countries as the values of all countries point towards strong social and political
stability. The ability of the government to create and implement sound policies and
regulations within a country is also rated positively just as the operational risk,
which does not show any signs of abnormality. Concerning the technical
infrastructure, differences become apparent. Norway shows the highest value
(102,3 percent of mobile broadband penetration) and indicates a well-pronounced
technical infrastructure, whereas Slovenia shows the lowest expression with a
value of 56,9 percent mobile broadband penetration. Nevertheless, it is above the

requirement which is 53,07 percent.

The analyzed countries Austria, Croatia, Norway and Slovenia are passed on to
the second stage i the intermediate screening.

The assumption made by the interviewed experts has thus been confirmed. The
analysis of countries with a comparable level of development will not show major
differences within the first pre-liminary stage. However, it does not change the
necessity of this stage, as it could be the case that the analysis of other countries
shows considerable differences. In this case, it has been assumed that the four
selected countries will not be restricted in the first stage.
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9.2 Second Stage: Intermediate Screening

The aim of the second stage is to reduce the number of remaining countries
further, due to to their relative unsuitability for establishing digital marketplaces.
The remaining countries, which had not been eliminated because of either
economic risks or insufficient technical infrastructure, are analysed further on.
Within this stage, they are analyzed regarding their country attractiveness,
specifically focusing on the market and the product. The evaluation is done by
applying the scoring method. Again, first the used sources are indicated, as well
as information regarding the assessment of criteria and the interpretation of results

is given.

There are still the same four countries under consideration: Austria, Croatia,
Norway and Slowenia. As the applied criteria set differs for the both business

models classifieds and best buy (in contrast to the first and third stage), the

following chapters are dealing with both separately.

9.2.1 Sources of Criteria

Within the second stage, the following sources were used for the particular criteria

and indicato

rs:

Criterion dicato 0
Mobile affinity Mobile affinity Statista
Maturity of Technical compatibility Internet penetration Statista
digital Integration of digital technology
infrastructure Handling technological (DESI Digital Economy and European Commission
Change .
Socienty Index)
Population Total population The World Bank
Media spending total Zenith Optimedia
Media spending I[;1ter:1et media spen:m% tc_)tal Zenith Optimedia
Market fe\:re opmer_1t rate o_ relative e Tl
indicators digital media spending

Economic growth

GDP per capita

International Monetary

expenditures

Fund
Concentration in retailing Retail index indicating number of .
. Retail-Index
sector retailers
. Retail keti g . . x
Retail market etail marketing Retail marketing expenditure Statista

by customers

/ doc:r drop Door Drop Expenditures Door drop media spending per Statista; ELMA European
volume P EXp household Letterbox Marketing
Digital purchasing behavior E-Commerce of GDP Statista
pattern o ; .
Cultural il o . Digital buyer penetration Statista
circumstances tiingness for inhovations Uncertainty Avoidance Index Geert Hofstede

Scalability interference

Type set

Central Intelligence
Agency

Figure 41: Sources of Criteria for Stage 2 (BB) (own presentation)
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Criterion

Indicator Source

Maturity of
digital
infrastructure

Mobile affinity

Mabile affinity

Statista

Technical compatibility

Internet penetration

Statista

Market
indicators

Handling technological
change

Population

Integration of digital technology
(DESI Digital Economy and
Socienty Index)

Total population

European Commission

The World Bank

Media spending

Media spending total

Zenith Optimedia

Internet media spending total

Zenith Optimedia

Development rate of relative
digital media spending

Zenith Optimedia

Classifieds
market
volume

Economic growth

GDP per capita

International Monetary
Fund

Cultural
circumstances

Online classifieds revenues Online classifieds revenues Statista
A L onli lassified th
Growth of online classifieds nnuat onfine classineds grow Statista
rate
. Online classifieds revenue per .
Revenue per internet user ) Statista
internet user
E-Commerce of GDP Statista
Digital buyer penetration Statista
Digital purchasing behavior Prominence C2C transactions -
pattern Prominence of flea market
shopping (sales forecast second- Statista

hand goods/capita)

Willingness for innovations
by customers

Uncertainty Avoidance Index

Geert Hofstede

Scalability interference

Type set

Central Intelligence

Figure 42: Sources of Criteria for Stage 2 (CL) (own presentation)

Each source which is quoted is a directly implemented link from the specific

website. Additionally, an indicator description, the particular data unit and the

respective value description are given for better understanding and traceability.

9.2.2 Assessment of Criteria

Within this stage, the countries are screened according to the defined set of

criteria which was explained in chapter 9.3.3.2. It consists of the following four

dimensions:

1. Maturity of digital infrastructure (BB+CL)
2. Market indicators (BB+CL)
3. Retail market/door drop market volume (BB) respectively Classifieds

market volume (CL)

4. Cultural circumstances (BB+CL)

In the following, it is explained how the handling of this stage has to be conducted

in each dimension.
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Beginning with the first dimension, maturity of digital infrastructure, settings need
to be made for each indicator if the indicator has a positive or negative effect. This
IS important so that the relative value scaling is done properly. As explained in the
chapter 9.3.3.4, either the highest or the lowest value is set as an anchor (hamed

as benchmark within the template) and the others are interpolated according to it.

