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ABSTRACT	  
Business model is a concept that has gained increasing attention in recent years. It is seen as a 
firm’s ticket to success and has been studied by researchers and managers alike to find the 
ultimate template for prosperity. Little research has, however, been conducted on the 
necessary adjustments of a business model in the case of new market entry. Globalization has 
inspired companies to grow internationally, and firms increasingly look for new markets to 
capture, and China has become one of the most attractive markets for western firms. Existing 
theory claims that business model adjustment is necessary when expanding globally. Hence, 
our aim is to research how a firm’s business model adjusts when entering a new market. We 
also aim to further develop existing theory on the interrelation between business model 
elements, and see how change in one element influences other connected elements.  

We have conducted a qualitative exploratory case study using the business model of a 
European e-commerce company on the verge of entering China. To reach the purpose of the 
thesis we have conducted interviews with employees of the studied company to understand 
their current business model, previous changes when entering new markets and the 
expectations on China’s influence on the business model. We have also collected information 
on the Chinese market through interviews and secondary sources. The gathered data has been 
analyzed in accordance with theories concerning culture, consumer behavior and business 
model features.	  	  

The results of the data gave us a foundation for researching the influences of culture on the 
business model. Through increased knowledge in the area of business models, information on 
the Chinese culture and market, and theoretical findings regarding e.g. culture and consumer 
behavior, we have been able to analyze how cultural aspects influence business model 
elements. We found potential links between cultural traits of the Chinese market and the 
market’s consumer behavior and preferences.  

The conclusion of the thesis states that the elements primarily affected by new market entry 
are target customer, relationships, partnerships and capabilities. The two first are influenced 
by the changing consumer preferences (culture) whereas the final two are operational and 
affected by the organizational changes necessary when entering a new market. We also found 
change in value configuration, distribution channel and cost structure as a result of the 
adjustments made in the previously mentioned elements.  Due to the lack of information on 
other markets, apart from the European, it has, however, been difficult to draw generally 
applicable conclusions on cultural influence on the business model. 
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ABBREVIATIONS	  
B2C Business to consumer 

B2T Business to team 

C2C Consumer to consumer 

CNNIC China Internet Network Information Center 

EUR Euro, European currency 

GDP Gross Domestic Product 

IPO Initial Public Offering, stock market launch 

IT Information Technology 

OECD Organisation for Economic Co-operation and Development 

RMB Renminbi, Chinese currency 

USD United States Dollars, currency 
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CHAPTER	  1	  –	  INTRODUCTION	  
This chapter will introduce the background to the problem and provide an overview of 
the previous research conducted on the subject of business model adjustment, leading to 
the thesis’ research purpose and questions. Moreover, it covers the intended 
contributions.  
	  

1.1	  BACKGROUND	  DISCUSSION	  

n 2004 the famous online customer-to-customer (C2C) trading site eBay.com 
opened its operations in China with the goal to win the market. In 2006 they 
announced their retreat. The Internet giant had failed to attract the Chinese 
customers and had lost the market to the competitor Taobao.com. Failing to 

understand the market, eBay.com decided to keep the “global platform” of products and 
services which meant neglecting to adapt the site to the Chinese consumer preferences 
(Wang, 2010). In short, the lesson to be drawn from the case of eBay.com is that 
understanding a market and its customers might make it necessary to adjust the business 
model. 

The intention with the following discussion is to gain knowledge of what previous 
research has been conducted in the area of business models and search for a research 
gap which covers the aspect of business model adjustment on a new market. Our 
research focuses on business model adjustment but includes other standpoints: business 
model elements, culture, e-commerce, and consumer behavior.  

Business models have been an area of increasing interest in the last couple of years. The 
journal Long Range Planning dedicated an entire issue to the subject of business models 
in 2010 which is a clear indicator of the interest in the field. Previous research has 
mainly included extensive discussions concerning business model features and what 
role it plays within the firm (Osterwalder, 2004; Zott et al., 2010). A business model is 
the core of a business, the definition of the firm, providing an understanding of the 
functions and operations, what it does and how the firm makes money (Osterwalder et 
al., 2005, pp. 17-18; Weill et al., 2005, p. 5; Casadesus-Masanell & Ricart, 2010, p. 
196). Timmers (1998, p. 4) defines the business model as an outline of the actors, roles, 
offerings, benefits of the business to different actors and an overview of the revenue 
channels. Timmers (1998) also identifies a number of e-business models which to a 
varying degree differ from general business models. In this thesis business model is a 
key concept and will be defined as the core functions of a firm that determines its 
activities and purpose. This will be the definition referred to from this point forward.  

Many researchers and authors have slightly different views of the business model 
elements and are labeling them in their own ways; still the main elements tend to be the 
same. Main elements such as value proposition, target customer and revenue model 
have been discussed by Osterwalder (2004), Zott et al. (2010) and Hedman & Kalling 
(2001). Defining the different elements is necessary to understand and get a clear view 
of the firm’s operations and value creating activities (Cavalcante et al., 2011, p. 1330). 
When studying business models it is easy to assume certain activities to be more 
important than others. It must be considered, however, that some elements are more 
important to certain firms but not so much to others. Forgetting to acknowledge this fact 

I 
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might give a faulty view when comparing business models of different kind of firms 
(Siggelkow, 2002, p. 126). 

As there are many authors on business models there are many different opinions of the 
dynamics of business models. It appears most agree that adjustment of some sort will 
take place. The business model must consist of parts which are based on managerial 
choices since they affect the entire business and will keep it up to date (Casadesus-
Masanell & Ricart, 2010, p. 198). According to Dunford et al. (2010, p. 671) the 
business model continues to develop automatically throughout the life of the business 
model, none less than 98 percent of firms adjust their business model to some extent 
(Casadesus-Masanell & Ricart, 2011, p. 101). Business model change usually occurs 
when a firm is in trouble and not performing as expected (Demil & Lecocq, 2010, p. 
236). In that case the firm has two options, revising or terminating the business model, 
which are two of the four ways a business model can be changed along with creating 
and extension (Cavalcante et al., 2011, p. 1328). Linder & Cantrell (2000) discuss 
models for change and how change affects the entire business model. Depending on the 
activity the effect on the business model will differ. Not all activities will affect the 
business model since the function of the business model is to work as a stable 
framework to the firm (Cavalcante et al., 2011, p. 1330). Linder & Cantrell (2000, p. 6) 
further argue that e-commerce models are just a development and improvement of the 
general business model.  

In certain situations it is relevant for a firm to create a new business model to add to the 
existing one/s rather than making adjustments to the old one. Creating a new business 
model does not mean the old one is bad or should be abandoned. Instead it means that 
circumstances have changed which makes it more profitable with an additional business 
model (Johnson et al., 2008, p. 57). Having a business model that is adapted to the 
current market is essential to survive and will eventually create a competitive 
advantage. Linder & Cantrell (2000, p. 13) identified globalization to have large impact 
on change in a firm’s business model but will at the same time argue that geographical 
expansion does not have to involve business model adjustment. Yahagi & Kar (2009, p. 
42) have studied the concepts of whether or not a firm should (i) localize, completely 
adjust the business model to the new market, (ii) standardize, change nothing in the 
business model or (iii) partially adapt and/or continuously adapt creatively, both 
involving making certain adjustments to the business model. Demil & Lecocq (2010, p. 
237) claim that the environment of a firm is influences all business model elements in 
different ways. Here the environment constitutes of all external and internal factors 
influencing a firm, which thus consist partly of the market it is active on.  

When conscious managerial decisions are the foundation of business model adjustment 
Demil & Lecocq (2010, p. 239) claim that the consequences in terms of adjustments on 
other business model elements can be uncontrollable and unintentional. Hedman & 
Kalling (2001, p. 10) briefly touches upon the interrelation between the business model 
segments and how simply choosing the wrong price or quality offering might affect the 
rest of the business model. Osterwalder (2004, pp. 42; 50-101) further discusses how 
the elements of a business model are related and based on each other creating a 
framework for business model interrelation. 

Casadesus-Masanell & Ricart explain that the deeper the knowledge of the model and 
the differentiation the more likely the firm is to find the weak spots and make the model 
and company even stronger. Three common traits for a good business model are 
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reflection of the vision of the company, self-reinforcement and robustness (2010, p. 
196). They also add the importance of interaction with other actors on the market and 
further discuss the difficulty in making a fair judgment of the market when different 
companies use different business models (Casadesus-Masanell & Ricart, 2011, p. 102). 
Zook & Allen (2011, pp. 108-109) examine how companies are building their business 
models around their differentiation.  

The majority of research conducted is in the area of developing, explaining and 
understanding successful business model concepts. According to Weill et al. few proper 
studies have been conducted on the processes of business models (2005, p. 3). Johnson 
et al. (2008, p. 52) identifies a gap in research relating to “the dynamics and processes 
of business model development”. The studies we have in fact found on continuous 
development of business model mostly concern the general evolvement which usually 
takes place when the performance of a firm is inferior. As mentioned, Demil & Lecocq 
(2010, p. 237) briefly touched upon the influences of external factors on the business 
model. However, there appears to be little research conducted on the effects coming 
from new market entry apart from the model developed by Linder & Cantrell (2000, p. 
11) who specified that change is necessary for a globalizing firm. Hence, the gap we 
have found in our background discussion is business model adjustment due to entry into 
new markets. Although research has been conducted on the interrelation of business 
model elements academic theory again lacks the influence of the new market entry.  

