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After the economic reform, China has undergone fast economic growth, 

urbanization and adopted the western lifestyle. Global enterprises are 

investing in China and Finnish companies began to enter the Chinese market 

after the 1980s.  Fast economic growth has downside effects like pollution 

and thus more cleantech solutions are needed. There are different kinds of 

entry modes that companies are using when entering the Chinese market. 

This thesis focuses on export tire entry mode. The purpose of this study is to 

examine cleantech companies’ opinions about the export tire operations. The 

background of this study is built by combining the written knowledge about 

the history of the Chinese industry and market entry modes. The empirical 

part of the study is a semi-structured, qualitative analysis of five case 

companies that are operating together in a particular export tire and represent 

the highest Finnish cleantech knowledge.  The results of this study indicate 

that the export tire entry is an easy and cost effective way to enter new 

markets or market segment. Export tire is really dependent on the leader who 

in this particular case succeeded well. 	  
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1 INTRODUCTION 

1.1 Background 
 

“Yes, it's a tough market. And yes, your competitors may have gotten there 

first. But the biggest mistake would be choosing not to invest in China.” (Tse, 

2010) 

 

In order to survive in the global economy, companies have to engage with 

China and India, not only with traditional key players such as USA, Japan and 

European countries. Of course understanding the strengths, dynamics and 

risks involved with all of the key players are essential for all global business 

makers. (Finnpro, 2010) FDIs and other kind of long-term contractual 

arrangements between foreign and domestic companies have changed the 

meaning of globalization. Before globalization meant specializing in products 

by producing raw materials or manufacturing goods in foreign countries. 

Today globalization is more about specializing in processes, not only 

manufacturing products in foreign countries. (Kenen, 2007) Interest of this 

thesis is to find out whether investing or entering to Chinese market is seen 

as threat or possibility.  
 

After the economic reform in 1978 China has shifted from centrally planned to 

a market based economy and undergone very fast economic growth.  

Population of China is 1.3 billion and China has recently become the second 

largest economy in the world. China continues to grow despite the recent 

problems in the world economy.  China is considered as the engine of world’s 

economic growth and that has led to increase in energy consumption, air 

pollution and associated health effects. (Chan & Yao, 2008) Economists 

expect that full year GDP growth of China in 2014 to be little less than GDP 
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growth in 2012 and 2013. That means the growth to be the slowest pace 

since 1990.  (FT, 2014)  

Major air pollution problems are in mega cities such as Shanghai, Beijing and 

Guangzhou, Shenzhen and Hong Kong. Air pollution problem has been 

studied more widely within the last years hence knowledge about it has 

improved. (Chan & Yao, 2008) China’s government is often warning people to 

avoid outside activities because of heavy smog. A problem with pollutions 

and energy consumption reflects to normal people’s everyday life. Solutions 

are needed and at the same time these problems create a good market for 

cleantech. When others see environmental problems, Finnish cleantech 

companies see opportunities for solutions. Around the world Finland as well 

as Finnish companies have been seen as a provider of clean and fresh 

solutions. Cleantech is one of the strongest growing businesses in Finland. 

Combined turnover have grew over the years and Finland’s share of the 

global cleantech market is more than one percent when Finland’s share of the 

global GDP is approximately 0, 4 %. So comparing to GDP, Finland is one of 

the leading cleantech nations in the world. China is leading target market for 

Finnish cleantech solutions. (Cleantech Finland, 2014)  

Larger Finnish companies began to entry Chinese market after 1980s. In 

2008 about 260 Finnish companies were operating in China. The major fields 

for the companies were workshop, electronics and ICT. Investments were 

seven billion Euros and the number of employees that the companies were 

employing was more than 40 000. (Kettunen et al. 2008) In 2012 China was 

the fourth biggest trade partner for Finland. In 2012 there were almost 300 

Finnish companies operating in China and these companies were employing 

more than 60 000 employees. Investments made to China by these 

companies were at least 10 billion Euros. Statistics show that China is really 

important trade partner for Finland. (Finnish Embassy, Beijing, 2014)  
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Business environment for foreign companies in China might be difficult. 

Improvements towards equally business environment for foreign companies 

are made. For European companies China has not satisfied all the 

requirements for attaining market economy status. EU is China’s biggest 

trade partner and China is aiming to strengthen its ties with EU. China’s Vice 

Premier Li Keqiang promised in China daily on January 2011 that "China will 

continue to improve foreign business related laws, regulations and policies, 

and give protection to intellectual property rights in order to provide a level 

playing field and a stable, orderly, transparent and predictable market 

environment for all players". China will further open financial and logistics 

services and steadily open up education, health services and spots to foreign 

investment to develop its services sector. (Fung, 2011)  

Because of the different business environment, regulations and laws, entering 

into the Chinese market might be different than entering to European 

markets. China is not only the manufacturing base for companies but also a 

potential market because of the huge population and new money that middle 

class have. Companies can enter the foreign market in a different ways. For 

example forming an alliance with some other company might reduce 

investment risks as well as increase competitive advantage. When operating 

in China alliances have seen as a good solution. There are many ways how 

to enter the market and that has been a topic of strong interest but studying 

about formation of alliances has not been studied that much. (Tse, 1997) 

 

1.2 Research Problem, Objectives and Limitations 
 

In this thesis the key research objective is to analyze background and 

expectations when entering to Chinese market as an export tire. Research 

question is constructed as follows 
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• What is the background and expectations of export tire entry to 

Chinese market? 

          

The answer for this question will be sought after looking for background of 

Chinese market, studying more about market entry modes, timing and 

business environment of China. Expectations are looked by interviewing 

companies in one particular export tire which is operating in Chinese market.  

Furthermore, the sub-research questions are  
 

• What kinds of expectations does companies have about export tire? 
 

• How the market entry to Chinese market can be done?  
 

• What is the background of Chinese markets? 

 

The first question is answered when comparing and analyzing the interview 

results between the companies. It is interesting to find out that is there 

similarity between the companies or are the results totally different. Have 

companies set some targets and why they are operating with others instead 

of working by themselves? How market entry to China differs from market 

entry to some European country?  By comparing the opinions further 

knowledge about expectations might be found. The second sub-question is 

assessed to find existing literature of the topic by doing the literature review. 

Last sub-question is answered by doing the history review of China’s industry 

history. Figure 1 illustrates the scope of the study.  
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Figure 1. The Scope Of The Study 

 

The contents of this master’s thesis consist of issues with business strategy, 

globalization, market entry mechanism and FDI choices.  This thesis connects 

strategic finance with strategy research and business management. Strategy 

research and management refers to finding and implementing strategy of the 

company. Finance perspective is achieved through FDI and future investment 

prospects. The interaction between the subjects is illustrated in figure 2. 
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Figure 2. Interaction Between The Subjects  
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The main limitation of the study is that it is based on expectations. In the 

future these expectations will be realized. The main idea is to concentrate on 

the case companies operating together and finding their motives for 

cooperation. This study is based on the case companies’ expectations. In the 

future the case companies’ expectations will be realized. In addition, the 

study does not cover all the operating models in China.  

 

1.3 Theoretical Framework 
 

In this chapter the theoretical framework of this study is described. The aim of 

the export tire is to achieve cost-effective way to enter into the chosen market 

area. Export chief, who is expert of the industry and market area, leads this 

kind of cooperation project. In this project companies are operating together 

and products of the companies complete each other’s product selection.  

Through the project companies can achieve many benefits. Companies can 

find new customers and new business possibilities. When operating together, 

companies can create more value to customers and partners. Export tires are 

different and depend on market area, industry and the leader of the project.  

Still experiences about this kind of project have been positive. (Finnpro, 2014) 

Market entrants can be defined into three different categories, 1) market 

pioneers, 2) the early followers and 3) the late entrants. The concept of first-

mover advantages has been discussed widely in the marketing literature. 

Lieberman and Montgomery (1988) define the theory of first-mover-

advantage as “the ability of pioneering firms to earn positive economic 

profits.” Abell (1978) states that ‘strategic window’ for market entry tends to 

open at different times for different type of entrants. Many different studies 

support Abell’s findings and suggest that early entrants and late entrants 

have different skill and resource profiles. Still these profiles do not indicate 
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that early entrants are intrinsically stronger than early followers and late 

entrants.  

FDIs are most advanced and most risky form of firm internationalization. 

Globalization has changed the conditions in which companies operate. 

Companies are achieving constant growth and international competitiveness 

because of the increased pressure. In the recent years FDI and first-mover 

advantages have been integrated among the researchers. The relationship 

between market entry timing and market shares as well as market entry 

timing and investment size has been studied. (Cui, Lui, 2005) (Delios, 

Makino, 2003) 

 

 
                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                        

 

 

 

 

 
 

Figure 3. Relationship Between The Three Major Factors 

 

Chinese market influences creates own market conditions. For example 

government-related issues and the way of doing business must be taken into 

account. Figure 3 illustrates the relationship between three major factors in 

this thesis.   
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1.4 Research Methodology 
 

This study is a semi structured qualitative research based on Finnish 

cleantech companies who together operate as an export tire. The aim of the 

export tire is to provide Finnish technological knowledge and unique products 

to the Chinese market. In this study, expectations about export tire are based 

on companies’ opinions. This study is conducted in three different steps.  First 

Background and literature review creates theoretical framework for this thesis. 

Background describes the China’s industrial history from the previous 20 

years, including the description about Chinese business environment. 

Literature illustrates the current situation of international studies concerning 

market entry to the Chinese market.  

Empirical part of this thesis is based on interviews which are collected from 

case companies. Totally six interviews were conducted in this study. Four of 

them were done in companies’ office, one in Lappeenranta, two in Vantaa 

and one in Espoo. Two interviews were conducted via Skype. All the 

interviewees were companies’ representative persons in export tire. The 

respondents received a questionnaire before the formal interview so they had 

time to prepare proper answers.  

The questionnaire (see Appendix 1) consist questions from three different 

fields. There are two different kinds of questions. Some questions have Likert 

scale from one to five and rest of the questions can be freely answered. In 

case the answers were too short or unclear the respondents were asked to 

answer more specifically. So interview is a mix of semi structured interview 

and theme interview. In semi structured interview there are same questions 

for every respondent and they can freely answer to the questions. In theme 

interview the theme is decided before hand but the strict order and shape of 

the questions is missing (Eskola & Suoranta, 1998) 
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After the case companies’ interviews analyses are done. By doing the 

analyses the purpose is to create clearness and generate new information 

about the topic. Analyses try to compact the data without losing any relevant 

information. The purpose is to create clear and reasonable data from split 

material.  In this thesis within-case as well as cross-case analyses are done. 