Firstly, a look on the first dimension and its handling is provided, which is repeated

in every dimension.

Country 1

Dimension:
=, Criterion dicato Data Be i Weighted
Score
—
10
5
"O_D = Mobile affinity Mobile affinity A percentage 1,006 1,006 14,70
e%
[T
-~
> ) o )
= © Technical compatibility Internet penetration A percentage 0,998 0,815 9,55
e
= L
‘E; c Integration of digital
Handling Technological technology

t 0,432 0,054 0,45

E Change (DESI Digital Economy and A percentage ! ! !
Socienty Index)
DIMENSION
24,70
SCORE

Figure 43: Assessment Maturity of Digital Infrastructure (BB+CL) (own presentation)

Beginning with mobile affinity, the indicator has a positive effect. This is why the
upward arrow is selected within the drop-down field. It is depicted in percentage.
When filling out the model, it has to be considered that percentages need to be
filled in as numbers. Mobile affinity in Austria has a value of 100,6 percent, which
is numerically 1,006 and at the same time the benchmark, as all other countries,
show a lower percentage for this critiera.

Technical compatibility with its indicator Internet penetration has as well a positive
effect. The higher the Internet penetration, the higher is the portion of the
population that has Internet access. It is assumed that a high technical affinity for
digital offers such as digital marketplaces classifieds and best buy follows from
this. The value for Austria is 81,5 percent, and lags behind Norway with an

outstanding value of 99,8 percent.
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The last criterion within this dimension, i.e. handling technological change, has a
positive attribute, which means the higher the percentage, the higher is the
of

busi nessesb®b

t he

degr ee
busi nesd dgtaizatrefgpm 2015 to 2016 was 5,4 percent above

digitalization compar

the European average. Leading the pack was Norway, having a degree of

digitalization of 43,2 percent and representing the benchmark for this indicator.

After the value is inserted for each criterion and indicator, the score is calculated
referring to the benchmark and scaled interpolated to a total value of 100.
Subsequently, the score is then multiplied with the weighting and results in the
weighted score. Each dimension provides a total weighted dimension score for

each country in the end. For the first dimension (1) the following picture emerges:

Country 1 Country 2 Country 3 Country 4

Austria Slovenia

Dimension:

N

Criterion Indicator Data unit Benchmark

Weighted - Weighted - Weighted - Weighted
Score Score Score Score

Maturity of Digital
Infrastructure

Mobile affinity

Technical

Mobile affinity

Internet

Handling Technological

A percentage

A percentage

Integration of digital
technology

A percentage

1,006

0,998

0,432

1,006

0,815

14,70

9,55

0,929

0,722

0,054

0,45

-0,054

13,58

8,46

0,45

0,999

0,998

0,432

14,59

11,70

3,60

0,708

0,756

0,243

10,34

8,86

2,03

(DES! Digital Economy and
Socienty Index)

Change

DIMENSION

SCORE 24,70

Figure 44: Assessment Maturity of Digital Infrastructure in Total (BB+CL) (own presentation)

The assessment of the second dimension, market indicators, has to be handled

thusly:
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Country 1

Criterion dicato Data Weighted
Score

Population Total population A # 8.754.413 8.754.413 5,13
Media spending

Media spending total A Currency 1.832.000.000 € | 1.832.000.000 € 4,59

Internet di di

t:t::" media spending A Currency 754.865.000 € | 390.000.000€ 3,14

Development rate of relative

Sl e s percentage 0,133 0,121 2,57
Economic growth GDP per capita A Currency $73.450 $43.790 2,74
Concentration in retailing Retail index indicating
sector number of retailers A # 212 212 3,78

DIMENSION
21,94
SCORE

Figure 45: Assessment Market Indicators (BB) (own presentation)

All the applied criteria and their indicators have a positive effect, which is why the
highest respective value is used as the benchmark for scaling. This dimension is
almost equal for both business models, only one criterion is not applied for
classifieds, which is the concentration in the retailing sector. The assessment of

each criterion is explained by looking at the final dimension score pictured for each