	  
Figure	  1:	  The	  research	  gap	  

	  

1.2	  RESEARCH	  OBJECTIVE	  AND	  QUESTIONS	  

The objective of this research is to analyze business model adjustments and its 
consequences based on theoretical models and the empirical findings. By researching 
how a change in one or more elements affect the rest of the business model and the 
business as a whole we can develop a theoretical understanding on how different 
components of a business model may correlate with each other. With respect to the 
research gap found previously in the background discussion, concerning business model 
adjustment in new market entry, we have identified our research question as:  

What business model adjustments may occur in the event of a new market entry and 
how will the possible changes affect the elements of the business model? 

In order to answer how the elements may be affected by possible change it is necessary 
to look at, and understand, what adjustments may occur due to a new market entry. The 
“how” can thus not be answered without answering the “what”. The answer to the full 

The 
Gap 
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theoretical research question will be found through existing theories in combination 
with a single case study focusing on a specific company, Company X, which is about to 
enter the Chinese market. This case will be used to answer our empirical question: 

How does an entry into China affect Company X’s business model? 

Our goal for this thesis is to answer the research question above through studying a 
specific company, Company X, who is on the verge of an international expansion and 
see what adjustments will be made to their business model. 

 

1.3	  RESEARCH	  BENEFITS	  

Since we have a theoretical as well as an empirical question this thesis will contribute to 
the academic community as well as bring further understanding to the researched 
company. Our main benefit will be to fill the above stated gap found in the literature to 
provide a full view of business model adjustment due to new market entry. Our 
recommendations at the end of this thesis will help managers at Company X and similar 
firms to understand what will happen to their business model when entering a new 
market, what factors might affect the firm first hand as well as what indirect changes 
there might be.  
 

1.4	  DELIMITATIONS	  

This research is applicable for companies involved in retail and consumer goods since 
much focus will be put into the cultural effects on consumer behavior. It should also be 
noted that the research has been conducted on a B2C company, and may therefore not 
be interesting for firms engaged in B2B. We will look at consumer behavior in general 
but will also look more specifically at online consumer behavior as well as Chinese 
consumer behavior due to the case researched. The conclusions made at the end will be 
more general, but the case used as a foundation for collecting the data must be kept in 
mind.  
 

1.5	  DEFINITIONS	  

B2C – Business to consumer, transitions of goods and/or services between firms and 
end consumers 
B2T – Business to team, group buying through organizations where time limited 
discount offers are provided to customers of the organization by requiring that a certain 
number of purchases are made 
Brick-and-Mortar – a firm conducting business at a physical location 
Business model – our definition of a business model describes it as the core functions 
of a firm that determines its activities and purpose. It should not be confused with the 
business plan which is the physical document outlining the business model and 
strategies for the firm. It should also not be confused with the concept of strategy which 
refers to a plan set to achieve specified goals of the firm 
C2C – consumer to consumer, trade between two individual consumers, often done 
through a website which provides a platform for trading 
Click-and-Mortar – a firm conducting business at a physical location and on the 
Internet 
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Culture – “The values that distinguished countries from each other […] grouped 
statistically into […] clusters” (Hofstede, 2012).  
E-tailer – retailer conducting business on the Internet 
Face-to-face – shopping in a physical store, meeting the sales person face-to-face.  
Over the counter purchase – a purchase where the good or service is received at the 
same time as the transaction takes place 
	  

1.6	  DISPOSION	  OF	  THESIS	  

This thesis has been divided into the following chapters:  

Chapter 1: Introduction 
This chapter will introduce the background to the problem and provide an overview of 
previous research conducted leading to the thesis’s research questions and purpose. It 
also includes the intended contributions. 

Chapter 2: Research Context 
This chapter will discuss the context of the thesis which includes the studied company, 
e-commerce and the Chinese market which we believe are important factors in 
understanding the environment of this thesis as well as understanding why certain 
changes in the business model may occur.  

Chapter 3: Scientific Methodology 
This chapter will provide an understanding of the way the research has been conducted 
and how we have chosen the methods and theories used. It will give a background to 
sources of information as well as a critical analysis of the reliability of these sources 

Chapter 4: Theoretical Framework 
This chapter will explore theories within the fields of business models, consumer 
behavior and culture. The idea is to cover general theories within the areas as well as 
gain a deeper understanding of Chinese e-commerce consumers. 

Chapter 5: Empirical Methodology 
This chapter will provide an understanding of the methods used in conducting the 
empirical research of our thesis, covering the sampling and selection of participants, the 
interview process and interview guides. Here, we will also discuss ethical 
considerations.  

Chapter 6: Case Description 
This chapter will present the empirical findings from the interviews conducted. It will 
serve as an overview of the case which this thesis is built on.  

Chapter 7: Analysis and Discussion 
This chapter will bind together the theories and context presented in chapter two and 
four with the empirical findings from chapter six. It will serve as a foundation to the 
recommendations and the conclusions drawn from this research.  

Chapter 8: Conclusions and Recommendations 
This chapter concludes the research and provides recommendations how the research 
can be used, as well as recommendations for further research. 
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CHAPTER	  2:	  RESEARCH	  CONTEXT	  
In this chapter we will discuss the context of the thesis which relates to e-commerce 
through our studied company and the Chinese market. We believe these are important 
factors in understanding the environment of this research as well as understanding why 
certain changes might occur in the business model.  
	  

2.1	  COMPANY	  X	  

The company studied in this research, Company X, is an e-commerce company 
originated in Northern Europe1 carrying a large number of different brands. Company 
X’s vision is to provide its customers with fashion and beauty products through the use 
of e-commerce, targeting fashion conscious young adults. Company X has grown 
steadily since its launch and is currently operating on the Northern European market, 
but customers exist in many other European countries as well. There are a number of 
players in the fashion e-commerce industry with similar characteristics, focusing on 
similar target groups and customers. The first expansion to a foreign market was 
conducted a few years after the original launch, and the company has since then entered 
a number of new markets, mainly in Northern Europe (Business developer, 2012). 
Having conquered the European market Company X is now turning towards the world’s 
second largest economy, China.  
 

2.2	  E-‐COMMERCE	  

The information technology system we today call Internet is important to the 
development of e-commerce since it would not have existed without it. The tremendous 
growth of the Internet, development of technology and the decrease in price of personal 
computers during the past 20-25 years have been keys to the development of e-
commerce (Laudon & Traver, 2011, pp. 22-23). The history of e-commerce is however 
rocky. 1995 was the year when advertising was starting to show on Internet websites. 
The growth of the e-commerce was incredible and business people saw the emergence 
of a perfect competitive market, which had previously only existed in theory. The burst 
of the information technology (IT) bubble in 2000 was a drawback, and the following 
years was a time for reflection, making e-commerce less technology driven. Since 2006 
there has again been an upswing for e-commerce companies. This new improved 
business driven e-commerce showed its stable success by continuing to grow during the 
recent recession (Laudon & Traver, 2011, pp. 31-37, 577).  

To make correct assumptions and interpretations of the data gathered it is important to 
understand the difference between Internet-based companies and regular retailers. 
Therefore, we have looked at theoretical and literary sources on the differences between 
conducting business and reaching customers in e-commerce versus brick-and-mortars, a 
physical store conducting over the counter purchases. We believe this is relevant to our 
research for helping provide a fuller understanding of both e-commerce models and 
consumer behavior.  

	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	   	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	   	  
1 We consider Northern Europe to consist of Benelux, Germany, the Nordic countries, 
and the UK  
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E-commerce refers to transactions and exchange of value over the Internet, dealing with 
products and/or services, which can be tangible or intangible, physical or electronic 
(Laudon & Traver, 2011, p. 11; Timmers, 1998, p. 3). It should be noted that it is not 
just the actual transaction that is included in the concept of e-commerce. The concept 
covers all the parts of a deal from marketing to order processing, including payment 
(Timmers, 1998, p. 3; Custodio, 2004, p. 298). E-commerce should be separated from e-
business which refers to the use of Internet in the firms functioning and processes 
(Laudon & Traver, 2011, p. 11). A company conducting e-commerce is thus conducting 
e-business but it is not necessary the other way around. We will from this point onwards 
refer to e-commerce as the process of exchanging goods and/or services online, and e-
business as when a company is conducting any part of their business online. This thesis 
focuses on e-commerce.  

In the business-to-consumer (B2C) segment there are a number of different types of e-
business and e-commerce companies, ranging from portals (Google.com and 
Facebook.com) to e-commerce market creators (eBay.com) and transaction brokers 
(Hotels.com). Another e-commerce type is the “e-tailer”, which can either be a defined 
e-commerce company like Company X, or a so called “click-and-mortar”, a firm which 
is a regular retailer, a brick-and-mortar, but has developed an online shop as an addition 
in order to reach more customers (Laudon & Traver, 2011, p. 80). This type of e-
commerce business is referred to as “e-shop” by Timmers (1998, p. 5).  

E-commerce retailers have the advantage over regular retailers in the aspects of; 
• Availability which makes it possible for the consumer to access and shop at any 

given time from any location. Anderson & Srinivasan (2003, p. 126) argued that 
convenience is the main reason why people chose e-commerce over brick-and-
mortars.  