(Eskola & Suoranta 1998)  

 

1.5 Structure of the Study 
 

Figure 4 illustrates the structure of the study.  

 

Figure 4. Structure Of The Study  

 

The background of Chinese industry history is described after the 

introduction. Then literature review about Chinese market entry and 

concerning issues is done. Empirical part of this thesis includes case 
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companies’ interviews and empirical analyses are based to the interviews. 

Finally the last chapter of the study is conclusions.  

  



18 
 

2 BACKGROUND: CHINA AS A MARKET  
 

Leading economic countries have the best technologic and institutionalize 

development. Those countries have steady economic growth compared to 

developing countries with faster economic growth. Developing countries are 

usually seen as follower countries. It is important for them to recognize the 

growth possibilities. BRIC-countries have seen as world’s economy 

challengers. China is the most interesting BRIC-country because of its huge 

population and strong economic growth. It is interesting from political view to 

determine how the movement towards market economy is done without 

democratizing political system and society. (Sutela & Vartia, 2005)  

China is low cost by its expenses. Domestic saving rate is really high and 

investment rate is high as well. After opening up, China has encouraged 

foreign direct investments and that has brought technology and knowledge to 

the economy. Economic and political sustainability is at least moderate. If 

economy year by year operates in a same way than market economy, it 

should see growth. Why all the other emerging economies are not operating 

in a same way that China is? Is socialism considered more as resource than 

weight? Or should researchers look keys for success from China’s old and 

diverse culture. What are the fundamentals that have changed during the 

years and what managers should examine when entering Chinese market? 

(Sutela & Vartia, 2005) Answers to the questions stated can be found within 

the next chapters. In this section history review and description about 

business environment is provided.  

 

China is transforming the entire global economy in many different ways. It is 

the world’s most important markets for consumer and investment products. 

China’s growth has been really fast by historical view and crisis that other 

emerging markets have gone through haven yet reach China. China is 
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reshaping the economy step by step and has succeeded well so far. GDP 

growth of China has typically been more than 6 % faster than the GDP growth 

of EU and the USA. (Sutela & Vartia, 2005) China’s GDP growth has been 

rapid since the economic reform process began in 1978. Yearly average 

growth rate has been around 9 – 10 % over past five years. According to the 

forecasts, China will become the world’s largest economy in 2024. China 

became the third-largest trading nation 2004, just behind the USA and 

Germany. (Hu & Khan, 1997) 

2.1 Economic Reform  
 

The Chinese economy was a planned economy from 1949 to 1978 and SOEs 

had a central role. Through state or state banks capitals and materials were 

distributed and supplied to enterprises. Government was controlling and 

distributing the output of the companies. Government was also covering all 

the losses and actually, the state itself functioned as a large enterprise. 

Productivity and efficiency of the companies remained low and as a result, 

Chinese economy fell behind other economies.  (Park, 2009) 

At the time when Mao Zedong was a leader, the economy of China was 

facing many difficulties. At the end of the 1970s other East-Asian countries 

had higher economic growth and higher degree of technological development 

than China had. China descends to situation where reform was seen as an 

only option. (Harding, 1987) When Mao died in 1976 “Great Cultural 

Revolution” ended and after a power struggle period Deng Xiaoping asserted 

himself as paramount leader in 1978. He was behind a policy of opening up 

and economic reforms while communist ideology was still holding in the 

political sphere. Economic reform from planned economy into a more market-

oriented system proceeded in different steps. One child policy was introduced 

in 1980. Figure 5 illustrates the main pillars of economic reform. (Schlevogt, 

2000) 
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Figure 5. Main Pillars Of Economic Reforms  

In the late 1970s and early 1980s, China took the first steps towards market 

economy. That included the liberalization of agriculture and opening up of the 

country to foreign investment. During the 1979-1980 foreign trade grew but 

weak export lead to deficit in trade balance. Most of the industry remained 

state-owned and even the permission for entrepreneurs to start-up business 

was given by state. After 1979 different kind of economy zones were 

established. These zones can be divided into four groups: special economic 

zones open coastal cities, open border cities and Yangtze River’s open cities. 

(Harding, 1987) (Vuoristo K., 1997)  

Between the 1978 and 1994 the GDP quadrupled. Aggressive accession to 

world market as exporter of industry products increased the value of foreign 

trade from 38.1 milliard US dollars to 195,8 milliard US dollars. The amount of 
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guanxi notably increased in the 1980s. After year 1989 the communist party 

relinquished communist ideology. (Hunter A., Sexton J., 1999)  

Fast results, acceleration of inflation and dissatisfaction among city 

inhabitants become critical in 1989 and resulted as Tiananmen crisis. Many 

countries broke the relationships with China and the episode of Tiananmen 

Square was denounced internationally. Foreign trade and foreign investments 

almost completely stopped momentarily. Reform politics became complicated 

but continued again after Deng’s famous South-China trip in 1992. Deng 

Xiaoping was able to face down the weaknesses in his own government and 

began to move on to a more constructive role in the international affairs.  

After that China has naturally moved towards private entrepreneurship led 

market economy. Even the communist party and state authorities have 

remarkable influence in economy maneuvering. The most important lesson of 

Mao was that China should be economically independent. In the 1980s 

reforms have been mixture of political and macro-economic factors and after 

1990s government has utilized classical monetary political intervention 

models. (Finnish Embassy, Beijing, 2014)  

There was no significant impact of Asian financial crisis to Chinese economy. 

Because of the unopened domestic financial markets and non-convertibility of 

the Chinese currency, there was no significant devaluation of RMB and 

domestic financial system remained stable. In 1998 China managed to 

achieve an annual economic growth at 7.8 %. Almost every other neighboring 

country suffered severe economic recession. The following factors however 

demonstrated high risk of potential financial turmoil. These factors were 

ambitious economic expansions, shaky banking system, mounting pressure 

on RMB, difficulty in pursuing the planned reforms and soaring 

unemployment or underemployment.  

New constitutional law was released in 1982 Local bourses were established 

in Shanghai and Shenzhen in 1991. In 1993 replacing the term “planned 



22 
 

economy” to term “socialism market economy” changed the constitutional law. 

China became member of APEC in 1994. Great Britain relinquishes Hong 

Kong back to China in 1997 and Portugal relinquishes Macao back to China 

in 1999. China is important target for FDIs. In 1998 China was the second 

largest host for FDIs after USA. After 1992 FDIs from Europe and USA 

started to flow to China. It is said that there has never been a similar 

concerted flow of investment into the one country, done by almost all the top 

companies in the world. (Finnpro, 2010)  

After 14 years of negotiations, China became member of WTO in 2001 that 

was a huge step toward market economy. It means that China opened up to 

international competition as well as structural changes to country’s business 

and industry. Membership in WTO is most significant sign of China’s new and 

active trade policy.  The result of WTO membership was clear in 2010. China 

was the world’s largest exporter, largest car manufacturer, largest holder of 

foreign reserves and second largest economy. (Brown, 2010) 

China formalized full diplomatic relationship with US in 1978, only months 

before the economic reform and has maintained the closeness to the US. 

Some have seen the closeness to the US one of the striking features of 

China’s economic and diplomatic activity in the last three decades. China 

considered the US to be an indispensable to its rise before. China had 

coupled its growth to the west, becoming an export powerhouse to ensure 

ever rising standards of living. But currently Chinese have started to call into 

question if American power is indispensable to Chinese economic expansion. 

(Brown, 2010) (FT, 2010) 

At the moment China has a wide network of diplomatic partners in both the 

developed and emerging world. China started cooperative work with EU 

already in 1985. Most important trade partners for China are USA, Hong 

Kong, Japan, South Korea, and ASEAN –countries, Taiwan and EU – 

countries. (Finnpro, 2010)  
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2.2 Five-Year Plans 
 

In a country where the state continues to exert powerful control over much of 

the economy, the Five-Tear Plans are key indicators of the directions and 

changes in development philosophy. Since 1953 the Chinese economy has 

been ruled and regulated through a series of five-year plans. The model of 

five-year plans is originated from the Soviet-style command economy. 

Centrally planned and controlled by the CCP, the idea of the plans is to 

become a vehicle for economic development. Growth targets, reforms and 

strategies for economic development are set by CCP. For all of China’s 

regions, detailed economic development guidelines are given in each of the 

plans. Table 1 illustrates the Five-Year Plans from 1991 to 2015, including 

goals and annual GDP growth target.  The Five-Year Plans include detailed 

information about economic development, environmental development, 

cultural development etc. Table 1 summarizes of the key points in each plan. 

(China Infrastructure Report, 2011) 
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Table 1.  Five-Year Plans 

Five-Year plans Goals Annual GDP growth 
target  

The 8th Five-year Plan 
1991 - 1995 

To speed up the 
economic reform and 
step by step open the 
economy 

Annual growth of 11 %  

The 9th Five-year Plan 
1996 - 2000 

To increase the 
economic 
performance, China to 
become wealthy 
society 

Annual growth 8 %  

The 10th Five-year 
Plan (2001 – 2005) 

Optimize & upgrade 
the industrial structure, 
strengthen China’s 
international 
competitiveness, keep 
prices stable, relatively 
rapid development 

Annual growth 7 %  

The 11th Five-year 
Plan 2006-2010 

Concept of scientific 
development and 
constructing a 
harmonious socialist 
society, sustainability 
in economic growth, 
steady and relatively 
rapid development 

Annual growth 7, 5 %  

The 12th Five-year 
Plan 2011-2015 

Sustainable growth, 
industrial upgrading 
and the promotion of 
domestic consumption, 
energy efficiency, 
environmental 
protection 

Annual growth 7%  

 



25 
 

Five-Year Plans truly matters for companies operating in China.  When 

creating relationships with Chinese business partners it is important to 

understand the implications of China’s Five-Year Plan. It is one way to 

demonstrate commitment and companies can show that they are making a 

positive contribution to China’s long-term development. Including the Five-

Year Plan in company’s marketing and PR strategies are one way to show 

commitment. Some plans have included the encouragement for FDI into 

some specific sector or region. Climate change, energy reduction and green 

energy are popular topics nowadays. Companies can build goodwill at a local 

level when trying to find solutions for these topics. For HR planning, 

understanding the minimum wage levels and increased pension provisions is 

important. (KPMG, 2014)  

 