Dimension:
"\ Criterion Indicator Dataunit  Benchmark Weighted |\ jye | Welehted Value Weighted |\ 1ue [ Welhted
Score Score Score Score
Population Total population A # 8.754.413 8754413 | 513 4200000 2,46 5320045 | 3,12 1972126 1,16
w
2 Media spending
S Media spending total A Currency  1.832.000.000 € | 1.832.000.000€ 4,59 | 199.668.000€ 0,50 | 1.676.660.000€ 4,20 | 885.000.000€ 2,22
©
= Internet media spendi
‘g t';::"e media spending A Currency 754.865.000 € | 390.000.000 € 3,14 18.887.500€ 0,15 754.865.000€ 6,08 51.000.000€ 0,41
t)' of rel
Development rate of relative
X E e T it e percentage 0,133 0,121 2,57 0,094 1,99 0,116 2,48 0,133 2,84
2
Economic growth GDP per capita A Currency $73.450 $43.790 2,74 $12.050 0,75 $73.450 4,59 $21.060 1,32
Concentration in retailing ~ Retail index indicating A B . . e s - 15 - 103 1a4
sector number of retailers
DIMENSION
yARCZ 8,09 23,22 9,77
SCORE ’ ’

Figure 46: Assessment Market Indicators in Total (BB) (own presentation)

Within this dimension, Norway indicates the highest score, followed by Austria,
Slovenia and Croatia. This results from:
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1 Population: Indicating the total population of the respective country means
visualizing the number of citizens containing the possibility that each of
them could use digital marketplaces. Austria shows the most citizens with
8.75 millions, followed by Norway with 5.32 millions. Croatia shows 4.2
million and Slovenia is ranked the lowest with only 1.97 million.

1 Media spending: This criterion is rated as the most important within this

dimension by giving it a local weight of 50 percent. Thus, Austria shows the
highest total media spending, Norway outweighs with an Internet media
spending of 754.9 mio. EUR, followed by Austria and Croatia. Thus, Austria
is leading in the next indicator, the development rate of digital media
spending compared to the total media spending by showing a percentage of
12.1, closely followed by Norway with 11.6 percent.

1 Economic growth: In terms of economic growth, Norway owns the highest
GDP with 73.4 thousand USD per capita and a weighted score of 4,59,

compared to Croatia with a score of 0,75.

1 Concentration in retailing sector (only used for BB): In this dimension,

Austria and Norway head the field as well. According to the Retail-Index,
Austria has 212 retailers. Within this criterion, the other three countries are
closely interrelated, which is visible in their score: Norway 2,76, Croatia
2,23, Slovenia 1,84.

Overall, for best buy portals, Norway is within this dimension the most attractive
country with a score of 23,22, followed by Austria with 21,94. The significant
difference to Slovenia with 9,77 and Croatia with 8,09 results from the criterion
media spending, which was weighted as the most important. The assessment of
this dimension for classifieds portals, which only differs as the last criterion retailer

concentration is excluded, shows a similar rating, based on the same reason.
Assessing the third dimension, there are considerable differences between the two

business models. For classifieds it is the classifieds market volume and for best

buy it is the retail market/door drop volume. Both are explained in the following:
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Country 1

Dimension:

Criterion dicato Data

Retail Marketing

Expenditures Retail marketing expenditure A Currency 1.588.900.000 € | 1.588.900.000 € 13,23

Door drop media spending
per household

Retail Market/
Door Drop
Volume

Door Drop Expenditures A Currency 90,43 € 51,58 € 7,85

DIMENSION

SCORE

Figure 47: Assessment Retail Market/Door Drop Volume (BB) (own presentation)

Within this dimension consisting out of two criteria, both of them have a positive
effect. The higher the retail marketing expenditure the better, and the same is true
for the door drop spendings per household, expressed in Euro.

The assessment of each criterion is explained by looking at the final dimension

score pictured for each country.

Counn 2 Goune

Austria

Dimension:

Indicator Dataunit  Benchmark Value Value pectehied
Score Score

1.588.900.000€ 13,23
51,58€¢ 7,85

21,08 : 26,64

Criterion

Retail Marketing
Expenditures

Retail marketing expenditure A Currency 1.588.900.000 € 1.545.766.660 € 12,87 398.250.000 € 3,32

Volume

98.850.600 € 0,82

S
I
£§
P
o
=L
=0
30
)

[-4

Door drop media spending

Door Drop Expenditures % T O

A Currency 90,43 € 90,43€ 13,77 28,57€ 4,35

DIMENSION
SCORE

Figure 48: Assessment Retail Market/Door Drop Volume in Total (BB) (own presentation)

Within this dimension Norway again seems to be the most attractive country and
Croatia by far the least:

1 Retail marketing expenditures: As the retail marketing expenditure is rated
as one of the most important criteria, it is no surprise that Austria, with a
total of 1.59 bn. retail marketing expenditures, slightly followed by Norway
with 1.55 bn. EUR, take over the score significantly.

1 Door drop expenditures: The same is true for door drop expenditures
pictured per household. Here, Norway with 90 EUR even leads clearly
before Austria with 52 EUR, in contrast to Croatia with 3 EUR.

According to that, the highest dimension score has Norway with 26,64 EUR,
compared to Croatia with the lowest score of 1,35 EUR.