• The possibility of lower prices due to the lower costs of e.g. marketing, facilities 
and staff related with e-commerce.  

• The possibility to offer a broader product line hence no limitation in shelf space.  
• The customers’ possibility to find more products and choose more freely (Laudon 

& Traver, 2011, p. 80; Timmers, 1998, p. 5; Custodio, 2004, p. 299, Reynolds, 
2010, p. 111).  

In the tough competitive climate one can wonder what makes an e-commerce company 
excels not only over brick-and-mortar retailers but also within the e-commerce industry. 
In the competitive e-commerce business the important features are product line and 
differentiation. The e-tailer needs to be able to provide the product the customer 
demands because it is the only thing that will attract the customer to the website. 
Laudon & Traver (2011, p. 85) argues that differentiation equals finding a niche of 
specialization, both from regular retailers and other e-tailers. An attempt to cover all 
customers on the online market is impossible and will exhaust the firm’s resources.  

Limitations exist in e-commerce despite the fact that it is accessible 24 hours a day. Just 
as time and location are limiting issues for brick-and-mortar firms, e-commerce suffers 
technological limitations. In order to engage in e-commerce the consumer requires 
access to not only technology in form of a computer, smart-phone or tablet, but it must 
also have access to the Internet. Apart from this the potential customer must possess 
know-how in how to use a computer and navigate the Internet (Laudon & Traver, 2011, 
p. 29). Another issue that may limit the use of e-commerce is security, not only relating 
to the financial security of a transaction. The risk of a product not living up to 
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expectations can be a discouragement to the online consumer, lacking the security of 
being in control of the perceived product quality (Reynolds, 2010, p. 112). This 
perceived risk can be reduced by building trust, which we will return to in chapter four, 
the Theoretical framework.  
 

2.3	  CHINA	  

When entering a new market it is usually easier to expand to markets which are similar 
to what the firm is used to. It can also be presumed for a retail firm that consumer 
preferences are more similar in markets close to one another. According to the Uppsala 
model new markets are entered based on geographical or cultural closeness to the home 
market (Johanson & Vahlne, 1990, pp. 11-13). Companies are, however, not always 
following the Uppsala model if opportunities are spotted in other parts of the world. 
Currently the Chinese market is an attractive market for many firms due to the major 
growth of the market in recent years. 	  

2.3.1	  THE	  MARKET	  
Between the years of 2010 and 2020 Chinas buying power is expected to further 
increase. The urban population today classified as “poor” will decrease from 93 million 
to 62 million people while the households classified as “rich” will increase from 1 
million to 12 million (Pilling et al., 2011).  It is no surprise that many companies wish 
to take part of this massive market potential and the aggressive buying power. Our 
studied company, Company X, is no different and has spotted an opportunity for fashion 
on the Chinese e-commerce market. Getting a share of the massive Chinese market is, 
however, not as easy as the potential of the market might project. Tmall.com, an online 
retail mall owned by the giant in Chinese e-commerce, Alibaba Group, has a dominant 
position in the Chinese B2C online marketplace with over 50 percent share in 
transaction value (Hille, 2011; Alibaba Group, 2011). An example of this is the case 
eBay.com as mentioned in the introduction.  

China, with a gross domestic product (GDP) growth of 10.4 percent in 2010, is expected 
to soon pass the United States and become the largest economy in the world (The World 
Bank, 2010). From 2010 to 2025 the lower middle class of China is projected to rise 
from 290 million to 520 million people. The lower middle class are represented by 
households making between 3 000 EUR to 4 900 EUR2 per year. An average house hold 
in the upper middle class will have an income between 4 900 EUR to 12 000 EUR3. 
These numbers might sound low but the price levels and strict exchange rates must be 
taken into consideration. A household with a yearly income of 12 000 EUR4 in China 
has the same purchasing power as an American household with 31 000 EUR5 when 
price levels have been taken into account (Farrell et al., 2006, p. 64). Hundreds of 
millions of Chinese will experience an increase in their disposable income over the next 
decade. This will lead to an increased purchasing power in China and consumers will, 
as a result, look for opportunities to spend it. In 2006 it was estimated that the spending 
on apparel and personal products will have increased by 196 billion EUR6 from 2004 to 
2025 (Farrell et al., 2006, p. 67). Thanks to the working population of 816 million 
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	   	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	   	  
2 25 001 – 40 000 RMB 
3 40 001 – 100 000 RMB 
4 100 000 RMB 
5 40 000 USD 
6 1 605 billion RMB	  
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people China has ten folded its GDP since 1978. With 73.6 percent of the population 
between the ages of 15 - 64 China has a large buying power, but since 13.4 percent of 
the population is below the poverty line the buying power is somewhat weakened (CIA 
– the World Factbook, 2012). 

Additionally, China has the largest amount of Internet users in the world, 513 million 
people, a number that still only accounts for approximately 38 percent of the population 
(CNNIC, 2011; The World Bank, 2010). As a measure of what can be expected, 
Internet users in developed countries or regions are 70.9 percent and 79.3 percent in the 
European Union and the United States respectively, and a total of 76.6 percent in all 
countries belonging to the Organisation for Economic Co-operation and Development 
(OECD) combined (The World Bank, 2010). Of the Internet users in China only 145 
million are customers in the e-commerce market, and although this number is already 
twice the number of e-commerce users in Japan, China is expected to reach 329 million 
users by 2015. The value of the e-commerce market in China was 58 billion EUR7 in 
2010, a growth of 372 percent from 16 billion EUR8 in 2008. In a report from Boston 
Consulting Group it is stated that the market is expected to continue to grow at an 
astonishing rate and reach approximately 246 billion EUR as early as 2015 (Walters et 
al., 2011).  

It is easy to think of China as a single market but considering the geographical and 
population size there are a number of factors that make China a lot more complex. The 
large difference in income levels between and within areas is one factor. The largest 
cities with the highest disposable income are mainly located along the coast of China, 
down to Hong Kong and Macau. Another complicated factor is the consumer behavior 
of Chinese consumers (Lu, 2008, pp. 109, 180, 186; Lu & Chevalier, 2010, p. 106).  

When entering a new market it is important to know what the customer wants, what 
value is requested and how it differs from previous markets. It is necessary to make sure 
that the product line includes the type of products and brands preferred on the, in this 
specific case, Chinese market (Lu, 2008, pp. 180, 186). Including Chinese brands in the 
product mix is a strategy that may increases the chance of a successful launch, despite 
the fact that Chinese consumers tend to favor foreign brands which have a stronger 
image of quality (Chen & Vishwanath, 2005, p. 21; Qiu, 2011, p. 23). There are 
previous cases where e-commerce companies have neglected to adapt to the Chinese 
market, and failed to succeed, one example being E-bay.  

In Chinese everyday life cash is the preferred way of payment, since many smaller firms 
and shops do not accept credit or debit cards. Hence, China is a “cash oriented” country, 
something that can pose an obstacle for e-commerce, although the number of issued 
credit and debit cards is increasing (Liao et al., 2008, p. 25; Determann & Marson, 
2009, p. 15). The growth of e-commerce in recent years has, however, inspired to a few 
payment solutions, such as Union Pay, i.e. the Chinese version of Visa or Mastercard, 
and Alipay. Alipay is an online payment system, similar to PayPal, introduced by and 
still affiliated to Alibaba Group, the dominant e-commerce player on the Chinese 
market (Alibaba Group, 2011; China Union Pay, 2012).  

The business environment as well as information technology is heavily regulated in 
China. Regulations on import, tax, foreign exchange and online payments are also 

	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	   	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	   	  
7 476 billion RMB 
8 128 billion RMB	  
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bound to indirectly affect a firm setting up business in China. The regulations are 
usually small but significantly complicate matters. An example is the possibility to get 
access to official blank invoices that are necessary for making transactions in RMB, 
which requires a company to be based in China. It is also not allowed with RMB “cross-
border payments”, instead a customer wishing to purchase from abroad needs a credit or 
debit card that allows foreign exchange (Determann & Marson, 2009, p. 15).  

The Internet regulations in China are perhaps the most well-known regulations to the 
outside world. By directing all foreign Internet traffic through government-controlled 
gateways, sensitive or uncomfortable information can be censored before reaching the 
general population (Determann & Marson, 2009, p. 13). Having a foreign website thus 
means service will be affected since this redirection makes operations of the website 
slow down. Not only does foreign websites become slower, sites with uncomfortable 
information are likely to be denied access (Determann & Marson, 2009, p. 13; Eko et 
al., 2011, p. 4). Large social networks such as Facebook.com and Twitter.com are 
blocked from being used within the borders of China.   

2.3.2	  THE	  CHINESE	  CONSUMER	  
Fashion-conscious young men and women are the targeted customers of Company X. In 
China this target group belong to the “One-child generation”, born between 1979 and 
1990 which make up a total of approximately 227 million people, and the “E-
generation”, born after 1990, out of which those born 1998 and later currently make up 
approximately 235 million people (CIA – the World Factbook, 2012). Qiu (2011, p. 19) 
instead divided the Chinese consumer into age groups: Thirties, Twenties and the “New 
Generation” (under 20). The One-child generation or Thirties and Twenties tends to be 
quite materialistic and “open to new trends” (Lu, 2008, p. 14), and the E-generation or 
New Generation, are likely to share these characteristics. Other similar traits are 
spending rather than saving and being Internet literate enough for e-shopping. These 
young Chinese are becoming more and more Westernized, keeping track of trends 
through the Internet, and are more likely than their parents and grandparents to spend 
large sums on retail and fashion (Lu, 2008, p. 14; Qiu, 2011, p. 19).  