2.3 Current Status 
 

Economic growth has accelerated the urbanization hence urbanization has 

accelerated the economic growth. In the cities the lifestyle and values have 

moved towards individualistic view of life. Chinese have started to build social 

status, questioned authorities that is prerequisite for innovations. In 

communisms era almost everyone were materially equally except the party’s 

minor elite. That has radically changed. Nowadays differences in incomes are 

huge. When examining the differences in public services, the real differences 

in livelihood are way higher. (Finnish Embassy, Beijing, 2008) 

In the 1980s the one child policy started to reflect to population growth. The 

population growth has decreased and the retired people are about to be the 

biggest social class in the future.  China is still developing country without 

social safety net. When the amount of retired people increases, China is 

facing huge problems. Prosperous countries have social healthcare and other 

public services to retired people. The amount of retired peoples has 
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forecasted to grow to 400 million. Aging of the population is the biggest 

problem in countryside and that increases the income differences between 

different parts of the country. (Finnish Embassy, Beijing, 2008) 

According to Orr (2014) there are 10 expectations for the year 2014. China’s 

labor costs continue to rise more than 10 percent a year. Land costs, energy 

costs, water costs as well as cost of capital are rising all the time. Actually all 

major input cost are growing and competition is more intense. China’s 

solution is higher productivity hence companies are adopting global best 

practices from everywhere. Productivity focus can be seen beyond 

manufacturing. Agriculture, services and other industries are trying to adopt 

the best practices to reach higher productivity. Technology is playing the key 

role in this productivity rising. The importance of technology creates 

pressures for CIOs. Good CIO for companies is a key player in 2014 because 

of the importance of the technology.  Technology development and the rise of 

input cost have led to automation and to adopting new corporate strategies. 

Some companies are moving their manufacturing out of the country and 

some companies rely on automation.  Pressure for the government is to 

create more jobs, actually millions of new jobs instead of concentrating on 

economic growth. On the other hand, development of technology and huge 

productivity is likely to increase the M&A logistics.  

BRIC countries acronym came into common use a decade ago. That time 

BRIC countries contributed roughly 20 percent of global economic growth. In 

2004 China contributed 13 percent of global growth measured in gross 

domestic products. In 2004 other BRIC countries combined global growth 

was around 9 percent with similar growth rates. In 2012 China’s global 

economic growth was 26 percent and in 2013 it was 29 percent. At the same 

time the combined share of other BRIC countries has shrunk to 7 percent.  It 

is obvious that China has had the best economic growth among the BRIC 

countries. Actually is it reasonable to use that acronym anymore?  (Orr, 2014)  
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In the coming decade China will face huge challenges and it cannot face 

these alone and rest of the world cannot deal with key issues without China. 

Two big problems for China are Taiwan and North Korea. For China, North 

Korea presents endless frustration and problems. In the near future China will 

continue to struggle with the difficulty of being reluctant global power. At the 

same time China is still trying to maintain its own development. Other 

countries might expect China to play bigger role internationally. China cannot 

hide itself behind “poor developing country” because it has world second 

largest economy and China is on its way to matching with the US. Internal 

governance and stability as well as the role of the leaders and politicians is 

become a popular debate in the near future. (Brown, 2010)  

2.4 Environmental Issues 
 

The wide scale of environmental issues is well known problem also in China. 

Almost 70 % of waters are polluted and 30 % is so polluted that it cannot be 

used in industry or agriculture. Lack of water is bigger problem than water 

pollutions. In some areas the air pollution has reached a level that creates a 

chronic health risk. Erosion, desertification, building, acid rain and fertilizer 

are problems in agriculture. Power production is 70 % based on coal and 

there are no proper alternatives for that. Communities’ waste disposal is not 

properly taken care off. Textile factories are using dangerous chemicals, 

which pollute waters. Targets for renewable energy and energy efficiency 

have been settled. China’s potential is in renewable source of energy. 

(Consulate General of Finland, Canton, 2005)  

By 2020, the pressure on world resources is likely to become the biggest 

issue that global policymakers are facing. From 2010 to 2020 China will have 

to staked a strong claim to be the world’s greenest super power due to a 

massive effort of its renewable energy sector and other low-carbon 

technologies. Government’s target is to generate 15 % of the country’s power 
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from non-fossil fuel sources in 2020. That target is expected to exceed. Also 

wind power and solar power are expected to increase. On the other hand 

China is dealing with many environmental difficulties. Desertification, 

declining soil quality and rising oil prices affects to food cost and increases 

social tensions because of prompt mass migrations. Water shortages and 

pollutions are for sure major problems in the future. China is the biggest 

greenhouse gases emitter in the world and pollution and dust from China 

continues to be a problem for neighboring countries. Environmental issues 

might affect to the growth rate of China because waste is becoming more 

expensive to deal with.  (Watss, 2010) 

Public expectations were high before the UN Global Climate Change 

Conference that was held in Copenhagen in December 2009. China and the 

US were to sign the bilateral agreement about climate, which included energy 

collaboration as well as technology development. It was known before that 

without China and India prevention of climate change would be impossible. 

Political elite was brought together to the UN Climate Change Conference 

December 2009 in Copenhagen. It became historical failure because 192 

nations did not find proper solutions. Western countries were prepared to 

make a strong global agreement. All the industrialized nations, except the US 

and Canada, laid the ground for agreement by offering national emissions 

reduction and providing considerable amounts of money for climate policy in 

developing countries. China, India and Brazil disallowed the agreement, 

which was a big letdown.  They constantly blocked substantive policy 

proposals and refused to respond to Western concessions with any policy 

commitments of their own. The Climate Change Conference was widely 

followed all over the world and Copenhagen Accord was created as a face-

saving device. The Copenhagen conference showed that climate change and 

pollutions problems are big problem all over the world and solutions might be 

hard to find. (Dimitrov, 2010)  
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The leading non-governmental organization in the East Asia fighting against 

climate change is Greenpeace. Because China is the world’s largest emitter 

of greenhouse gases, Greenpeace is trying to lobby against climate change 

in China. For example they are urging China to move away from coal, 

expecting that China should play a strong leadership role in international 

negotiations and encouraging China to utilize its potential within the 

renewable energy. Greenpeace is publishing research according to climate 

change and pushing hard to reach the goals. Nowadays climate change 

problems affects to many decision makers life. Government, non-

governmental organizations as well as companies are increasingly dealing 

with climate issues. (Greenpeace East Asia)  

 

2.6 Characteristics of Business Environment 
 

In this section the characteristics of business environment are described. First 

opportunities and challenges are discussed, then government, corruption and 

finally the overall business environment including guanxi.  

2.6.1 Opportunity and Challenge  
  

Many investors see the potential market of 1.2 billion consumers which is 

definitely largest in the world. The rich market niche in the east is already a 

huge market. 30 % of the population is living in a city area and rest 70 % are 

living in a rural area. Shanghai, Beijing, Guangdong, Jiangsu and Zhejiang 

are the top five markets. Only 17 % of the population is living within the top 

five markets but made up to 33 % of national retail sales in 1994. (Shevlegot, 

2000) So the PP between rural areas and city vary dramatically.  Rapidly 

opened, really fast growing market with huge potential offers significant 

opportunities for foreign companies.  
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Adverse effects of such rapid growth have begun to show. China’s production 

costs have risen during this period, while the investment environment has 

deteriorated. Policy changes, especially for the improvement of labor’s 

working conditions are putting more pressure on both domestic and foreign 

companies in the coastal regions of China.  

China’s version of shadow banking is driven by commercial banks’ off-

balance-sheet credit expansion. In the US the shadow banking model is 

driven by financial disintermediation. On the capital side, off-balance-sheet 

products enable banks to take advantage of their credit and channel 

superiorities, and attract large amounts of capital by offering interest rates 

that exceed benchmark deposit rates. On the asset side, most borrowers 

come from the bank’s list of approved credit clients. WMPs do no reallocate 

the credit risk to the capital markets but they rather directly connect users and 

sources of bank funding and therefore do not reduce risk in the overall 

banking system. Nowadays WMP business has become a critical discussion 

of China’s shadow banking risks. (Yang, 2013) 
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2.6.2 Government  
 

Role of the government is huge in China. Communist Party of China (CPC) is 

the largest political party in the world with more than 80 million members. 

There are no negotiations with others and government control is strict. There 

are severe action against people who criticize the government and for 

example government is monitoring and blocking sites that discuss about 

sensitive subjects. The structure of the state is illustrated in figure 9. The 

highest organ of state power of PRC is the National People’s Congress 

(NPC). Permanent organ of the NPC is The Standing Committee. Both are 

authorized with the rights of legislation, supervision, election, decision and 

removal. Then Head of the State is the President of PRC. President is also 

the supreme representative of China both internally and externally. President 

receives instructions from supreme organ of State power and is subordinate 

to the NPC. State Council, Central Military Commission, Supreme People’s 

Court and Supreme People’s Procurator are all the highest organs within their 

own responsibilities. (GOV.cn, 2014) 

 

 

 

 

 

 

 

 

Figure 6. Structure Of The State  



32 
 

Chinese government and bureaucracy are still main concerns in many 

business activities. Tax collection is uncoordinated in China. The country 

lacks a centrally managed tax processing mechanism. The central authorities 

issue tax regulations but local authorities have the control to decide many tax 

matters. So equal treatment in taxation is not yet adopted. For foreign 

companies it is essential to factor local government taxes and regulations into 

their forecasts and projection in China. Taxes are administrated by a quota 

system and the basis on which a company is targeted to belong of the quota 

is not public information. (Blackman, 2001) 

 

2.6.3 Corruption 
 

Developing countries are struggling with the corruption. As China moves 

towards modern economy and society it is facing serious challenges with 

corruption. In the era of Maoist, existence of corruption notable it means that 

corruption is really old phenomenon in China.  The basic weakness of China’s 

political structure and institutions do not provide good background for fighting 

against corruption. It is suggested that building a check and balance power 

structure would help increasing the corruption. Adapting democratic lifestyle, 

democratic policy and conception should be the primary factors that China 

should adapt. Heidenheimer (1989) have classified corruption in China into 

three different categories. Those are illustrated in Table 2. Class A corruption 

is strongest form of corruption whereas class C corruption is the weakest 

form. These corruption classes are commonly acknowledged in Chinese 

academic circles.  Current situation of corruption is so serious that almost all 

the existing types of corruption can be found. (Changzhen, 2010) 
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Table 2.  Classes of corruption 

 Class A 

“black corruption” 

Class B 

“grey 

corruption” 

Class C 

“white corruption” 

Key 
characteristics 

Actions in this class 

are referred as 

“economic crimes” 

Leaders of public 

institutions using 

their power wrong 

Common practice in 

social life 

Examples - Bribe 

- Fraud 

- Embezzlement 

- Extortion 

- Smuggling 

- Tax evasion 

- increasing the 

interest of their 

institutions illegal 

ways 

- spending public 

money to support 

luxurious work 

conditions & 

lifestyle 

- Favoritism in 

personnel recruitment 

- Favors for friends 

-Resource-allocations 

for friends 

- “giving favors” ! for 

some officials normal 

way of working 

 

The top leadership that corrupts officials have seriously undermined the 

reputation and legitimacy of the CCP. Different kinds of codes about 

corruption have been published in China and in 2010 Code of Ethics for 

cadres were issued by Central Discipline Inspection Commission. The code 

specifies 52 unacceptable practices and warns that breaking the code of 

conduct leads to disciplinary measures can be charged under criminal law. 