For classifieds, the exact same picture is repeated.
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Country 1

Dimension:
4 N\, Criterion dicato Data
[}
w E
E E Online Classifieds Revenues Online classifieds revenues A Currency 267.000.000 € 88.000.000€ 32,96 3,34
— O
= > Annual online classifieds
[T e . .
g m Growth of Online Classifieds i e A percentage 0,038 0,035 92,11 8,05
—
Vs
2 Revenue per Internet user Onllr\e o=t A Currency 58,42 € 13,35€ 22,85 0,95
per internet user
DIMENSION
12,33
SCORE

Figure 49: Assessment Classifieds Market Volume (CL) (own presentation)

Again, the three contained criteria are positive in their characteristics, in the sense

that a high value is desired.

Looking at the total score, the statement, which was previously given for the retail

market/door drop volume, is again true in this dimension for classifieds:

Country 1 Country 2 Country 3 Country 4

Austria

[ hcater] Data unit Benchmark Retaliied Weighted Weighted Value Weighted
Score Score Score Score

267.000.000 € 88.000.000 € 3,34 267.000.000 € 10,12 8.300.000 € 0,31

Dimension:

Criterion

Online Classifieds Revenues  Online classifieds revenues A

Currency

" y Annual online classifieds
Growth of Online Classifieds rm e A percentage 0,038

0,035 8,05 0,038 8,74 0,020 4,60

£
55
23
=
v
wn
[}
-
UIU
=

Online classifieds revenue
per internet user

13,35 € 0,95 58,42 € 4,14

23,00 5,33

Figure 50: Assessment Classifieds Market Volume in Total (CL) (own presentation)

Revenue per Internet user A Currency 58,42€ 585€ 041

DIMENSION
SCORE

1 Online Classifieds Revenues: Online classifieds revenues are by far the

highest in Norway, which account for 267 mio. EUR. Austria ranks in the
middle with 88 mio. EUR. Croatia and Slovenia are close together with a
score difference of 0,07.

1 Growth of online classifieds: The compound annual growth rate is the

highest in Norway with 3,8 percent, but closely followed by Austria with 3,5
percent. It is visible that in Slovenia, classifieds is growing, as it indicates a
growth rate of 2 percent, which should not be disregarded.

1 Revenue per Internet user: The revenue per Internet user is of course

closely related to online classifieds revenues, which is why Norway leads
again with a value of 58,40 EUR compared to Croatia with 3,40 EUR.

According to that, Norway has the highest dimension score, followed by Austria.
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The | ast dimension within this stage
very similar for classifieds and best buy. Only one criterion is attributed negatively
this time, namely the willingness for innovations by customers indicated by the

uncertainty avoidance index.

Country 1

Dimension:
=, Criterion dicato Data Be 3 alue Weighted

Score
w .. . .
o E;gt'tt:rlnp"mh“'"g behavior o - smmerce of GDP A percentage 0,019 0,012 66,49 0,78
Q
c
m Y .

uyer Penetration percentage A , 5 .
1;; Digital B Penetrat A tag 0,715 0,676 94,55 1,11
a :romme.nce cac A # 1 1 100,00 2,74
et ransactions
—
S Prominence of flea market
[+ shopping (sales forecast A Currency 27,87 € 27,87 € 100,00 2,74
[ .
=] second-hand goods/capita)
)
5 ;N;Itl:t\sgtr;:::r innovations :.:‘r:;irtalnty Avoidance v s 50 70 71,43 425
Scalability interference Type set A # 3 3 100,00 3,23
DIMENSION
14,84
SCORE

Figure 51: Assessment Cultural Circumstances (CL) (own presentation)

The assessment of criteria works the same as within the previously explained
dimensions. The only difference is in the valuation of two indicators, namely
prominence C2C transactions and type set. The valuation for those two is done via
a point score. Within the indicator prominence of C2C transactions, it has to be
evaluated if within a country people are used to rely on agents or buy things
themselves when it comes to the classified verticals real estate, jobs and cars. No
general source can be recommended, as this task requires desk research. Within
this case, the author had a look at the existence of already established platforms
where derivations could be made from, if those verticals are traded via C2C
transactions or not. If the prominence is given, the country is valued with 1, if not, it
is valued with 0. The scaling works the same as above. The same is applied for
the type set. In order to derive scalability interferences according to differences in
language usage, different sources need to be analyzed in order to determine
wheter Latin letters i which are desired 1 are used or not. The point score is done
as the following: if Latin letters are used, 1 point is awarded. If English or German
is used in addition, an extra point for each is awarded. This results in a value

scope ranging from 0 to 3, whereby the highest is the best value.
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The final score of this dimension for each country is pictured in the following:

Country 1 Country 2 Country 3 Country 4

Austria croatia Stovenia

(T Data unit Benchmark petalied Value Weighited Value Welzited Value Weiglited
Score Score Score Score