Although Chinese consumers still have a different purchase behavior compared to 
western ones they are beginning to become more alike. More specifically, the Chinese 
consumers are valuing the quality and the trendiness of a product. The value of 
individual style and being up to date with the latest fashion is high even in the smaller, 
less developed cities. Despite this awareness the Chinese consumers are, however, not 
nearly as active as their western counterparts when it comes to actual purchases of the 
products (Roland Berger, 2010, pp. 5, 10). Numbers of purchases as well as value of 
each purchase differs largely between the Chinese customer and the American ones. 
The Chinese customer shops about five times as much as the Americans even though 
this number is decreasing since Chinese consumers view shopping as a leisure activity 
(Atsmon et al., 2010, p. 12).  

The Chinese consumers view shopping as more of a leisure activity than their American 
counterparts, which may be a reason for the more frequent shopping behavior. The 
Chinese are also making more research before purchasing something, meaning that 
many visits to brick-and-mortar and online stores are just to see what alternatives there 
to find the product with the highest value (Atsmon et al., 2010, p. 13). The process of 
choosing specifically which product to purchase has changed lately due to the functions 
of the Internet meaning consumers can post product reviews and, thus, sharing their 
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experience and opinion of the product. For Chinese consumers this is considered the 
most reliable source and these opinions are of large importance when considering which 
product to purchase. 	  

 
Figure	  2:	  Screen	  shot	  of	  a	  Chinese	  website	  Taobao.com	  

As can be seen in the screen shot above (Figure 2) of the Chinese e-market Taobao.com, 
the Chinese websites generally tend to convey larger amounts of information than 
western websites do on the home page and have more “visual stimuli” in terms of 
pictures and colors (Rau et al., 2007, p. 1). Chinese people are used to receiving huge 
amounts of information, which is seen as one possible explanation for this phenomenon 
(Rau et al., 2007, p. 196). The research conducted by Rau et al. (2007, p. 213), however, 
reaches the conclusion that Chinese experienced Internet users does not specifically 
prefer the “rich” web design, but they do find it more acceptable than westerners. In 
fact, it is suggested web designers should aim towards the simple layout when designing 
for the Chinese market as well.  

One of the benefits for brick-and-mortar compared with e-commerce is the personal 
contact which gives the customer confidence in fulfilling the transaction. With no 
means of personal contact provided the customer might perceive the risk involved in the 
transaction too high. Without face-to-face contact with a salesperson an e-commerce 
site needs to provide customers with a service function substituting for the lack of 
personal contact, as Liu et al. (2008, p. 931) described it. It can lead to either an over-
the-counter purchase or another website where the customer can get personal contact 
with customer service or equivalent (Liu et al., 2008, p. 931). Ensuring an online, full 
service to one’s customers is necessary for success since it will otherwise potentially 
drive the customers to other websites where help is provided. Apart from the customer 
service function a good e-commerce is dependent on having a good website that will not 
only have satisfying content for existing customers but also attract new customers 
(Blackwell et al., 2006, p. 570). According to Reynolds (2010, p. 118) the design and 
usability of the website is an important feature to ensure satisfied consumers. For 
Chinese consumers a satisfactory content includes the possibility for social interaction. 
With the lack of face-to-face communication in e-commerce trust is harder to gain 
which makes sufficient customer service on the website a necessity. Customer service 
needs to be highly developed in order to immediately answer to problems and questions 
that arise as a consumer navigates the website (Liu et al., 2008, p. 931). 
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CHAPTER	  3	  –	  SCIENTIFIC	  METHODOLOGY	  
This chapter provides an understanding on the way the research has been conducted 
and how we have chosen the methods and theories used. It will give a background to the 
secondary sources of information, as well as a critical analysis of these sources.  
 

3.1	  PRECONCEPTION	  

Researchers generally have previous knowledge and opinions of the area they are about 
to research. Without taking this into consideration there is a risk that these previous 
perceptions affect the research and its outcome (Bryman & Bell, 2007, p. 30). Our 
theoretical background consists of four years within the frames of the International 
Business Program at Umeå School of Business and Economics. During the years we 
have taken different paths which combined mean we have studied relevant areas such as 
e-commerce, emerging market investment, consumer behavior, business development 
and internationalization.  

With previous experience from online shopping, we have a perception of how e-
commerce should be conducted; what we believe is a well structured website and what 
factors we believe are important in making an e-commerce successful. We have the 
perception that a well constructed website is easily navigable and provides relevant 
information. A good e-commerce firm will have an interesting product mix that is up-
to-date in combination with quick delivery and safe payment methods. Additionally, 
one of us have spent a semester of studying and interning in China, gaining firsthand 
experience of the Chinese culture and business, as well as theoretical knowledge of the 
Chinese e-commerce market and consumer behavior.  

These practical and theoretical preconceptions will affect our view on the research. Our 
university courses have given us a foundation of knowledge in the area of this research 
which will help us to understand the subject and make an appropriate analysis. The 
knowledge gained in China as well as the money spent on online shopping are also 
things we will automatically keep in mind when we are reading articles and processing 
data. This does not necessarily have to be a bad thing. Maxwell (2005, p. 38) argues that 
ignoring previous personal knowledge and understanding of the research subject “cuts 
of a major source of insights, hypotheses and validity checks”. We will, however, try to 
the extent possible to be objective when conducting our research. We find it important 
to give the reader the opportunity to form his or her own opinion on the subject, thus 
giving the thesis as high credibility as possible.  
 

3.2	  PHILOSOPHICAL	  CONSIDERATIONS	  	  

3.2.1	  EPISTEMOLOGY	  
The main objective of our research is to understand and describe the possible 
adjustment in an e-commerce business model when entering into a new market. In order 
to answer our empirical question we need to acquire knowledge in this area of Chinese 
market influences on the business model as well as discuss the specific business model 
of Company X. This information will be gained from sources deeply knowledgeable or 
involved in the different areas, such as employees of Company X that have been a part 
of constructing the original business model, and previous scientific research on e.g. the 
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Chinese market and business models. These sources of knowledge are all constructed 
from subjective perception of people within the different areas and depend on their view 
of the world. We can, therefore, conclude that our research has an interpretive view of 
the world, also supported by our qualitative research strategy and the inductive 
scientific approach (Bryman & Bell, 2007, p. 28).  

The epistemology of a research deals with the view of the world and what is to be 
considered as acceptable knowledge, and can be either positivist or interpretive 
(Bryman & Bell, 2007). The positivist view of knowledge is the most common when it 
comes to quantitative studies and generally refers to research in the natural sciences. 
Interpretivism is often linked to qualitative research and discusses how the world is a 
subject of our perception, constructed, and without perception there would be no reality 
(Bryman & Bell, 2007, pp. 16-20; Ticehurst & Veal, 1999, p. 20). The interpretation of 
actions in the social world cannot and should not be viewed or acquired in the same way 
as positivist research (Bryman & Bell, 2007, p. 20).  

3.2.2	  ONTOLOGY	  
We also need to consider the ontological considerations for this research which deals 
with questions on whether the entities are unrelated to “social actors”, i.e. not dependent 
on their perception to exist, in which case objectivism is the right approach (Bryman & 
Bell, 2007, p. 22). The ontological approach considered for our research, 
constructionism, is based on the idea that business model adjustment is phenomena that 
is dependent on social actors. Being under constant change as the world around it shifts, 
it is influenced by conscious decisions of management and/or changing wants and needs 
of customers. Without these factors influencing adjustment of the business model would 
not be necessary, which excludes the objectivist consideration. If the entity exists only 
due to the “perceptions and actions of social actors” the consideration is constructionist 
(Bryman & Bell, 2007, p. 22). Creswell (2009, pp. 8-9) explains constructionism as an 
entity’s “interaction with a human community” and making sense of the world through 
engagement. 
 

3.3	  SCIENTIFIC	  APPROACH	  

The scientific approach of a research deals with the relation between empiricism and 
theory and can take two directions, deductive or inductive. A deductive approach means 
existing theory is questioned and the findings aim to prove or reject it. The inductive 
approach is a theory developing approach, where theory is constructed from the 
empirical findings (Bryman & Bell, 2007, pp. 11-14). Bryman & Bell further discuss 
that the scientific approach adopted is not static, rather “an inductive process is likely to 
entail a modicum of deduction” (2007, p. 14).  

We will take an inductive approach in our research. To properly research the effect of a 
new market entry on a business model we feel it necessary to use an existing, 
functioning and successful business model as a foundation rather than a theoretical one. 
An inductive approach is typical for a qualitative research strategy. Using case study as 
research design will also provide a relevant starting point for inductive theory building 
(Bryman & Bell, 2007, pp. 28, 62-63; Siggelkow, 2007, p. 21). An inductive approach 
is also common when the goal of the research is to explain a specific phenomenon 
(Douglas, 2003, p. 54). The empirical findings of Company X and their business model 
as well as the information about the Chinese e-commerce market and preferences of the 
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Chinese consumers will be the base in the construction of the new theory on business 
model adjustment due to new market entry.  