Still mentioning of corruption activities are censored in Chinese media. 

(Westgarth, 2010) 
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2.6.4 Guanxi and Business Etiquette  
 

Overall business practices and culture differs from European market. Guanxi 

is a relationship between the business parties and it has an important role 

when doing business in China. However, guanxi do not represent 

commitment but rather a received favor is repaid by favor.  Internalization of 

the guanxi is really important when trying to understand the social behavior of 

Chinese and the way of business is conduct. Creating good relationship is 

key determinant in trade activity. Trust-based relations are more important 

than contracts and sometimes relations act as substitutes for contracts.  

Negotiation tactics are also a bit different. Chinese try to reach agreement on 

a contract first and after that they start to renegotiate clauses of the contract. 

Sometimes this is done when the other party is really tired. Public holiday 

differ from European holidays and most important holiday to remember is 

Chinese New Year. (Schlevogot, 1998)   

Remembering that Chinese form the biggest ethnic group in the world and 

that their culture, customs and etiquette differ from the West it is important to 

understand the cultural differences. Those cultural differences can lead to 

strong disadvantages for the Western people. For Chinese the most 

important group is the own family and they feel safe when they are in a 

groups. So Chinese are very collective people comparing to the West where 

people are seen more as individual. Food is a culture form. It is typical to 

partner together before any social interaction can take place. When Western 

people keep their personal and business affairs separate, Chinese do not 

have as strict separation. Sometimes written agreements were not even 

needed but things are slowly changing and moving towards more 

professional way and even some business lunches and dinners are not 

needed anymore. “Keeping face” is really important thing and losing it is rally 

a disaster. Never imply in a business meeting that you are superior to the 

Chinese in terms of economic development or technological progress. The 



35 
 

age hierarchy still remains from Confucianism. The world of old people is 

command and has to follow. Some young consultants sent by Western 

companies are not well appreciated and listened. All because they lack the 

clout of seniority. Also the way of thinking is more systemic and it takes into 

account a numerous of variables instead of analyzing problems from a 

specific point of view. Last thing to list is the importance of not to trample on 

China’s economic, political and cultural sovereignty. Many foreign business 

players are advised to help China’s development for example by hiring 

Chinese managers and staff, localize parts and components and even move 

research centers to China. At the same time it is wise to make sure that the 

outcome of is a win-win situation. (Schlevogot, 1998)   

Today marketer’s cultural intelligence affects to marketing communication. 

Cross-cultural perspectives are really important and are becoming more and 

more significant. (Wang, 2012) The communication is also important thing. 

For example it is important for Chinese to answer quickly for their e-mails.  

For them European holidays are unknown. These create cultural differences 

again.  

Global competition is tightening up. To be successive in global markets have 

to be creative and innovative. Monitoring the market is important as well as 

reacting to the changes. For Finnish companies selling and to adapt market 

changes might earlier been a problem. To survive in Chinese market hiring 

Chinese employees might be good decision. The Chinese language is key 

factor in Chinese markets. For managers key factors to understand are 

following: accept differences, Chinese officials prefer to deal with Chinese 

speaking foreigners, status hierarchy is important and networking is the key 

to success in China.  
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3 LITERATURE REVIEW: MARKET ENTRY TO CHINA 
 

By doing the state of the art it is possible to describe the field of how to enter 

Chinese market and what other relevant facts are needed to take into 

account. This chapter describes how much this topic has been studied. To 

find relevant studies it is important to use keywords that can be used in 

international article databases. Possible keywords were searched from 

newspapers and research papers.   Also Finnpro’s publications concerning 

China were utilized. Possible keywords were following: China, market entry, 

market entrants, foreign corporations, foreign investments, foreign business 

enterprises, strategic alliances, market entry barriers and first mover. Topic of 

the study was the major reason to determine right keywords, which were 

China, market entry and foreign investments. 
 

First step in state of the art is to define the keywords to search for relevant 

literature. Articles were searched from “EBSCO Business source” database. 

Using the keywords China AND market entry search provided 934 articles. 

Then the search was limited to scholarly and academic journals published in 

the period from 1980 to January 2014 and that provided 326 articles. Adding 

one extra keyword to the search, foreign investments provided 59 articles.  

 

In the second step the titles and abstracts of the articles were scanned and 

irrelevant articles were excluded. Scan process was non-trivial because the 

search-string contains generic words often used in this topic. The query 

provided many articles that dealt with different companies or country specific 

cases.  For example articles concerning foreign bank’s entry to China were 

excluded because of the strictly regulations and laws of foreign banks. 

Articles dealing with cases of Japanese, Taiwanese or other Asian 

companies’ market entry to China were also excluded. As the articles were 

scanned further all the articles that examined the theme in a proper way were 

selected. Combining China AND market entry AND foreign investments were 
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useful because search gave important information about entry modes, market 

entry timing and overall business environment in Chinese market. Chinese 

market entry literature is vastly placed in the fields of market entry modes, 

market entry timing and differences between markets. Due to the limited 

scope of the study most relevant articles were chosen and were narrowed to 

15 most relevant articles. Survey of the Chinese market entry is done with 

chosen articles. Key points are illustrated in figure 8 and articles utilized in 

literature review are listed to table 3. The literature selection process is 

provided next in the figure 7.  

 

 

 

 

 

 

 

 

 

 

 

Figure 7. Article Search Process 

 

Search provided 15 articles and first different entry modes are introduced. 

Then entry timing and last is business environment. Combining the 

knowledge form the articles it is possible to build a general view how to enter 

China’s market and what is the current situation of international studies.  

 

When other studies have considered joint ventures and wholly owned 

subsidiaries as two of the most committed FDI entry modes, study of Claver & 

Quer (2005) defines three different entry modes to do FDI in China. Those 

are representative office, joint venture, which can be ether cooperative or 

contractual, and wholly owned enterprise. According to Claver and Quer, 

3. Step: foreign investment 

1. Step: China AND market 
entry 

2. Step: Scholarly journals 

4. Step: exclude irrelevant 
articles 

934 articles 

326 articles 

59 articles 

15 articles 
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China is becoming essential point of reference for the global environment in 

which many firms have to operate and China offers very important potential 

market for foreign companies. Li (2000) in his study of importance of market 

entry timing describes variety of entry models. Those models are export, non-

equity arrangement, equity joint venture and wholly owned operation. Li also 

found that timing of market entry affects market share and profitability 

performance. Foreign companies with early entrant are likely to be more 

profitable than those with late entrant.  

 

Murray, Ju and Gao (2012) revisit the impact of entry timing on the 

performance of foreign investment and found that early entrants have high 

market shares but they suffer from lower survival rates than those who entry 

the market later. This finding is consistent with the literature of first mover 

advantage. Authors also state that early entrants are willing to commit 

substantial resources to their target markets and they will be rewarded with 

higher market share. Pan  & Chi (1999) continues with financial performance 

and survival of multinational corporations in China and they found three major 

results. Multinational corporations entered China earlier had a higher profit 

level than those that entered in a later year. If comparing equity joint ventures 

and cooperative operations of wholly foreign-owned subsidiaries authors 

found that equity joint ventures had higher profit level as well as equity joint 

ventures were more likely to survive. Third finding is that multinational 

corporations utilizing location advantages had higher profit. Pan, Li and Tse’s 

(1999) findings are consistent with Pan & Chi’s findings. They found that early 

entrants market shares and profitability is significantly higher than late 

followers. They continue with the finding that equity joint ventures have higher 

profitability than either wholly owned operations or contractual joint ventures. 

 

Buges and Padgett (2009) thinks that it is still difficult to  joint venture 

successfully in China because of the lack of integration of unique Chinese 

environmental characteristics, incomplete distinction between different types 
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of environmental risks and lack of a conceptualization of how risk pattern 

changes as the economy transitions. Joint ventures are dominant entry 

modes when investing in China’s growing market and it is important to find 

solutions to problems stated.  

 

 Luo & Peng (1998) uses the experience of foreign investors in China and 

compares the performance of early entrants and late entrants. World’s largest 

emerging market is today represented by transitional economies hence 

transitional economies have become new battleground for foreign direct 

investments. Multinational corporations should secure their positions in these 

markets if they wish to remain competitive within the next years. Luo & Peng 

states that experimentation is no longer the goal for most of the early FDI 

entrants in China. The new objective is to build solid structure and then hold a 

dominant share of the local market. FDI entrants might try to preempt if 

possible entry by other foreign investors while making good profits. For the 

late movers, left behind by early entrants, has become a real disadvantage 

and requires urgent action.  

 

During the period of foreign direct investment in China, contextual 

environment and the corporate investment strategies have changed. In the 

early 1980s foreign businesses started their investment as ‘opportunistic 

experimenters’ testing the riskiness of new market by setting up small 

numbers of joint ventures. Early 1980s investments were done to less risky 

sectors. In the late 1980s and early 1990s foreign companies became 

‘strategic investors’ when increased their commitment to local operations by 

increasing the investment size and production scale. Companies used wholly 

foreign-owned subsidiaries as an entry mode and entered to capital or 

technology-intensive industries. Nowadays some world-class early entrants 

are seen as ‘local’ players by making considerable use of local management 

and making commitment to China’s customers. For pioneering companies 

commitment into reality in China takes a good product and a careful strategy. 