E-Commerce of GDP A percentage 0,019 0,012 0,78 0,008 0,53 0,019 1,17 0,007 0,43

Dimension:

N

Criterion

Digital purchasing behavior
pattern

Digital Buyer Penetration A percentage 0,715 0,676 1,1 0,484 0,79 0,715 1,17 0,641 1,08

Prominence C2C

# 1 1 2,74 1 2,74 1 2,74 1 2,74
transactions A 4 4 4 ’

Prominence of flea market
shopping (sales forecast A Currency 27,87¢€ 27,87€ 2,74 162€ 0,16 643€ 063 059€ 006
second-hand goods/capita)

Willingness for innovations  Uncertainty Avoidance
by customers Index

Cultural Circumstances

v index points 50 70 4,25 80 372 50 5,95 88 3,38

Scalability interference Type set A # 3 3 3,23

2 2,15 2 2,15 2 2,15
DIMENSION
SCORE 14,84 10,09 e “

Figure 52: Assessment Cultural Circumstances in Total (CL) (own presentation)

For the total assessment, the version for classifieds is pictured, as it just contains
two indicators more within the criterion digital purchasing behavior pattern than for
best buy. Picturing the cultural circumstances, another picture contrary to the
previous dimensions is given. Austria is leading with a total score of 14,84,
followed by Norway with 13,82, Croatia with 10,09, and Slovenia with 9,81. These
numbers result from:

9 Digital purchasing behavior: Within this dimension, this criterion with its

underlying indicator is the most crucial one. Norway possesses the highest
E-Commerce of GP and digital buyer penetration, but the prominence of
flea market shopping (only relevant for CL) is not as high as in Austria
which indicates an outstanding value of 27,87 EUR. Slovenia shows the
lowest value of 0,59 EUR sales of second-hand goods per capita (only
relevant for CL) and significant differences in purchasing behavior for
classifieds.

1 Willingness for innovation by customers: By the means of the Uncertainty

Avoidance Index from Hofstede, it is indicated that citizens of countries with
a weak score show a relaxed attitude towards innovations, such as digital
marketplaces. Norway shows the lowest value with 50 index points, while
Slovenia scores highest with 88 index points, which leads to the assumption
that Slovenians are more skeptical when it comes to using digital
marketplaces.

 Scalability interference: Within this criterion, it is indicated that within the

present four countries, no crucial difficulties concerning differences in the
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respective type set occur. All four countries are show a high value, which is
desired.
The total score of best buy is changing, as the dimension weighting slightly differs
as well as the two indicators prominence of C2C transactions and prominence of
flea-market-shopping dropped. For best buy portals, the most attractive country
within this dimension is Norway with a dimension score of 14,99, followed by
Austria with 12,90, Slovenia with 9,74 and Croatia with 9,62.

After assessing all criteria according to the four dimensions named above, the total

result of the second stage is visible.

9.2.3 Results of the Second Stage

The total result is visualized within a final scoring table:

SCORING TABLE

Maturity of Digital Infrastructure ‘

Retail Market/ Door Drop Volume ‘

TOTAL SCORE 80,63 “ 94,74 48,41

Figure 53: Scoring Table 2" Stage BB (own presentation)

Country 1 Country 2 Country 3 Country 4
SCORING TABLE
Maturity of Digital Infrastructure

Classifieds Market Volume ‘

Figure 54: Scoring Table 2" Stage CL (own presentation)

Additionally, to the final score on an overall index is calculated for each country
based on a sum norming calculation. This enables a better comparison of each
countries regardless of the values of the individual criteria. According to this result
and its characteristic, it has to be decided how many countries are heading over to
the next and final stage, and which country requires an in-depth screening. This
depends on the significance of the present index values as well as on the resource

effort which can be applied by the company up to the time of implementation of the
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analysis. The author recommends to head on to the next stage with a maximum of

five countries. Nevertheless, the template is prepared for up to 10 countries.

9.3 Third Stage: Final Screening

The selected countries pass over to stage 3, which is the final selection. Within
this stage, an in-depth analysis is conducted, which increases the level of
information demand and at the same time the resource effort. But it is also
adapted to the strategic approach of STYRIA. Up to now, countries which are not
suitable for selecting because of economic and technical restrictions were
evaluated, as well as countries which were dismissed in the second stage
because of an unattractive performance in fulfilling market and product-specific
characteristics. Now is the time to assign a final attractiveness rating in the sense

of expanding to the reminaing most attractive countries.

9.3.1 Sources of Criteria
Within the last stage, criteria are applied which indicate a competitor analysis.
Therefore, no specific sources can be mentioned at this point. Desk research is

required.

9.3.2 Assessment of Criteria

For the final screening, the focus lies on a comprehensive competitor analysis.
The criteria are selected as a summary concerning the competitive situation within

a country.