Returning to the research gap found in the first chapter, it became apparent that the 
subject of how business models need to adjust due to a new market as well as the 
consequences of these alterations entry was lacking in research. It lead us to our 
research questions on what business model adaptations are necessary to successfully 
enter a new market, why, and how that will affect the rest of the business model and the 
business as a whole. By explain which parts of the business model that will change 
when entering a new market, why that is and the interrelations of the elements of the 
business model we hope to create a context for this type of change (Dyer & Wilkins, 
1991, pp. 614-615). By developing a theory at the end of this research we will attempt 
to simplify the matter of what business model adjustments can be expected when 
entering a new market. It will also cover what consequences these adaptations may have 
on other parts of the organization.  
 

3.4	  RESEARCH	  STRATEGY	  

When conducting a deeper study of a single organization, it would be unsuitable to e.g. 
use a survey. The research does not require a large number of opinions but a deep and 
thorough knowledge of the organization and the new market. Researching the 
adjustments in the business model, when entering a new market, requires us to gain a 
deeper understanding of the unique business model of Company X and its components. 
In order to do this it is necessary to get first hand information from the operational team 
at Company X and sort out the functions and features that make up the core of the 
company. Second, researching and understanding how culture influences markets is 
important to be able to make the appropriate adjustments to the business model.  

Qualitative research has a focus on words and understanding rather than numbers 
(quantitative). In a study where the context of the decisions made are studied thrr 
researcher wishes to know the reason why things happen, a qualitative study is 
preferable. The possibility of understanding reasoning behind decisions or happenings is 
more or less non-existent with a quantitative research strategy (Myers, 2008, p. 5; 
Bryman & Bell, 2007, p. 426).  

We have decided against doing a quantitative study for this thesis. We are with this 
thesis looking to gain a deeper understanding in the specific case of Company X and 
their entry into the Chinese market in order to understand what adjustments are 
necessary when entering a new market (Bryman & Bell, 2007, p. 426). Had we instead 
conducted a market research for Company X, helping them e.g. determine the demand 
for their products in China, a quantitative approach targeting Chinese consumers would 
have been a valid choice.  
 

3.5	  RESEARCH	  DESIGN	  

The research design acts as a structure for the research data collection as well as the 
analysis. There are a number of different frameworks for business research: 
experimental, cross-sectional, longitudinal, case study and comparative study (Bryman 
& Bell, 2007, p. 71). For our research we have decided to use a case study approach. 
We will conduct an exploratory case study on Company X, their business model and the 
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future entry into the Chinese market. According to Bryman & Bell (2007, p. 62) the 
case study is a “detailed and intensive analysis” that focuses on a single organization or 
a single event. The case study design is also preferable when studying a “real-life 
phenomenon” which is case specific and requires context since it helps provide a clearer 
view on the relationship between theory and practice when studying management 
processes (Yin, 2009, pp. 4, 18).  

The case study is a research design used to understand contexts and frameworks for a 
specific setting or event, and can study multiple cases or focus on a single one 
(Eisenhardt, 1989, p. 534; Dyer & Wilkins, 1991, p. 615). Company X has inspired the 
development of the research question and will be used to illustrate the business model 
adjustment, something that Siggelkow (2007, p. 21) argues are two major areas, along 
with motivation, in which the case study approach is relevant in business research. 
Another characteristic of the case study can, according to Yin (2009, p. 11), be found in 
the research question, which should be formulated as how and/or why. Reviewing our 
research questions, “What business model adjustments must occur in the event of a new 
market entry and how will the changes affect the segments of the business model? How 
does an entry to China affect Company X’s business model?” we see that the thesis 
covers several how. However, another requirement that needs to be fulfilled for it to be 
a case study is that it is a study of current events that cannot be behaviorally 
manipulated (Yin, 2009, p. 11). Additionally, we will only be generalizing the study to a 
certain extent since it is based on unique features. Generalization is rather a more 
frequent characteristic of, but not limited to, quantitative research strategy or deductive 
scientific approach (Bryman & Bell, 2007, p. 64; Eriksson & Kovalainen, 2008, pp. 
116, 121).  

Using the coming expansion to China by Company X and their business model as our 
case for this research we are conducting an intensive holistic case study of a single case, 
with the holistic view coming from studying the business model which impregnates all 
functions within the firm (Eriksson & Kovalainen, 2008, p. 118; Saunders et al., 2009, 
p. 147). We were provided with an opportunity to closely study the business model of 
Company X, which steered us to the single case study (Saunders et al., 2009, p. 146). 
The validity of the single case study has been discussed by Eisenhardt (1989) and Dyer 
& Wilkins (1991). The latter argues that the single case study is equally valid as the 
multiple case study since it uses the resources available for a deeper and more thorough 
understanding of the organization and context of the situation, which will increase the 
chance for the researcher to uncover “new theoretical relationships” (Dyer & Wilkins, 
1991, p. 614). Finding another e-commerce or business currently expanding to China is 
an arduous task to accomplish since (i) there are perhaps not very many Northern 
European retailers taking on the Chinese market at this very moment, and (ii) if there 
are the information is likely to be confidential which makes the task of finding them 
hard.  

We have disregarded the other research designs on behalf of the case study for the 
following reasons: the experimental design where two groups are compared to each 
other testing a specific variable can be hard manage in a social setting and is therefore 
generally not used in business research (Quinlan, 2011, pp. 182-183). Since we are only 
looking into Company X and their business model the comparative design, comparing 
two or more cases in the search for differences and similarities, could not be considered 
a relevant design for our research. We are also focusing on this single event and the 
immediate effect it will have on the business model which makes the longitudinal 
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design irrelevant too (Bryman & Bell, 2007, pp. 39-71). The remaining one, cross-
sectional, can be considered as an appropriate research design for this thesis since we 
are researching an occurrence at “a single point in time” (Bryman & Bell, 2007, p. 55). 
However, with the deep focus we have on Company X, and considering the fact that we 
will not look for patterns from a larger sample of firms entering the Chinese market, the 
cross-sectional approach is not ideal (Bryman & Bell, 2007, pp. 39-71). Hence, the 
research design that best fits our research is the single case study design. 
 

3.6	  CHOICE	  OF	  THEORIES	  

Business model adjustment is the core of our research. This has led us to search for 
theories discussing different aspects of business models and change models. Through 
academic dissertations, business articles and other literature we have created a 
framework for understanding the elements of a business model. These elements tend to 
vary depending on the creator of the model which is why we decided to focus on a few 
that we feel cover the full range of important elements. The models we ended up 
choosing covered the elements that were most frequently appearing when we, at the 
beginning, looked at much larger number of models. This was also ensured by the fact 
that one of the models used, Osterwalder (2004), in turn is based on models from a large 
number of renowned researchers in the area, among them Timmers, Weill & Vitale and 
Hamel, as well as the two other models chosen: Afuah & Tucci (2003) and Linder & 
Cantrell (2000). Additionally, we desired business models with a general focus mixed 
with e-commerce models, choosing one of the three to be an e-commerce model.  

Moreover, the concept of e-commerce business models is something we felt needed to 
be covered in the theories considering that the business model overview we have used 
can be applied to any type of business as well as giving us an as exact view of Company 
X as possible. Thus, we decided to include a comparison how e-commerce models 
differ from regular business models. Additionally, we believed it relevant to provide the 
reader with a comparison of e-commerce retail versus brick-and-mortar. The 
characteristics of e-commerce are necessary to fully understand the business model 
differences. The adjustment aspect of business model adjustment has been covered by a 
theory relating to how the business model needs to change depending on the 
transformation the business is going through, the Change model (Linder & Cantrell, 
2000, p. 5). We have an interest in understanding how the different parts of a business 
model link to each other and affect other elements, i.e. the interrelation between them. 
The reason is to get a basic understanding of the relationship between the elements in 
order to be able to see how change in one element will affect the other elements and 
why this change occurs.  

Studying business model adjustments when entering a new market, in this specific case 
China, requires us to deepen our knowledge of the aspects that may impose change. 
First of all, we decided to look into theories on consumer behavior in general but also 
the behavior of the Chinese consumer to see if it differs. We have put focus on the 
buying patterns and motivation of buying. Maslow’s hierarchy of needs is one model 
that we have used in trying to explain how buying patterns change as disposable income 
increases. Being a behavioral motivation model we see connections between it and 
purchase behavior, which is why we have used it to explain the purchase behavior of 
consumers. Culture is another aspect we acknowledge influencing the way consumers 
behave in different countries as well as their open-mindedness to e-commerce. In order 
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to understand culture we have looked into Hofstede’s cultural dimensions and theories 
on cultural communication. Finally, we felt it necessary to provide a background on the 
Chinese market and other factors that can influence the entry into China and with that 
affect the business model.  

Our university studies have provided us with knowledge in a number of areas within 
business administration which we have used as a foundation for our choice of theories. 
Having studied subjects relating to internationalization, entrepreneurship and e-
commerce we have started off from theories and ideas from these courses. Some 
theories and background information come from literature used in these and other 
courses. The areas where course literature has been unable to provide us with theories 
have been filled with other books, academic articles and articles from various business 
journals.  
 