40 
 

(Luo & O’connor, 1998) Subsequent investment choices might be very 

complicated concerns for MNCs. The longer duration of the investment 

contract, the more familiar foreign investors become with the new business 

environment and more revenues are possible to gain through increased 

control rights. Regions opened earlier, the need for Chinese partners’ 

knowledge is not so important when operating longer in the market. (Luo, 

Luo, Liu, 2008)  

  

Schlevogot’s (2000) article is a comprehensive guide for foreign companies 

about China’s market. It describes investment strategies, market-entry 

options, and key factors for success as well as functional strategies for 

optimizing the value chain. Schlevogot describes all the fields in a 

comprehensive and analytic way. When investing in China, there are many 

laws and regulations taken notice off. For some companies it might be easier 

to operate in foreign investment zones and utilize some benefits that 

government provides. Changes in economic policies and in case of 

introducing new incentives investors should be aware. Schlevogot introduces 

market entry strategies including exporting, licensing, franchising, e-

commerce, representative office, foreign invested enterprises and portfolio 

securities investment and states advantages as well as disadvantages of 

different entry modes. Doing business in China is way different when 

comparing business practices in Europe. For example trust-based relations 

have be seen more important than contracts. Small-scale differences as 

culture, etiquette and public holiday differs from European business culture 

and are important to take into account. Study of Tai (1988) about how to 

success when doing business in China provided same kind of results than 

Schlevogot but 12 years later. Luo (1997) found that building and maintaining 

own guanxi (trust based relations) network it is possible for investors to gain 

an edge over their competitors in the Chinese market.  
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Jagersma & van Gorp (2003) argue that SME companies follow their big 

colleagues when doing business in China. Many trade and service companies 

have followed their counterparts when entering the Chinese market. China 

seems to be more attractive than most other countries as a new market. 

Authors conducted survey and found that European as well as US MNCs 

managers have high expectations for China’s growth potential. The problems 

occurring from cultural differences are taken notice. McHardy Reid & Walsh 

(2003) studied Shanghai area because based on the executives Shanghai is 

the area where strategic decisions are made. Authors found that MNCs might 

miss the true nature of opportunity because of their selective perception. 

Companies need to be flexible and profitability improves with time in market. 

If companies attempt to generalize Shanghai-based success to the east of 

China, it is possible that their approach will be flawed. Study strengthens the 

importance of guanxi and without guanxi things seems to take longer.  
 

 

 
 

Figure 8. Key Points Of Literature Review 
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Key points are shown in figure 8. Long ago established theory of first mover 

advantage is tested in the context of order of entry into foreign markets. Many 

studies found that early entrants have higher market shares than the 

followers. Then different entry modes to the Chinese market were introduced 

and studies found that equity joint ventures might have higher profitability 

than others. There are still problems with joint ventures and some of the 

problems might originate from cultural differences. There are several factors 

that MNCs should take into account, for example entry time, investment size, 

equity level, human capital, capital requirement, contract duration, cultural 

gap. By identifying the most important factors to the companies’ decision-

making process as well as planning the operations are much easier.  Table 3 

concludes the articles used in literature review.  

 

  



43 
 

Table 3. Articles related to Chinese market entry 

 

No Author Article Year Key point 

1 Anwar S., Sun S. FDI and market entry/exit: Evidence 
from China 

2012 impact of FDI 

2 Buges W., Padget D. Understanding Environmental Risk fo 
IJVs in China 

2009 intenational 
joint ventures 

3 Claver E., Que D. Choice of Marke Entry Mode in China: 
the Influence of Firm-specific Factors 

2005 enry models, 
Spain as a 
samle  

4 Jagesma K., van Gorp D. M.  Still seaching for the pot of gold: Doing 
business in today's China 

2003 business 
environment 

5 Li X. Foreign Direct Investment in China: The 
Importance of Market Entry Timing 

2000 market entry 
timing 

6 Luo Y. Guanxi and Performance of Foreign-
invested Enterprises in China: An 
Empirical Inqury 

1997 guanxi 

7 Luo Y.,  O'Connor N. Stuctural Changes to Foreign Direct 
Investment in China: an Evoluionary 
Prspective 

1998 FDI structural 
changes 

8 Luo Y., Peng M. W.  First Mover Advantages in Investing in 
Transitional Economies 

1998 early vs. late 
entrant 

9 McHardy Reid D., Walsh J.  Market Entry Decisions in China 2003 market entry 
experiences 

10 Muay J. Y., Ju M., Gao G. Y.  Foreign market enry timing revisied: 
trade-of between maket share 
peformance and firm survival 

2012 impact of entry 
timing 

11 Pan Y., Chi P. S. K.  Financial Performance and survival of 
multinational corporations in China 

1999 entry timing, 
mode of entry 

12 Pan Y.,Li S., Tse D. K. The Impac of Order and Mode of 
Market Entry on Pofitability and Market 
Share 

1999 impact of 
order, mode of 
entry 

13 Schlevogot K China 2000 critical issues 
and effecive 
staegies in 
China 

14 Tai L. S. T. Doing Business in the PRC: Some Keys 
to Success 

1988 business 
environment 

15 Zhang Y., Zhang Z., Liu Z.  Choice of entry modes in sequential FDI 
in an emerging economy 

2007 sequential FDI 
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4 EMPIRICAL ANALYSIS  
 

This is a unique chance to study about Finnish export tire that is operating in 

the Chinese market. This particular export tire focuses on doing business in 

China, compared to Finnish governmental supported projects which are more 

focusing on marketing activities in Chinese market. The aim of this research 

is to examine the case companies’ opinions about export tire entry. This kind 

of cooperation projects has not been studied that much. So this is an 

exclusive opportunity to understand companies’ expectations about the 

project.  

 

This chapter describes the research methodology used in the empirical part 

of this thesis. Also the process of case selection and description of the cases 

is provided. This chapter evaluates the criteria about the selected 

interviewees, and analysis of the collected data.   

  

4.1 Qualitative Research Method 
 

Main decision in the research process is to find suitable research method. In 

this thesis the ideal approach is to define the phenomenon in question, 

aiming to understand it and giving proper answers to the objectives of the 

research. This thesis is a qualitative study with case and cross-case analysis. 

According to Hirsjärvi et al. (2008) qualitative research reflects respondents’ 

observations of the situations hence create opportunity to recognize the 

issues related to their past and development.  

 

Qualitative study has different characteristics than quantitative study. It is 

non-numeral, guided by research problem, complex, narrative and multilevel. 

The structure of data collection method is different when comparing to 
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quantitative study and the purpose is to describe a certain case or activity and 

after that provide theoretical explanation of the phenomenon. Small amount 

of cases are analyzed as exactly as possible in qualitative research. Normally 

the researcher does not have any prejudgments and therefore is able to find 

new aspects from the collected data. (Heilmann 2009) (Eskola & Suoranta 

2003) 

 

Interviews are used in empirical part of this thesis. Totally six interviews were 

conducted in this study. There are five companies operating in this cluster 

and the sixth interview was from Company A’s advisor. Four of them were 

done in companies’ office, one in Lappeenranta, two in Vantaa and one in 

Espoo. Two interviews were conducted via Skype. The interviews were 

conducted during April 2014 and all the interviews were recorded. Questions 

were sent to interviewees beforehand so they were able to become familiar 

with the questions and themes. Table 4 summarizes interviews conducted.  

 

Table 4. Conducted Interviews 

Company Title 
Place of the 

interview 
Date 

A CEO Lappeenranta 11th of April 2014 

A Advisor Skype 8th of April 2014 

B 
The Head of 

Department 
Espoo 8th of April 2014 

C The Director Vantaa 9th of April 2014 

D The VP Skype 10th of April 2014	  

E 
The Export 

Manager 
Vantaa 2nd of April 2014 

 

 



46 
 

Interviews are semi-structured. Every company representatives were asked 

the same, previously decided questions. In some questions interviewees’ 

were asked to use Likert scale from one to five in their answers. Then rests of 

the questions were structured so that Interviewees were able to freely answer 

to the questions asked. By allowing free answers, new ideas and thoughts 

might be brought up during the interviews regarding to the interviewees’ 

interests and answers. Interviewees’ understanding and implications are 

matters of interest. If needed, particularizing questions were asked from 

interviewees. With the semi-structured interview, a deep overall 

understanding of the matters under examination was achieved. (Ruusuvuori 

et al, 2010)   

 

The list of interview questions translated into English can be seen in appendix 

1. The questions were divided into three different parts. First part was to 

familiarize companies’ knowledge about China and Chinese market. The first 

part included question about challenges in China as well as questions about 

using Chinese knowledge. Second part was dedicated to export tire. This part 

was the most important theme in interview. The aim of these questions was to 

find out expectations, outcome, challenges and benefits about the export tire. 

The last section in interview was future part. The aim of the last questions 

was to find if companies are about to operate in China in the future as well as 

find out the economic benefits when participating in export tire.  

 

There were no big challenges when evaluating the interview.  Almost all of 

the interviewees understand the questions are gave proper answers. Only 

few interviewees gave too short answers and some detailing questions were 

needed.  Interviews raised new and useful information.  In many of the cases 

interviewees told examples and new perspectives were found.  

 

Companies’ representatives have different backgrounds and mother 

languages. Some of the representatives have experience from the Chinese 
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market. One interview was done in English and rests of the interviews were 

done in Finnish. Languages were chosen due to the hope of better answer if 

interviewees were able to use their mother language or the secondary 

language.  All the interviews were recorded and after that after that 

transcribed. All the straight quotes used in the case analysis were translated 

into English.  

 

4.2 Case Selection Process  
 

The aim of this thesis is to evaluate the expectations of the companies in this 

particular export tire. It was agreed with the leader company in this export tire 

before about the subject of this thesis and later agreed the interviews with 

other companies’ representatives. Representatives were in charge of export 

tire operations within their companies.  

 

4.3 Case Descriptions and Within-case Analysis 
 

In this thesis the data was raised from the interviews. Dialogue between the 

interviewee and the interviewer created the base for data analysis. The 

collected data was comprehensive, proper and wide. After the data is 

collected some generalizations about export tire entry modes can be done. 

Same basic financial information was gathered from Amadeus database to 

describe companies operating revenues and number of employees. Table 5 

summarizes those indicators.   
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Table 5 Case Companies Information 

Company Key 
fundamentals 

Operating 
revenue (2012) 

Number of 
employees 

(2012) 

Case A 

Environmental 
remediation and 

innovation project 
management 

40 000 n.a 

Case B Comprehensive 
city solutions 

38 763 000 359 

Case C Air quality 
monitoring 

293 800 000 1422 

Case D Fine particle 
monitoring 

1 358 000 6 

Case E 
Building 

automation 
system 

12 162 000 88 

 

 

Figure 9 illustrates companies operating revenue.  Case Company C is the 

biggest when measured by operating revenue. 
 