The applied set of criteria comprises the following:
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Austria

Dimension:
) Weighted
Criterion Indicator Data unit  Value description Benchmark ;ir:

Competitive intensity awarding for score
Valuation system - low

. . score wins:
Competitive concentration Y # 3 dominated 1 3 7,35
2 occupied
1 less occupied
awarding for score
Valuation system - low
score wins:
start-up: 1 point
¥ # media concern: 2 points 1 3 7,65
international presence:
+1 point
qual. foreign investors:
+1 point
Competitor's performance awarding for score
Valuation system - low
score wins:
Product market fit v # 1 disadvantages for 1 2 21,73
Styria
2 comparable
3 advantages given
awarding for score
Valuation system - low
Web- and Smartphone score wins:
performance Desktop: 1 point
Mobile: 1 point
App: 1 point

Dominance of local
‘competitors

Competitive conditions

DIMENSION

SCORE 44,43

Figure 55: Assessment Competitive Conditions (BB+CL) (own presentation)

As the figure shows, within this stage all applied criteria and indicators have a
negative effect. The lowest value of each indicator is set as an anchor. The

valuation is done by means of a point score and is presented in the following:

1 Competitive intensity: For assessing the competitive concentration, the
number of direct competitors which are present in the country are evaluated
and awarded points from 1 to 3, where the lowest score is the most
attractive one. For the indicator competitive concentration, the valuation
scheme comes into effect: 1 point if the country is less occupied, 2 points if
a country is occupied, and 3 points if a country is dominated. In order to
evaluate the competitorsdé dominati on, t
applied: 1 point if it is merely about start-ups or 2 points if a media concern
is active within this particular country. In each case, there is an extra point
is awarded if an international presence or foreign investors are participating.
The valuation scale ranges from 1 to 4.
T Competitords performance: I n order to gi
product market fit, a product and service analysis has to be done in order to

examine the maturity ofSTYRWeholdsthempewt i t or 0
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t hat t he competitoros of SEYRIAO sarer ordatc t
because of disadvantages on the compet:]i
STYRIAOGs pr oduct blej Zpoiotoarepasvarded, and if STYRIAG s

respective product shows disadvantages compared to the competition, 3

points are awarded. The lowest score is desired. The second indicator

within this criterion is the web and smartphone performance, monitoring the
competitords maturity of digital propert
formidable web-, mobile- and app-performances. For each distribution

channel 1 point is awarded. The highest score means that the respective

product is digitally mature. The valuation score ranges from 1 to 3.

The author wants to mention that in this stage, the value assessment of the
dimension competitive conditions was done approximately, as not the country
analysis itself is the aim of this thesis, but the provision of a country selection
model. In order to test the developed model whithin this usability cross-check,
grades accor di ng -related knovdedge are bufficiedtsto preseht

the stageds handling.

Austria N jorway Slovema

0 Weighted Weighted Weighted Weighted
Ind‘camr S -

Competitive concentration W #

Dimension:

N Criterion
Competitive intensity

1 3 7,3 7,3 1 22,08 1 22,08

1 less occupied

awarding for score
Valuation system - low
score wins:
start-up: 1 point

v o# media concern: 2 points 1 3 7,65 3 7,65 2 11,48 1 22,95
international presence:
+1 point

Dominance of local
competitors

qual. foreign investors:
+1 point

Competitor's performance awarding for score
Valuation system - low
score wins:

Product market fit v ¢ 1 disadvantages for 1 2 21,73 2 21,73 1 43,45 1 43,45
Styria
2 comparable

Competitive conditions

3 advantages given
awarding for score
Valuation system - low
Web- and Smartphone - B score wins: ) 5 770 5 770 R 1,55 ) 11,55
performance Desktop: 1 point
Mobile: 1 point

App: 1 point

DIMENSION
44,43 44,43 88,53 100,00

Figure 56: Assessment Competitive Conditions in Total (BB) (own presentation)

For demonstrating the reliability of the final selection stage, the values for the
business model best buy are considered. As Austria is STYRIAGs home mar ke
the values are assessed from an external perspective, meaning that STYRIA is

considered as a competitor.
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1 Competitive intensity: Having a look at the competitive intensity, it becomes

clear that two markets are considered as dominated and the type of
competition is of a strong nature. The presence and domination of the
media group STYRIA within the markets Austria and Croatia are showing
little attractiveness for foreign companies. On the other hand, Norway and
Slovenia are less occupied and, therefore, very attractive.

T Competitor 6s Thie reffecds asamelic the: scoring within this

criterion. Norway and Slovenia are both considered attractive because of
the fact that the established products hardly represent a disadvantage for
oneds own product market fit aperiesias wel

not fully developed.

9.3.3 Results of the Third Stage

The total result is visualized within a final scoring table, same as in stage 2. After
completing all three stages, it is considered to move on to the spreadsheet
AResultso. An omofaliresditdisgivensual i zat i

The following table provides the scoring as well as the index for each dimension

per country as well as in total per country.