3.7	  CHOICE	  OF	  SECONDARY	  SOURCES	  

Since we began our theory search within the frame of our previously studied courses it 
is only natural to incorporate course literature from these courses in our sources. 
Theories within consumer behavior, such as Maslow and Blackwell, Hofstede’s cultural 
perspective, and background information of the Chinese market have been extracted 
directly from our previous knowledge base. The need to further expand our theory base 
led us to literature search on the Internet, through the University library and the 
international article database EBSCO. This approach means our sources are varied, 
including books, previous research, business journals and news articles. We have also 
expanded our references through the reference lists of articles found in the database 
search. For this database search, to find the different sources, a number of different 
keywords have been used: business models, business model change, segments of 
business models, e-commerce business models, e-business models, e-commerce, 
business model correlation, business model vs. e-commerce model, China business, 
China consumers, China fashion, China Internet, web design preferences, Chinese 
consumer behavior, consumer behavior, Chinese e-commerce, payment solutions, 
China online payment, regulations China, business regulations, Internet regulations. 
 

3.8	  CRITICISM	  OF	  SOURCES	  

Conducting research requires a critical view of the literature used. Acceptance in the 
academic world is necessary in order for a source to be credible. In accordance with the 
guidelines from Hultén et al. (2007, p. 54) we have chosen sources and theories with 
respect to the authors and organizations behind it, how up to date the articles are and to 
which extent they have been previously used. Many of our sources are previously 
conducted dissertations and other academic researches, which are also published in 
well-reputed journals. By using a wide variety of source types we hope to minimize the 
risk of invalid or biased information. When articles have referred to other authors we 
have used the original source in the cases possible. This is to avoid getting a biased 
view of the author of the article (Thurén & Strachel, 2011, pp. 16-17). Staying true to 
the source has also been an important aspect. By that we mean making sure not to 
wrongly interpret and pass on information read. Certain sources, such as news articles, 
may have ulterior motives or be biased. We have attempted to keep these sources to a 
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minimum but have been forced to use them when no other sources have been available. 
However, even here we have tried to use well-known business newspapers.  

When it comes to literature and previous research conducted with an interpretive 
approach we are in the hands of the researcher and his or her interpretation of the 
results. We cannot know what previous experiences the author has had and how that 
might have affected their interpretations. Understanding the Chinese culture is another 
aspect that needs to be considered. Even though one of us has lived, studied and worked 
in China for a couple of months it is not possible for us to fully know and understand 
the culture. Therefore, we rely on secondary information and other people’s perception 
of China through literature where nuances and abstract features are easily neglected or 
impossible to capture.  
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CHAPTER	  4	  –	  THEORETICAL	  FRAMEWORK	  
This chapter explores theories within the fields of business model adjustments, 
consumer behavior and culture. The idea is to cover general theories within the areas 
as well as gain a deeper understanding of Chinese e-commerce consumers and how 
they may differ from European consumers. 
 

To introduce the Theoretical framework we will briefly present our chosen theories. 
Entering a new market means adjusting the business model to some extent (Linder & 
Cantrell, 2000, p. 11). We believe culture has a large impact on a firm’s business model, 
through consumer behavior, which is why we have decided to include Hofstede’s 
cultural dimensions in our theories. Theories on communication, which in terms of e-
commerce mainly puts focus on website layout, information and other communication 
channels with customers, is another area which may influence the business model. 
Customers are a critical part of a firm’s success which is the reason consumer behavior 
has been included. Due to the cultural impact on consumer behavior, and the importance 
of consumer behavior on sales, this is the area we believe will affect the business model 
the most.  

At the core of the research we have the business model and the way it adjusts when 
entering a new market. In order to understand and structure Company X into business 
model elements we needed a theory to use as a framework. Adjustment is necessary but 
the question is to what extent and what consequences it will prove to have on the rest of 
the business. The change model and the theory on the interrelation of business model 
elements will function as a help in the analysis of the empirical results, as an integral 
part of our research. None of the above mentioned areas and/or theories are specifically 
focused on e-commerce. Considering we have a thesis covering this area we identified 
the need to understand the differences and similarities between regular business models 
and e-business models.  
 

4.1	  BUSINESS	  MODEL	  ELEMENTS	  

Knowing ones business model is to understand the activities and resources making up 
the core competences of the firm and make it successful (Linder & Cantrell, 2000, p. 2). 
These elements are important because they are what attracts and retains customers to the 
firm. The business model also takes into account the effect of outside factors of the 
industry and market (Ilayperuma, 2010, p. 48; Mason & Spring, 2011, p. 1039). An 
element that cannot be identified as a core activity of success should, hence, not be 
included in the business model (Cavalcante et al., 2011, p. 1330).	  Defining the elements 
of a business model is necessary for us in order to have a	   template when we are 
researching and understanding the business model of Company X and its different parts. 
We need a framework which is related to the interrelation model of the elements that we 
will use in the analysis to see if change spreads to other parts of the business model, 
which is defined further down in this chapter. We have chosen to work with the 
business model elements for both a regular company, as presented by Osterwalder 
(2004), as well for an e-commerce company, as presented by Afuah & Tucci (2003). 
The reason we did not settle for an e-commerce model was that the structure, with the 
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four clearly structured sections, presented by Osterwalder (2004) were superior to the 
one presented by Afuah & Tucci (2003).  

In order to define a business model it is necessary to take four aspects into 
consideration, the What? Who? How? and financial aspects. Osterwalder (2004, pp. 42-
102) introduces the Business Model Ontology where the four aspects are labeled 
Product, Customer interface, Infrastructure management and Financial aspects. Within 
these the business model consists of nine elements, as can be seen in Table two below. 
We have also inserted the elements from Afuah & Tucci (2003, p. 54) into the questions 
and segments of the Business Model Ontology in the table. The Business Model 
Ontology is a general business model theory and not specified on Internet companies. 
The business model by Afuah & Tucci (2003, pp. 52-73) is not specifically an Internet 
business model either but they do talk about how the implementation differs from 
regular to e-commerce models, something we will return to later in this chapter.  

We define the rough division of a business model, the four categories Product, 
Customer interface, Infrastructure management and Financial aspects, as the business 
model segments. These segments are built up by what we in this thesis will refer to as 
elements of the business model. These come from two models which have been merged 
and now consist of 11 elements covering all aspects of a business model. The business 
model segments and elements referred to in this thesis can be seen in Table two below.  

Question Pillar Building Block of Business Model 

 Osterwalder’s (2004) Business Model 
Ontology 

Afuah & Tucci 
(2003) 

What? Product 
Value Proposition Profit site 

Customer value 
 
Who? Customer 

Interface 

Target Customer Scope 
Distribution Channel  
Relationship  

 
How? Infrastructure 

Management 

Value Configuration Connected activities 
Capability Capabilities 
Partnership  

 
Financial Aspects 

Revenue Model Pricing/Revenue 
source 

Cost Structure Cost Structure 

Additional 
 Implementation 

Sustainability 
 Based on Osterwalder, 2004, p. 43; Afuah & Tucci, 2003, p. 54 

Table	  1:	  Business	  Model	  Elements	  –	  an	  overview	  

4.1.1	  PRODUCT	  	  
The Product segment, answering the question of “What?” consists of only one element 
from the Business Model Ontology, the Value proposition, but two from Afuah & Tucci 
(2003, p. 54): the Profit site and the Customer value. Hence, Product relates to what the 
firm offers the customer or how it creates value for the customer and answers to the 
customer’s needs.  
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The idea of the Value proposition is to collect and understand the features of the firm’s 
products and services and what makes it different from the competitors. It is important 
to understand why customers are choosing a specific firm over another, which is also 
what Afuah & Tucci (2003, pp. 53-54) are referring to in the Profit site concept 
(Osterwalder, 2004, pp. 49-50). However, it does not exclusively deal with competitors 
but also the competitiveness the firm has when it comes to suppliers, customers, 
potential new rivals and other stake holders. The Customer value refers to the offering 
of product and/or services to the targeted customer, and how that differentiates from 
others in terms e.g. of product mix, service, location and reputation, and/or low cost 
(Afuah & Tucci, 2003, pp. 55-57). For simplicity reasons we will, from here on, include 
all three concepts; Value proposition, Profit site and Customer value, in the term Value 
proposition.	  

4.1.2	  CUSTOMER	  INTERFACE	  
This is the pillar of the business model that relates to the customer and answers the 
question “Who?”. It deals with who the customer is, how the firm and customer connect 
with each other and the manner in which this is done. The elements of this segment are 
customer, Distribution channel and Relationship. The customer most likely to find the 
Value proposition attractive is a firms Target customer which is also the main group to 
emphasize in marketing activities and product mix. The way the firm reaches its 
customers is also a part of the target customer. E-commerce companies effectively 
exclude potential customers that do not have access to computers or not able to use 
computers (Osterwalder, 2004, pp. 59-61). The related element from Afuah & Tucci 
(2003, p. 57) is Scope which explains the demographic and/or geographical group that 
the firm targets.  

The Distribution channel is the link between target customer and value proposition and 
refers to how the value is transferred from the firm to the customer. It ensures that the 
products requested are available at the appropriate time, price and quantities 
(Osterwalder, 2004, p. 63). The interaction between the firm and its customer is 
discussed within the concept Relationship. Building a solid and lasting relationship with 
one’s customers is a key activity for a firm. Having returning customers is based on 
loyalty to the firm which is necessary for the firm to survive (Anderson & Srinivasan, 
2003, p. 124). Although new customer activities cannot be neglected, the cost of 
marketing and sales can be reduced with loyalty (Osterwalder, 2004, p. 71).  