 

 

 

 

 

 

 

 

 

 

Figure 9. Operating Revenue Of Case Companies In 2012 
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This export tire is established in October 2013. The duration of the contract is 

18 months so at this moment results are not totally realized. The aim of the 

export tire is to provide Finnish green city planning and green building 

products to China. Finnish companies are relatively small in Chinese market 

and this cooperation supports them to provide comprehensive solutions for 

Chinese customers. There are five Finnish companies operating in this 

project. Export tire has two Chinese partners in China. Export tire has leader 

who is mainly charged for the business operations. Other important person is 

technical director from case company B. In China Finnish technologies are 

highly appreciated.  

 

According to Eisenhardt (1989) typically within-case analysis involves 

detailed case study write-ups for each site. These write-ups are often simply 

pure descriptions, but they are central to the generation of insight. This kind 

of process allows the unique patterns of each case to emerge before 

investigators push to generalize patterns across cases. It is possible to 

familiarity with each case first and after that cross-case comparison is done. 

Furthermore, the case companies are introduced one by one.  
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4.4 Case A 
 

Company A is a Finnish Cleantech expertise Company. It is established in 

2011 and the business idea is to promote and provide Finnish green city 

planning and green building products to China. The CEO of the company was 

interviewed on 11th of April 2014. The CEO of the company has wide 

knowledge about Chinese market and Finnish business. This company is the 

leading company in this export tire. The idea behind the export tire is 

following.  

“Finnish companies, they are very good in technic and in products but 

if compare to scale of Chinese project, all the biggest Finnish 

companies look really small and then people immediately doubt the 

capability of the company which is not a question at all. We 

established partnership with different companies and then we started 

to consider what is the best way to show in front of Chinese customers. 

So that this cluster (export tire) idea appeared and we decided 

together to create this cluster which is group of companies. We 

become a group of Finnish companies and we call ourselves as 

cluster.” 

The value created for companies joining the export tire is that they can 

together provide comprehensive solutions.  

“It is very one typical example is that these companies they only 

provide single product but that is not the demand of the customer, the 

demand of the customers is comprehensive solutions” 

The challenge for the leading company in export tire is to find the balance of 

benefits for all of the member companies. Another challenge is to achieve the 

Chinese customer’s acceptance for this kind of business model. In Chinese 

market this kind of export tire is a new business model and might raise some 

question marks for Chinese customers.  
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When other companies state that one big challenge in Chinese market is the 

language, the CEO has his own opinion about language and business 

process.  

“I think language is not a big challenge; the true challenge is how you 

control the business process. And if they want to go without me and 

find interpreter who can only translate the language, my capability is 

that I don’t transfer all directly and I also control the process and how 

deep or how strong words we will give from Chinese to Finnish and 

from Finnish to Chinese. Sometimes Finnish say something too strong 

and I would like to make it softer for Chinese audience.” 

The duration of the project is not exactly defined. Export tire activity plan have 

been made on October 2013 and will hold for 18 months. After that the 

concept need to be checked and some restructuring might be done. The 

business model of the export tire will remain same if companies perform well 

in Chinese market. If companies do not achieve significant results then 

restructuring of the export tire is certainly needed. The most important thing is 

to monitor and control the change continuously.  

The advisor of the company has same kind of opinions about the export tire. 

He believes that the importance of China is becoming more important. He 

believes that the Company A has wide knowledge from different industries 

and proper contacts and is suitable to be a leading company in this export 

tire. He highlights the importance of communication on business processes. 

The advisor has negative experience from previous export tires. This 

particular export tire differs from previous ones and focus on doing business. 

The best companies have been selected to the export tire to guarantee the 

most effective cooperation.   
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4.5 Case B 
 

The Head of Unit (Urban Traffic) of the Company B was interviewed on 8th of 

April 2014. Company is a multitalented company in infrastructure, traffic 

solutions, land use, logistics, environment and digital services. Company has 

long history in infrastructure sector. Company has mainly operated in Finland 

but some international projects have gone through.  

The challenging economic situation in Finland has led to municipalities’ 

indebtedness and weakens the infrastructure building. Company wanted to 

consider the possibilities that Chinese market has to offer. Target of the 

company was to achieve growth from China because the challenging market 

conditions in Finland. The Head of Unit has noticed that Scandinavian 

knowhow is highly appreciated in China. In Finland the company is fairly big 

infrastructure planning company but in Chinese scale it is really small 

operator. Company has taken China into its strategy.  

”First time we took China into our 5-year strategy. So China is in the 

strategy as an own country and it means that we have to put effort. We 

also have to have some kind of perseverance. We know that results 

are not immediately coming and it really requires patience”  

Language and culture are the biggest differences between Finland and 

China. Company did not have huge expectations about the export tire. The 

Head of Department believes that export tire is good choice for companies 

who would like to expand the business in China in the future. The aim of the 

company was to familiarize the Chinese market through this project. The 

employees of the company had also request to have international project and 

this export tire has brought enthusiastic attitude among the employees. In 

China the company is trying to familiarize the highest relationship (guanxi) 

China has to offer.  
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”It is the city managers, political managers and government we are 

interested in”  

Motivator to join the export tire was possibility to share risk. Company 

believes if they had operated without the support from other companies, it 

would have been more expensive and tougher. Through export tire company 

has learnt more about culture and more about being patience. The results 

from export tire are at this moment difficult to explain. Company has achieved 

some pilot projects but the real business is still missing. However they still 

see this export tire in a positive way.  

“We do not have real business activity in China at the moment but 

when we think how effective we have worked and gathered contacts, 

offers and negotiations, it have been a good platform in embryo” 

Company has achieved support from other companies. The Head of 

Department believes that company would have achieved more benefits if 

there had been more infrastructure companies in export tire. At this moment 

he thinks that some companies are too separate from each other’s when 

thinking about the fields companies are operating.  

“We have got some contacts and meetings we would have not got 

without this export tire. Or at least it would have been harder. We have 

also gathered network and now we have hired some freelance persons 

in China who have some kind of knowledge about our substance. They 

know what we are doing and they can do marketing for us and arrange 

meetings for us.”  

 One issue is over the others, relationships are really important in China.  

”It is all about knowing the right people and we have the people and 

they know people who know people”    
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4.6 Case C  
 
The Director of the company C was interviewed on 9th of April 2014. 

Company is a global leader in environmental and industrial measurement.  

Company has operated in China for many years and has its own offices 

there. The Director operates in a team with Chinese employees and selling 

experts and therefore has wide knowledge about the Chinese market.  Only 3 

– 4 % of the team’s revenue comes from Finland. With the help of export tire 

company decided to entry into new market segment.  

”When this kind of export tire option came into, we just decided to try 

because this is not taking too much” 

Company has not met any big challenges. Surely different methods of doing 

business, strong competition and relationships are factors that matter. 

Company’s competitors in China are other European companies. Company is 

conscious about China’s Five-Year-Plans but do not observe those plans too 

much.  

Company was asked to join the export tire after the export tire had already 

operated for a while. The director believes that would have not ended up into 

export tire without invitation. The expectations about export tire were quite 

neutral. Company was not selling particular products in China and thought 

that this might be good opportunity to reach the targeted market segment.  

“We have one partner over there and we will see if this is working or 

not. We have had one demo installation but that is a something to be 

too excited for. It is easy to get demo but hard to get business.” 

China is very important market for the company. It has three offices in China 

and in the future the amount of selling experts will increase if business activity 

increases. Company has not planned to move other activities to China. In 
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other words, company is not about to move their manufacturing to China. 

Attending to export tire is a marketing activity for the company.  

“I have not made any calculations. I think this is more like investing in 

marketing. The money invested in export tire operations is from my 

marketing budget”  

The Director of the company believes that results will be realized later and at 

this moment it is hard to give opinion whether attending to export tire was 

profitable or not.  
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4.7 Case D 

 
The VP of the company D was interviewed on 10th of April 2014. Company 

has operated in China before the export tire hence the VP has good 

knowledge about Chinese market. The Chinese market is really important for 

the company.  

“Depending on the source, almost 60 – 80 percentages of the markets 

are in China. So we have to be there” 

The VP does not consider China to be a challenging market. Of course there 

are cultural differences including whole different languag. Then there are 

differences in business methods and business culture. Company has one 

native Chinese employee in Finland, which has proven to be a real asset 

considering the business operations in China. The VP recommends for every 

SME to hire Chinese labor to promote their success in China. The company 

has succeeded rather well in the Chinese market area and their future 

appears to be promising.  

“The focus of our operations is all the time moving more and more 

towards China. At the moment we are thinking, and probably within 

this year we are establishing our own subsidiary to China. We are also 

moving our manufacturing to China within the next two years.”  

Companies have to implement new and innovative philosophies in their sales 

and marketing strategies. It is different to sell to technology oriented 

customers than to mainstream markets. It is also important to monitor 

subcontractor all the time. The importance of guanxi is significant in China. 

 “Look in China the business is not based on me, it’s based on 

relationships”  
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The motive behind joining the export tire was to introduce new product that 

was about to established to new application area. Company decided to join 

the export tire because there was industry expertise in the export tire. The 

demand of Chinese customers is comprehensive solution about air filtering, 

not just anchor. The expectations about export tire were quite neutral and 

realization has been positive surprise for the company.  

“We have got projects and orders. We have delivered goods to 

customers who have appeared through the export tire” 

The company has learnt how heterogeneous area China is. The importance 

of the government is huge. The company has faced some corruption but 

fortunately survived well without bigger problems. The expenses from export 

tire are covered by the sales budget. The company considers that the leader 

in this export tire is very energetic. The leader and other companies create 

very effective team.  

“Export tire is like whatever tool that we can use. It is not good if it is 

just lying on the table, we have to actively use it.”  
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4.8 Case E  
 

The Export Manager of the company C was interviewed on 2nd of April 2014. 

Company is operating in the field of building automation & security solutions. 

The company operates internationally in more than 10 countries worldwide.  

The Export Manager itself does not speak Chinese. He has studied the 

basics of Russian language when the company started to operate in Russia. 

The biggest challenges when operating in China are language and distance. 

He does not see the future of Chinese market for the company too positive. 

According to export manager, the company is used to bureaucracy so 

Chinese bureaucracy is not a new thing at all. At this moment the future does 

not seem to be so positive for the company.  

“We do not put more effort, we just keep this project. With one 

company we have pilot project ongoing but this (export tire entry) has 

been so slow” 

For this company the export tire may not be the best solution. The company 

did not have huge expectations about the export tire. Earlier the company did 

market entry to Russia with Russian speaking agent and found that to be 

more effective way.   