Result STAGE 3 - - -

Competitive Conditions

88,53 100,00
Index 44 44 89 100

Figure 57: Scoring Table 3" Stage BB (own presentation)
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country ! country :
FINAL RESULT

Slovenia

Weighted

Maturity of Digital Infrastructure

Weighted

Score
Market Indicators

Weighted

Score
Cultural Circumstances

Weighted

Score
Competitive Conditions

io

FINAL SCORE Weighted 125,06 85,07 183,27 148,41
Score

68 46 100 81

Index Index

Figure 58: Final Result Assessment BB (own presentation)

The results are additionally visualized within a diagram shown below:

Final Country Results (index)

Austria

o _ ) _
B _

50 100 150 200 250 300 350 400 450 500

Croatia

o

B Maturity of Digital Infrastructure = Market indicators Retail Market/ Door Drop Volume & Cultural Circumstances = Competitive conditions

Figure 59: Diagram of Final Country Results BB (own presentation)
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According to the previous application of the country selection model, finally the top

3 are named by the author:

Norway 100

Slovenia

Austria 68

2

Figure 60: Top Three of Recommended Countries BB (own presentation)

It has to be noted that the number of final countries considered most attractive

could differ accordingto STYRIAGs ai ms and from within the

I n this case, reviewing the final country
cross-check reflects the current market conditions. This has been tested regarding

two aspects: On the one hand, the factual situation in the sense of assessed

market data within the present cross-check confirms this conclusion. On the other

hand, the results conform to the assessment of STYRIAOG s experts. Even t
comprehensive and systematic analysis of the surveyed countries was done at this

moment by STYRIA, the expertsd appraisal due to t
mirrored. Scandinavian countries, especially Norway, are considered as highly

attractive for digital marketpla c e s . ADue t o i ts mar ket S i
pronounced digital maturity it is esteemed even more attractive than STYRIAO s

home mar ket Auld.071201890 (Berger

10. Results and Recommendations

This chapter provides an interpretation of the result, i.e. the developed country
selection model. Potentials and limitations of the model based on theory and on
the analysis of expert interviews are listed. Additionally, the experiences in dealing
with the model as demonstrated in chapter 10 are included in the reflection.

Finally, measures for the next steps are noted.
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10.1 Interpretation of Results

The focus of the present thesis was the development of a country selection model
in order to identify possible foreign markets suitable for digital marketplaces in a

systematic and structured manner.

The usability-cross-check of the developed model illustrated an efficient handling
and go-through of a complex process. It is designed to ensure a manageable
resource effort for information procurement and processing while deriving the
desired results. The model stands out due to easy handling and a profound

provision of a justifiable basis for decision-making.

The model itself must be applicable to open problem structures and a fast-
changing market. Altough for the present initial situation, the focus was placed on
the European market, the model is also applicable and adaptable to other regions.
For guaranteeing valid results, it is indispensable that the model is specifically
designed to fit the present product, its branchanda companyo6s ¢
Therefore, it was crucial to assess branch-specific selection criteria by means of
assessing a countryods attractiveness

country selection model stands and falls with the selected criteria and their
particular weighting. Any change, wheter market- or company-related, has to be
reconsidered on a regular basis to ensure valid results. Altough the criteria
weighting was defined due to the assessment within the company internal
workshop, it is advised to pre-check it as some weights have very high values (e.

g. mobile affinity).

Generally, it is recommended conducting a sensitivity analysis in order to review
the results. Especially if the results barely show differences, the application is
advized as a sensitivity analysis indicates if the results are valid. By carrying out

this analysis, it is examined how the result changes when important variables vary.

i rcums

and

I n this case, the parameter dAweightingo

the country ranking. It presents how sensitive the country ranking result reacts to a

change of the evaluation basics and how stable the made decision is.
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10.2 Possibilities and Limitations of the Model

The modelling aimed at offering a standardized model which is friendly in its

usability in order to execute a country selection analysis. Designed for a common

sof twar e ensures t he model 6s ease - of use.

company-related changes must be considered, the model is designed thusly that

adaptations can be applied in an easy and quick way.

Before applying the model, the following issues should be taken under

considerations:

1 Status-quo: The presented and delivered model is based on present market
circumstances and the strategic orientation of the client STYRIA Media
Group. The selection of country selection criteria must be monitored on a
regular basis. Beside the criteria selection and their particular weighting, the
outcome of the model is only as actual and valid as the market data. For the
applied criteria and indicators, data sources are listed within the template.

Hence, they need to be kept up to date as well.

1 Regular review: Although the modelling as a multi-stage approach was
verified by theory as well as within the empirical research as the best-suited
approach, filtering approaches pose the threat that countries may get
eliminiated too early. A consistent one-stage scoring system could prevent
this fact, but this also requires greater amounts of resources and time
efforts. It is recommended having another look at previously skipped
countries from time to time, as they could turn out to become attractive

markets as well. This is particularly true for markets that change rapidly.