4.1.3	  INFRASTRUCTURE	  MANAGEMENT	  
The pillar “How?” consists of the elements Value configuration/Connected activities, 
Capabilities and Partnerships. This is perhaps the most complex pillar. It discusses (i) 
the activities that are necessary to ensure the customers with the Value proposition, (ii) 
who is responsible for the implementation of the activities, and (iii) the relationship 
between the elements. These activities are “the heart of what a business does” which 
cannot and will not be profitable if they are not functioning well (Osterwalder, 2004, p. 
84).  

Capabilities, a business model element of Afuah & Tucci (2003, p. 69) and Osterwalder 
(2004, pp. 79-80), are the “repeatable patterns of action” that are necessary for the 
provision of the Value proposition. The resources (tangible, intangible and human) and 
activities can be found in-house or be outsourced to a firm’s partners (i.e. relating to 
Partnerships).  
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The framework for the activities and processes, and the correlation between them, is 
showed by the Value Configuration or Connected Activities (Osterwalder, 2004, pp. 83-
85; Afuah & Tucci, 2003, p. 63). In order to clarify this quite complex concept 
Osterwalder (2004, pp. 85-86) further divided it into three parts: the value chain, the 
value shop and the value network. The value chain is a rather well-known concept that 
shows the firms process of logistics, operations, marketing, sales, service etc. which 
ensures that the firm is capable to deliver its differentiated Value proposition. Value 
shop and value network, on the other hand, deal with activities indirectly related to the 
Value proposition of the firm. ‘Consultancy issues’ related to the value of the firm, such 
as continuously understanding customer wants and needs, or solutions to problems that 
may arise in daily operations, belong in the value shop concept.  The value networks are 
intermediaries that are necessary for the operations to function, e.g. a payment provider 
or bank, or external logistics e.g. a distribution company.  

As mentioned above, the implementer of the activities can be either an in-house actor or 
an external partner. These Partnerships are agreements of cooperation where there is a 
mutual benefit of the activity, e.g. a delivery solution with a specialized distribution 
firm. Naturally, the number of Partnerships varies depending on the company’s 
activities and needs (Osterwalder, 2004, p. 89).  

4.1.4	  FINANCIAL	  ASPECTS	  
The Financial aspects are related and influenced by the three previously mentioned 
pillars and the concept is, hence, not answering any question of its own. It consists of 
two elements in the Business Model Ontology as well as the Afuah & Tucci business 
model: Revenue model or Pricing/Revenue source, and Cost structure (2003, p. 54; 
Osterwalder, 2004, p. 95). The Revenue model (as we will refer it to, to simplify 
matters) explains how the firm transfers the Value Proposition into actual revenue and 
income. The label of Afuah & Tucci (2003, p. 58) provides us with an understanding 
that pricing is an important part of the financial aspect. However, a firm can have other 
revenue sources than the key activities e.g. advertising and transaction activities, which 
means there can be multiple pricing strategies (Osterwalder, 2004, p. 100). Price is a 
key aspect since a bad pricing strategy means alienating the target group or sending 
ambivalent signals to the market of who the firm is really targeting. This type of 
confusion will affect sales and thus affect revenues (Afuah & Tucci, 2003, p. 58).  

Additionally, there can be no revenues without costs. Investments are necessary and all 
activities, resources and relationships cost money. Creating a Cost structure can help 
the firm understand its costs and focus them where they are most needed. Low costs are 
also usually related to a well understood and managed business model (Afuah & Tucci, 
2003, p. 73).  

4.1.5	  IMPLEMENTATION	  AND	  SUSTAINABILITY	  
Outside this framework Afuah & Tucci (2003, pp. 66-72) discuss two additional 
elements: Implementation and Sustainability. Implementation concerns the actual 
action, making sure the planned value adding activities and propositions are performed. 
The Sustainability refers to the way a firm keeps its position on the market and the 
features which make the business model hard to copy by others.  
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4.2	  INTERRELATION	  OF	  THE	  BUSINESS	  MODEL	  ELEMENTS	  

As can be seen in Table 2 below, there are interrelations between the different elements 
of the business model as in accordance with the structure presented by Osterwalder 
(2004, pp. 42-102). The elements are connected through either dependency or relations 
to one another. The distribution channel is, on the other hand, related to target customer 
which means the distribution channel is not based on the target customer, but it is 
through the channels that the company reaches its target customer.  

The interrelation model is a framework where we can see how the different parts of a 
business model might interact with each other due to dependency and relationship. The 
framework is a theoretical approach which will be used to analyze the part of our 
research question that relates to how direct change in one business model element due to 
market differences may indirectly adjust other elements.   
 
Notable in the scheme below is the Value proposition and the Cost structure. All 
elements, except the Cost structure are either dependent on or related to the Value 
proposition according to the model by Osterwalder (2004). Most elements exist to bring 
value to the customer, which is stated by the Value proposition, and the reason why 
Value proposition is connected to so many of the other elements. The cost structure 
should, however, be considered as dependent on almost all the other elements although 
Osterwalder (2004) has neglected it, since all activities are related to costs.  

 V
alue 

proposition
 

T
arget 
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er 
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istribution

 
chan
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R
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con
figuration
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R
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ue 
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Value proposition  R    D    
Target customer D         
Distribution channel D R        
Relationship R D        
Value configuration R     D R   
Capability R         
Partnership R    R     
Cost structure          
Revenue model D         

D = Dependent on R = Related to 
 Based on Osterwalder, 2004, pp. 42-102 

Table	  2:	  Interrelation	  Business	  Model	  Elements	  

The table should be read so that the element in the left column (vertical) is that which is 
dependent and/or related to the elements presented in the top row (horizontal). If an 
element is dependent its function builds on the function of another element. An example 
is the distribution channel, which on one hand, is dependent on the value proposition 
because in order to know what distribution channels the firms is in need of, one must 
know the value a specific channel brings. Another example is the Relationship is 
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dependent on Target customer, which without there would be no need for relationships. 
If an element, on the other hand is related to another the function between them are 
intertwined and affect each other, where e.g. the Value proposition will affect the 
customer interested in the products and the Target customer will affect the products 
sold. 
    

4.3	  COMPARISON	  REGULAR	  VERSUS	  E-‐BUSINESS	  MODELS	  	  

When forming a business model for an e-commerce company there is a few things that 
are slightly different from a brick-and-mortar company which is important to take into 
consideration. It should be mentioned that conducting business over the Internet still 
requires a firm to have a regular business model but with some modifications to fit the 
structure of an e-commerce firm (Laudon & Traver, 2011, p. 67). If the e-business 
aspect is neglected the business model may be misleading or leave out important 
influences, and the other way around. In fact, many e-business models fail to take the 
customer into consideration (Dubosson-Torbay, 2002, p. 12). The way customers are 
reached is the largest difference between the two types of firms. Since e-businesses lack 
the possibility of over the counter-shopping, the company must offer the customer 
something that will make up for not getting the product directly at the purchase (Afuah 
& Tucci, 2003, p. 55).     

When comparing the general and e-commerce business model there are certain 
differences, the areas where the differences are most significant are: (i) Value 
proposition where the issue is how the Internet can be used to help the firm create value 
for the customers, (ii) Target customers of an e-business firm needs to be able to use the 
Internet whereas user knowledge is not a large problem in regular retail, (iii) 
Distribution channel relates to whether or not the firm can deliver as promised to the 
customer, (iv) Relationship has to do with the activities of the firm and if they are 
sufficient to cover the lack of personal contact a customer normally receives and, (v) 
Value configuration which relates to the activities that must be added to fulfill the Value 
proposition and is bound to be different for an e-business firm (Afuah & Tucci, 2003, p. 
54; Osterwalder, 2004).  
 

4.4	  ADJUSTMENT	  OF	  THE	  BUSINESS	  MODEL	  

Adjustment is necessary in the dynamic business environment to ensure profitability 
and to stay competitive. It can take place in two different ways, structured or 
frenetically adapting to each new obstacle. Experience has shown that firms with a 
planned approach to change, i.e. firms using a change model, are more likely to succeed 
in their adjustments than others (Linder & Cantrell, 2000, p. 10). Having a business 
model that is adapted to the current market is essential to survive and will eventually 
create a competitive advantage. Whether or not business model adjustment is natural 
(dynamic) or a forced activity needs to be considered. Linder & Cantrell (2000, p. 2) 
view business model adjustment as something management must actively reflect on and 
implement.  

Modifications of business models take place for many different reasons and will hence 
affect the business model in different ways. The strategic changes include exploring 
new opportunities such as broadening or changing target market, geographically 
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expanding business, new pricing strategies, adjustment for technological advances, 
adding/changing channels, or even an initial public offering (IPO) (Linder & Cantrell, 
2000, pp. 11-13; Cavalcante et al., 2011, p. 1332). Changing the business model can 
also include extending the business to include more than one business model due to e.g. 
changing circumstances, new markets or new products (Johnson et al., 2008, p. 55). 
Business activities are linked to different elements in the business model. Due to this it 
is only natural that the effect from e.g. exploring a new opportunity, or in other ways 
changing the business, will be accordingly on the business model (Linder & Cantrell, 
2000). Deciding when, where and how change takes place, management must be aware 
that this will allow the core of the business to develop dynamically (Cavalcante et al., 
2011, p. 1337). The coming adjustments for Company X come from expansion and 
globalization as they are entering China.  