”With small effort we are able to poke the market; I did not expect any 

big things. Pretty much same than previous projects. In my opinion 

export tire is a relatively inefficient way to entry the market” 

In the future better option for the company might be the use of own agent. 

Chinese way of building relationship was new thing for the company and they 

prefer more straight action. The export manager states that companies are 

really different in this export tire and for them it is a big challenge. The need 

of company’s products is not in the beginning on life cycle compared to 
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infrastructure or architecture companies and that creates challenges for the 

company 

”When next sale tires approach, especially by consultants, then I do 

not attend to that tire. I prefer to buy service that is made for us.” 

References are really important in the field where the company operates. 

Getting more relevant references is important if the company wants to 

continue operating in China. For the company it is hard to state when the 

project has paid back itself.  

” It has not paid itself back, so money has just gone” 

The export manager thinks that hiring one Chinese speaking person with 

knowledge of certain industry branch may have been the better option. But 

hiring that kind of person is really difficult. During the project these kinds of 

employees have found the company and if needed, they are available in the 

future. The company is about to establish subsidiary to Russia. If they want to 

have subsidiary in the future in China, it would be joint venture with a partner 

who they can trust. But they have not thought that too much.  
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5 EXPORT TIRE ENTRY TO CHINESE MARKET 
 

This chapter contains the empirical analysis of the export tire. It is based on 

the interviews and interviewees interpretations. The aim of this chapter is to 

integrate theory and interviews as a one combination. Furthermore, 

Interviews are divided into three different parts and similarities and 

differences between companies are searched.  

 
After all of the case companies are introduced it is time for cross-case 

analysis. The idea behind the cross-case comparison is to force researchers 

to go beyond initial impressions. Different tactics are introduces for cross-

case analysis. In this study the aim is to select categories or dimensions and 

then search within-group similarities and differences.  (Eisenhardt, 1989) 

 

5.1 China 
 

China is a fast growing developed country. Measured by population China is 

the biggest country in the world. Nowadays companies are not only searching 

for low-cost labor but also the markets for consumer and investment products. 

Analysts believe China to become world’s largest economy within the next 

years. Often China is considered as a challenging market because of the 

cultural differences. Major cultural differences between China and European 

market are distance, language, the importance of government and 

relationships. Furthermore, the case companies’ opinions about China are 

introduced in this section.  

First the case companies’ knowledge about Chinese market and opinion 

about challenges in the Chinese market are compared. The case company A, 

which is the lead company in this export tire, has most knowledge about 
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Chinese market environment. Companies C and D considered that they have 

good knowledge about the market. Companies B and E did not have that 

wide knowledge about Chinese market and they trust most to the support 

they get from the leader. Companies B and E did their market entry to 

Chinese market through this export tire hence other companies have gained 

knowledge before joining the export tire. Even if the company A is the leading 

company, it strongly believes that Chinese market is really challenging. Also 

the company E considers that Chinese market is really challenging. The 

company C believes that Chinese market is challenging while rest of the 

companies thought that China is as challenging as other markets. Even 

company representatives have good knowledge about Chinese market, they 

still consider China as a challenging market. Figure 10 illustrates companies’ 

opinions.  

 

Figure 10. Comparison Between The Knowledge And Challenges In The 

Chinese Market  

All of the companies in this export tire have the best substance knowledge in 

Finland. There are different kinds of companies operating in different industry 
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field but the value created through export tire is that they can together provide 

proper solutions instead of one or two products. Companies had different 

motives behind joining the cluster. The leading company wanted to provide 

and promote better cleantech solutions and help other companies to survive 

in the Chinese market, two companies did their market entry to Chinese 

market and two companies are trying to reach new market segment. Even 

working together companies have different opinions about how well they have 

succeeded in China, table 6 illustrates that.  There are many possible 

reasons for that. Companies B and D are not so familiarize with the new 

business environment and have just reach pilot projects. Companies C and D 

have operated in China before and have got some results already. The 

leading company A thinks that export tire is working well but still more 

significant results are needed.   

Table 6. Companies’ Success In China 

Company 

How well have 

succeeded in 

China 

A 3,5 

B 2 

C 4 

D 5 

E 2 

 

Other companies gave grade 4 when asking the positive outlook of Chinese 

market. Only the company E gave grade 2. Company E is not so used to 

Chinese culture and business etiquette. It prefers straight action instead of 
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building strong relationships. Company E had done market entry to Russian 

market by using own agent and considers that to be more effective way. The 

export manager of Company E thought that companies participate at the 

different stage of the process and that company E is among the last 

participants.  

Overall all of the case companies are among the best operators in their 

industry. Companies overall opinion about the Chinese market is positive. 

Most of the companies are aware that results will be realized later and they 

are patient.  The degree of the interest toward Chinese market is relatively 

high within each of the companies. Therefore the degree of the knowledge 

about the market differs among the companies, which allows learning from 

the others. Together relatively small Finnish companies create a functional 

entity.  

 

5.2 Export Tire 
 

In this section the companies’ expectations about export tire is described. The 

project is ongoing and final results about how the expectations are realized 

should be searched after the project.  

Companies had kind of neutral expectations about the export tire. Some 

companies had participated to export tire or to some other cooperation project 

earlier. For the most of the companies, this was the first participating to 

cooperation project. Companies A, B, C and D all had neutral expectations 

about the export tire. The company E had really low expectations. For all of 

the companies, expectations are met at this moment and for companies D 

and E expectations are exceeded. Figure 11 illustrates the companies’ 

attitudes. Expectations were easily exceeded because of the neutral 

prospects  
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Figure 11. Companies Expectations About The Export Tire 

Reaching proper governmental contacts and partners was appreciated when 

studying the received benefits. Companies have had demo projects or pilot 

projects with Chinese companies. The company D is already doing business 

in the Chinese market and the company had most positive opinion about 

received benefits. Getting to know other operators in the export tire were 

referred as a benefit.  Companies, which have pilot projects, are waiting for 

proper results. It is easy to acquire pilot project but hard to do the real 

business. Companies’ attitudes towards received benefits are illustrated in 

figure 15. The company D had received the most benefits. Companies B, C 

and E have reached benefits on an average level. Company A believes that 

more benefits will be reaching in the future but already at this moment some 

companies have met financial benefits. Companies, which are successfully 

already selling their products in China, are probably operating there for a long 

time.  

China is challenging market so companies were asked to describe if they 

have met challenges while operating in export tire.  Figure 12 also illustrates if 
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companies have met challenges. Companies A, B and E described that China 

is really challenging market and they have met challenges. On the other hand 

companies C and D have not met big challenges. For the company E market 

has been the most challenging. The export manager of the company E did 

not have knowledge about Chinese market before joining the export tire. The 

company E prefers straight action instead of building strong relationships, 

which are highly appreciated in the Chinese market. For the export manager 

the first trip to China and getting to know party members and mayors was not 

important in his opinion. He describes that in the other markets, company 

approaches the customer straight not others.  

 

Figure 12. Received Benefits & Challenges Met  

So companies, which are familiar to market environment, did not met 

challenges compared to other companies. Companies C and D have 

operated in China already for many years and are aware of potential risks 

and business etiquette. Companies B and E have entered the Chinese 

market through the export tire and are meeting new challenges all the time. 

The leading company A refers China to be really challenging market. Actually 
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company A’s function is to help Finnish companies to operate in China. The 

CEO of the company A believes that business practices differ greatly when 

comparing China and Finland.  

Trust between the parties in export tire was highly appreciated. Table 7 

illustrates grades which companies gave in the interviews. Companies 

experience that trust is achieved in this particular export tire.  The energetic 

and active leader from the company A received really good feedback from 

other companies’ representatives.  

Table 7. The Importance of Trust in Export Tire 

Case Company 
Importance of 
trust in export 
tire operations 

Company A 4 

Company B 5 

Company C 5 

Company D 5 

Company E 5 

 

Overall grade for export tire operations is illustrated in Figure 13. Companies 

A and D were satisfied with the results. The company E was the only one who 

thought that hiring own agent would be better option in the future.  It is 

important to understand that export tire is still an ongoing project and final 

results are realized later.  



67 
 

 

Figure 13. Overall Grade For Export Tire Operations 

 

Companies are in a different step of the business operations. Some of the 

companies are doing business and selling their products while others are 

waiting for the results from the pilot projects. The companies chosen to the 

export tire are among the best cleantech companies in Finland. The 

companies’ overall expectations about the export tire were quite a similar and 

the support given from the leading company and other members have 

certainly strengthened companies positioning in the Chinese market. 

Probably without the support entering the Chinese market or new segment in 

the market would have been more difficult.  

 

5.3 Future Prospects  
 

Most of the companies are waiting for the results from negotiations or pilot 

projects. Most of the companies have not planned to establish subsidiaries or 

manufacturing bases to China. The case company D makes exception. The 

0 

1 

2 

3 

4 

5 

Company A Company B Company C Company D Company E 

Grade for export tire 
operations 



68 
 

company D is transferring some business activities to Chinese market. Within 

this year, the company is about to establish a subsidiary. The VP of the 

company describes the business model to be JV. The company D is also 

transferring its manufacturing to China. At this moment company’s products 

are manufactured in Finland. The VP listed two important issues concerning 

the transfer of the activities. Those are:  

 

1) Finding a proper partner from China  

2) How to collect the profits from China to Finland? 

 

The company C will increase the amount of sales experts if business 

continues to growth. Companies B and E are waiting for steady business and 

after that they will decide about the future operations. The Company E 

considers that the references are really important and is working to reach the 

best available references. The leading company A believes that they have set 

realistic goals and those are reachable. The company A itself is continuing to 

provide the best Finnish green city solutions and is not planning to transfer 

the manufacturing to China.  

 
Figure 14. Companies’ Willingness To Continue Their Operations In China  
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Companies’ willingness to continue their operations in china are shown in 

figure 14. Only the company E gave grade three to future prospects. The 

company E experiences that the export tire has not brought unique benefits 

compared to agencies the company has used before. The support from the 

leading company and from the other members is not so relevant for the 

company E. The company E has really realistic expectations, more customer-

oriented attitude and does not have so much knowledge about Chinese 

market. It is the only company stated that instead of export tire should have 

chosen to use own agent. The products of the company E required 

engineering knowledge that might be harder to sell for the Chinese 

customers.  

The expenses from the export tire are covered in a different ways. The 

investments done to the export tire from each of the companies are not huge. 