1 Significance of output: Concerning the model output in terms of results, it
has to be mentioned that the out
analyzed regions of countries. Analyzing countries within a similar

economic area will not show results that differ significantly.

1 Subsequent measures: Thus, a final ranking of countries is provided by the
model, the results need do get supported by further measures (e.g.
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business plan calculations), which are mentioned within the subsequent

chapter.

1 Valuation: Within the present models for the valuation, the analyzed
countries are compared among each other, which means that the collected
market data is interpolated via the application of the magnitude scaling
approach. However, if single countries need to be analyzed at a later time,
the broad comparative basis is not given. This is making an additional
analysis not comparable to the main results as no scoring values are
available for a direct comparison, respectively a magnitutde scaling.
Therefore, for future analyses, the main data file must be continued, as then
the newly raised market data for e.g. an additional country is compared to
the constantly remaining valuation basis.

One possible solution for this issue is the valuation of market data by
applying a benchmark comparison. In this case, independent of the timing
and extend of a subsequent country analysis, the performance of the
respective country is compared to the home market, which serves as a
remaining and stable reference point and anchor.

This issue does not have any negative impact on the outcome of the
present models. The model is intended to analyse a high number of
countries, which is why the underlying analysis basis has a broad spread
and magnitude scaling is feasible.

10.3 Catalogue of Measures for Next Steps

The author wants to mention that the developed country selection model is
applicable as an initial procedure when it comes to the process of country
selection.

In order to make an implementation successful, the following measures are
required:

(1) Within a follow-up appointment with the strategic board of STYRIA, the
delivered model must again be subject to a comprehensive critical reflection
aiming at assessing the statement regarding the analyzed countries and its
output. In the course of this meeting, it is recommended executing a
sensitivity analysis as described in chapter 10.1. If necessary, weighting
attributes need to be adjusted.
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(2) Since the model is accepted by the board, the authorities which will be in
charge of executing the country selection model in practice need to be
nominated. The author would be happy to introduce them to the handling and
the functionality of the model in order to facilitate the start of the process.

(3) Before starting the analysis and depending on the research subject, a final
number of remaining countries needs to be determined. Additionally,
decisions about the order of country exploitation need to be made for each
individual case. General advice independent from the research subject
cannot be given in advance. Within the present model, a display of the top
three recommended countries was made.

(4) For the result, which is a listing of the most attractive countries, a detailed
market analysis is recommended additionally before any decisions regarding
foreign business activities are made.

(5) Additionally, developing a business plan for the most favorable countries is
recommended. As experts mentioned,
attractiveness, it is necessary to analyze potential target markets against the
background of financial means and strategic planning. By deriving a business
plan, it is possible to finally assess the circumstances within a particular
country which can round out the attractiveness of a country in total and
create a comprehensive awareness. Subsequently, a concrete market entry

concept needs to be developed.

Finally, the author draws attention to the fact that the country selection model is
the output of an analytical method design, based on findings from theory as well
as primary and secondary market research. It is recommended that a nominated
group of users checks the present model within a follow-up appointment, since
inserting real data into the model could eventually create the need to make some

adaptations concerning the weighting of the criteria.
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1. Workshop STYRIA Digital Marketplaces: Criteria Weighting

Resulting from: Workshop Styria Digital Marketplaces | Strategic Board 26.06.2017, Graz
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Figure 1: Weighting Procedure Stage 2 BB (own presentation)



Weighting 2nd stage CL

Resulting from: Workshop Styria Digital Marketplaces | Strategic Board 26.06.2017, Graz
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Figure 2: Weighting Procedure Stage 2 CL (own presentation)



Weighting 3rd stage CL, BB

Resulting from: Workshop Styria Digital Marketplaces | Strategic Board 26.06.2017, Graz
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Figure 3: Weighting Procedure Stage 3 BB, CL (own presentation)



2. Interview Guidance

Conversation guide / including entire mutations according

to groups of probands

Expert Interview # xy

Nae: ofithe Probanidl @ = = 3z @ oo e
Company & function of the proband: ...
Place, date: s

Duration of the interview: e

Groups of probands (presentation as note on guideline interpretation)

#1 INT Experts within field of internationalization, without any
expertise on Digital Marketplaces (Classifieds/Best-Buy
Portals)

requested: INT expertise + assumptions/imaginations
regarding CL/BB business

#2 INT CL/BB | Experts within field of Digital Marketplaces

(Classifieds/Best-Buy) + internationalization expertise
requested: their experiences with CL/BB portals on
international markets (when asking International

companies, e.g. Tiendeo or Bonial)

Experts within field of Digital Marketplaces without
internationalization expertise

requested: their experience with CL/BB portals on their
local markets (when asking e.g. willhaben in Austria) +

assumptions if they would internationalize

Figure 4: Conversation Guide (own presentation)