Export tire have common group budget and estimated cost structure is 

illustrated in Figure 15.  

 
 

Figure 15. The Cost Structure Of The Export Tire 
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For some of the case companies export tire costs are marketing or sales 

costs. The target for the companies is to achieve growth, increase the 

visibility of the company and to find potential customers. Stated factors 

includes in the field of marketing. Companies have not made any investment 

calculations because the money invest to the export tire is not so significant.  

 

Case companies believe that China continue its growth and is becoming even 

more important market. The current situation of Russia was included in the 

study by asking from the companies which market is more important to them, 

Russia or China. Question was easy to the companies, which are not 

operating in Russia at all. Those companies prefer Chinese market. The 

Company E is afraid if crisis in Russia and Ukraine continues and is already 

looking for new markets in Europe.  

 

Within the next years it is possible to state whether this export tire has been a 

proper solution for the case companies or not. So far the results have been 

positive and companies have together reached good results. For some of the 

companies these results mean new contacts, pilot projects and partners.  For 

rest of the companies, results are proper business practices. The leader has 

been very effective and has provided the best platform for the case 

companies.  

 

Other Finnish organizations have noticed this particular export tire. It is 

already stated that same kind of export tire will be established by one Finnish 

governmental organization in the future.  Compared to other governmental 

export tires and other co-operation projects, this particular export tire is 

considered to be more effective.  The case companies stated that business 

has been the key factor in this export tire from the beginning while other 

projects are established for marketing purposes.  
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If case companies need to establish subsidiary to China in the future, for most 

of the companies it would be joint venture. Joint ventures are dominant entry 

modes when investing in China’s growing market. It is not easy to establish 

joint venture in China. Only the company D is establishing a subsidiary to 

China within the next year and the planned business model is JV. The 

company D is aware of challenges related to establishing a subsidiary. The 

VP of the company D has studied the literature of China and the literature of 

mainstream markets. He has found answers to the issues dealing with new 

market and new business model.  Rest of the case companies are willing to 

continue with same business model that they are using at the moment.  
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6 DISCUSSION AND CONCLUSIONS 
 

China has rapidly changed after the economic reform. Before the reform the 

economic guidance was derived from the Little Red Book of Mao and China 

was left behind by other economies. Today, almost 40 years later, China is 

one of the world’s leading economies. China has undergone fast economic 

growth, urbanization and adopted the western lifestyle. 

 

The literature review of the study provided comprehensive view how to enter 

China’s market as well as the current situation of international studies. 

Different entry modes were described and the matter of entry timing and 

overall business environment were introduced. China has been totally 

different market compared to European market but is moving toward western 

business practices.  

 

This study was a unique opportunity to study Finnish export tire that is 

operating in the Chinese market. This particular export tire focuses on doing 

business in China.  It received acknowledgment because of fast business 

activities. Particularly other Finnish governmental supported projects focus 

more on marketing activities in Chinese market. Those governmental 

supported projects encourage Finnish companies to get to know Chinese 

market, to recognize proper business activities and to solve business 

challenges. This export tire has been a good example of new kind of 

cooperation model and other organizations are about to use same kind of 

entry model when entering to Chinese market later in the future.  

 

This thesis aimed to find out case companies expectations and realization 

about particular export tire. The background for this study was built by 

studying Chinese industry history and different market entry modes. The 
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empirical part of this study included case companies’ interviews and analysis. 

This last chapter summarizes the results and findings of this thesis.  

 

Research question were following 

 

• What is the background and expectations of export tire entry to 

Chinese market? 

 

This particular export tire consists of five Finnish cleantech companies that 

are operating in the Chinese market and two Chinese partners. Three of the 

case companies had done business in China before the export tire.  Two 

other companies did their market entry to China via export tire. The value 

added for companies operating in export tire is that they can together provide 

comprehensive solutions instead of one particular product. So background of 

the export tire was to support Finnish companies because they are relatively 

small in the Chinese market and to support Finnish green city planning and 

technologies in China.  The case companies had neutral expectations about 

the export tire.  

 

Case companies had different kind of knowledge about the Chinese market. 

Also the opinions about challenges and benefits about the export tire varied 

among the companies. The leading company has important role in business 

practices. The trust in the export tire is important and can be found in this 

particular project. Almost all of the companies are likely to continue their 

China operations in the future. Companies believe that export tire has brought 

them more benefits than challenges.  

          

 

The sub-research questions were following  
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• What kinds of expectations companies have about co-operation 

projects?  
 

• How the market entry to Chinese market can be done?  
 

• What is the background of Chinese markets? 

 

The first sub-question can be answered on the basis of conducted interviews. 

The case companies’ expectations towards export tire were quite neutral. 

Only a few companies had experience about export tire or some other co-

operation projects. The leading Company A wanted to promote Finnish 

technology knowledge to Chinese market. Companies C and D attempted to 

reach new market segments via export tire and for the companies B and E 

this was a way to conduct the market entry to China.  

 

The answer for the second sub-question was provided through literature 

review.  The context of the Chinese market has been more complicated 

comparing to European market. Different market entry modes were 

introduced and among the global companies the widely known mode was JV. 

Other introduced entry modes were WOEs and different kinds of export and 

representative offices. Market entry timing included theories of early and late 

entrants. Studies concluded that early entrants enjoy higher market shares. 

The business environment of the Chinese market was also introduced. The 

importance of guanxi is huge compared to European market. Furthermore 

different laws and regulations have to be noticed when global enterprises are 

doing business in China.  

 

The background of the Chinese market was described in the second section.  

After the economic reform China has reached enormous economic growth 

and became one of the world’s leading economies. Nowadays it is not only a 
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manufacturing base for global companies but also a good market with millions 

of customers. China is still struggling with problems like corruption and 

pollutions but efforts toward solid market base are done. Environmental 

issues create demand for cleantech solutions and Finnish technology is 

widely appreciated in China.  

 
This study illustrates that the export tire entry is easy and cost effective way 

to entry new market or market segment. Export tire is really dependent on the 

leader. The CEO of the company A is the leader in this export tire and other 

companies’ representatives regarded him to be really effective. Without the 

leader, other case companies might not have succeeded so well. It is also 

important that companies in the export tire are operating in a same field with 

substantive competence.  

 

When entering to the Chinese market, companies should gain knowledge 

about the market, be patience, and have Chinese-speaking experts. Also 

different laws and regulations as well as cultural differences have to be taken 

notice. In this study companies’ representatives with global experience did 

not argue China to be too challenging market compared to representatives 

without global experience.  

 

Finnish companies and organizations are putting more effort towards Chinese 

markets. Before governmental organizations have focused on marketing 

activities but this particular export tire was among the first cooperation project 

which focuses on doing business. Case companies considered export tire 

entry to be an effective way to enter the market. Similar projects will be 

established in the near future. The motive behind the export tires and other 

projects focusing on Chinese market is to promote Finnish export and 

cleantech knowledge.  
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The most significant limitation of this study is that the results are based on 

expectations. At this moment some of the case companies are doing 

business in China while other companies only have pilot projects and they are 

waiting for proper results. All the results are based on case companies’ 

opinions.  

Further research is needed. After the export tire expires it would be wise to 

study realized results.  One suggestion for the future research is to study how 

the case company that is establishing a subsidiary to China has succeeded 

and how they are collecting the revenues from China to Finland.  
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APPENDICES 
 

Appendix 1. Interview Questions 
 
 Interview questions  
China  

1a) On a scale from one to five, how much do you have knowledge about 

China and Chinese market? (1= no knowledge, 5= very much knowledge)  

1b) Why China?  

2a) On a scale from one to five, (in your opinion) how challenging is the 

Chinese market? (1= no challenging at all, 5 = very challenging)  

2b) What have been the biggest challenges for your company?  

3a) On a scale from one to five, in your opinion how positive is the future of 

Chinese market? (1= negative, 5= really positive)  

3b) How that affects to your company’s operations?  

4) On a scale from one to five, how well have your company succeeded in 

China? (1= not so well, 5= very good) 5) What are the biggest differences 

between Chinese and European markets?  

6) Have you met any cultural differences?  

7) Do you trust Chinese know-how?  

 

Export tire  

8a) On a scale from one to five, how positive expectations you had about 

export tire? (1= negative, 5= really positive)  

8b) Could you describe your expectations with few sentences?  

9) On a scale from one to five, how well export tire has met your 

expectations? (1= not at all, 5= very much)  

10a) On a scale from one to five, how many advantages this project has 

brought to your company?  
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10b) What are the concrete advantages?  

11a) On a scale from one to five, how much have you met challenges during 

this project? (1= have not met, 5= have met many)  

11b) What have been the biggest challenges according to this project?  

12) On a scale from one to five, How important is trust between the parties in 

export tire? (1= not important, 5= really important)  

13) How did you end up operating in export tire?  

14) What are the concrete lessons you have learned?  

15) On a scale from one to five, what grade would you give to export tire? (1= 

bad, 5= very good)  

16) Would you participate again in a similar project?  

 

Future  

17a) On a scale from one to five, do you consider that Chinese market is 

becoming more important market than Russian market?  

17b) Which one do you think to be more important market in the future, China 

or Russia and why?  

18a) On a scale from one to five, is your target to continue operating in 

China? (1= no, 5= absolutely)  

18b) If operating in China in the future, do you try to expand the business?  

19) Do you see that participating in export tire is investment to the future?  

20) Do you consider participating in export tire more profitable option? 
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Appendix 2. Results from interviews 
Case companies attitudes towards China 

Company 

Knowledge 
about 

Chinese 
market 

 

How 
challenging 

the market is 

How positive 
future 

Chinese 
market has? 

 

How well 
have 

succeeded in 
China 

 

A 5 5 4 4 

B 1 3 4 2 

C 4 4 4 4 

D 4 2 4 5 

E 2 5 2 2 

 

Case companies attitudes about export tire operations 

Company 

How positive 

expectations 

companies 

have? 

How well 

have 

How much 

company 

has 

received 

benefits 

How much 

company 

has met 

challenges 

Grade for 

export tire 

operations 

A 3 3 1 4 4 

B 3 3 3 4 3,5 

C 3 3 3 1 3 

D 3 4 4 1 4 

E 1 4 3 4 2 

 

 



86 
 

 

Case companies attitudes about future prospects 

Company Is China becoming more 

important market than 

Russia? 

Target to continue 

operating in China 

A 4 5 

B 4 5 

C 5 5 

D 5 5 

E 3 3 

 