Linder & Cantrell (2000) developed a model on the extent to which change affects a 
company’s business model. The change model provides “core logic on how a firm will 
change over time to remain profitable” and will provide us with an understanding if and 
to what extent the business model needs change due international expansion (Linder & 
Cantrell, 2000, p. 3). It has been divided into four segments depending on the type of 
change the firm goes through: renewal, realization, extension and journey (Linder & 
Cantrell, 2000, p.10). The renewal model is the model used when a firm uses its core 
knowledge to introduce new areas of business, including a new brand, service offering 
or format of retailing e.g. moving into the online market. Different types of integrations 
of a firm such as mergers, acquisitions or de-mergers belong to the extension models. 
Neither of these two manages geographical expansion and are hence not relevant for our 
research (Linder & Cantrell, 2000, p. 11).  

                           
Based on Linder & Cantrell, 2000, p. 13 

Figure	  3:	  The	  Change	  Model	  

The realization model and the journey model, however, both include expansion and new 
market entry, but in different ways. The realization model, which barely affects the 
business model at all, explains the situation when a firm engages in e.g. global 
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expansion or increase sale channels to grow or maintain the position on the market. 
Globalization aims to reach customers across the globe and do not intend to go back to 
being a local actor. Globalization is a part of the journey models, where the business 
model change is the most dramatic. Included in this model is also other ways the firm 
can “journey”, e.g. move from price focused to differentiation on service or go from low 
price to high-end (Linder & Cantrell, 2000, pp. 11-13). The difference between these 
two models, hence, lies within the vision of the expansion and the global goal of the 
firm. 
 

4.5	  CULTURAL	  DIFFERENCES	  	  

When a firm enters a new market, we believe culture affects consumer behavior, need 
and preferences, which will in turn affect the business model. We have chosen to look at 
communication differences through the Lewis Model and low- and high-context 
communication. Different social approaches that affect the actions and preferences of 
consumers have been explored through Hofstede’s six dimension model. We chose 
these theories because we feel give a fair and clear view of how communication and 
culture differs between countries and/or regions. Since these models are covering 
cultural behavior we will use them to see how these supposed cultural changes affect 
the consumer behavior. We believe this has immediate effect on target customer, 
distribution channel, and value proposition since cultural differences are closely related 
to consumer preferences which in turn affect the previously mentioned elements.  

4.5.1	  CULTURAL	  DIMENSIONS	  
Hofstede’s six dimension model illustrates cultural aspects on a number scale to show 
tendencies of a certain country or region. The model is used when analyzing one or 
more cultures. The model will help us see where the cultural differences are the greatest 
and what areas we must make sure to take into consideration when adjusting the 
business model. The cultural perspective will form consumer preferences but also affect 
buying behavior depending on what values are important in the society.  
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 Based on Hofstede, 2010 

Figure	  4:	  Comparison	  China	  versus	  Northern	  Europe9	  of	  Hofstede’s	  six	  cultural	  
dimensions	  

The dimensions of Hofstede’s model relate to power distance (PDI), individualism 
(IDV), masculinity (MAS), uncertainty avoidance (UAI), long-term planning (LTO) 
and indulgence/restraint (IVR).  
• The power distance of a country represents the hierarchy within an organization 

and to which extent it is accepted by its members. A high score represents a clear 
hierarchy while low score shows decentralized reasonability (Hofstede et al., 2010, 
pp. 60-62)	  

• An individual culture, with a high score in individualism, has a great focus on the 
individual. The opposite, focus on the collective (low score), means the family and 
closest group of friends are first priority in matters such as promotions.  Countries 
with strong collectivism tend to use high context communication, which we will 
touch upon later (Hofstede et al., 2010, pp. 112-117). 	  

• In masculine cultures professional success is valued, and leisure time and friends 
have lower priority than the career. In feminine cultures high quality of life is 
considered the ultimate success. In masculine cultures shopping tends to be focused 
around status objects and internet is primarily used for gathering facts (Hofstede et 
al., 2010, pp. 138-139, 163-164).                

• Uncertainty avoidance is seen as an important aspect of shopping. Cultures with 
low UAI are more concerned about appearances than high scoring cultures, and 
consume more beauty products. Countries trying to avoid uncertainty are more 
hesitant towards new products and trends, as well as adopting new technology. Low 
avoidance cultures use the Internet to conduct research before purchase to a higher 
extent (Hofstede et al., 2010, p. 207).  

• Long-term planning shows how much focus organizations have on the past and 
how investments and priorities lie for the future. A high score means investments 
are long term, e.g. real estate, while a low score shows bigger focus on short term 
investments with quick payoffs (Hofstede et al., 2010, p. 275).                          

	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	   	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	   	  
9 Northern Europe represents own calculations of the average of Belgium, Denmark, 
Finland, Germany, Netherlands, Norway, Sweden and United Kingdom 
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• A high score of indulgence shows it is socially accepted to enjoy life and have fun. 
Restrained countries have less online contact with people in other countries and a 
low approval rate of foreign films and music (Hofstede et al., 2010, p. 281).           

Country PDI IDV MAS UAI LTO IVR 
Latin America10 63 31 49 83 6511 6612 
India 77 48 56 40 61 26 
Russia 93 39 36 93 N/A 20 
Unites States 40 91 62 46 29 68 

  Based on Hofstede, 2012; Hofstede, 2010  
Table	  3:	  Cultural	  dimensions	  

To apply the dimensions to the case of Company X we have chosen to look at 
differences in dimensions between the Northern European and Chinese cultures. As can 
be seen in Figure 4 above the cultural traits of Northern Europe is close to the opposite 
those of China for all six dimensions, although some provide larger differences than 
others. To provide a more theoretical approach to the thesis we have decided to look at 
some other cultures and countries from across the globe. We can see that the United 
States and Northern Europe are similar in power distance (PDI), individualism (IDV) 
and uncertainty avoidance (UAI) whereas China shares similarities with United States 
in the masculinity (MAS) dimension. The emerging markets (China, India ,Russia and 
Latin America) follow each other quite closely except for the uncertainty avoidance 
dimension where China and India score low, and Russia and Latin America score very 
high (Europe and Unites States is found in the middle). There is an extreme difference 
between China and United States when it comes to long-term planning.  

4.5.2	  COMMUNICATION	  
An inevitable part of culture is communication. It is dependent of it just as culture is 
dependent on communication (Hall, 1959, p. 186). Communication is an essential tool 
in all organizations and would not function without it. The collectivistic culture of e.g. 
China, Russia, India and the Latin America, as mentioned above, affects the 
communication style of these countries. These cultures commonly feature a high-
context communication style, one way of culturally dividing communication, introduced 
by Edward Hall (Nishimura et al., 2008, p. 784). Another is Richard D. Lewis’ (2000a, 
p. 41) scheme for dividing countries after the way they communicate; linear-active, 
multi-active and reactive cultures. The communication of an e-commerce firm with its 
customers will foremost take place through the company’s website, marketing and 
customer service. Hence, it relates to the business model elements of Relationship and 
Target customer. In this thesis the communication theories will be used to present how 
communication with customers needs to be conducted in different cultures.  

	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	   	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	   	  
10 Average of Brazil, Mexico, Argentina, Chile and Peru 
11 Data only available for Brazil 
12 Data not available for Chile	  
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Based on Lewis, 2012  

Figure	  5:	  Cultural	  Types:	  The	  Lewis	  Model	  

China, the Northern European and Latin American countries are all fairly good 
representatives of reactive, linear-active and multi-active cultures respectively (Lewis, 
2012). A distinct reactive culture like China is a people oriented culture where face-to-
face contact and oral communication is important (Lewis, 2000a, p. 5; Lewis, 2000b, p. 
5; Usunier & Roulin, 2010, p. 195). The Northern European countries as well as the 
Unites States are found around the linear-active characteristic which highly value 
written information (Lewis, 2000b, p. 5; Usunier & Roulin, 2010, p. 195). Multi-active 
countries, characterized by Latin America, lie between the linear-active and the reactive 
cultures. It is people oriented and values oral communication, although neither to the 
same extent as the reactive culture (Lewis, 2000b, p. 5). As can be seen in Figure 5 
above, Russia is closer to the Latin countries in communication whereas India lies 
between the reactive and multi-active ends.  

The regions are dissimilar in terms of communication context as well. Communication 
in high context culture can sometimes be hard for low context culture to understand 
hence not clearly stating what they want to say. China, India, Russia and Latin America 
are considered high-context cultures whereas Northern Europe and the United States are 
low-context cultures (Nashimura et al. 2008, p. 792; Usunier & Roulin, 2010, pp. 201-
203). India is however slowly moving towards the low context communication style, 
partly due to the English language traditions but mainly because of the new influences 
from west (Nashimura et al., 2008, p. 792). 

In a high-context culture the communication is unclear and requires a situation context 
to clarify. This can be due to language characteristics where e.g. pronouns or gender are 
not used in oral communication, something which is common in many Asian languages. 
Most low-context cultures have languages which are more explicit and thus require less 
situation context since it can be understood from the wording (Usunier & Roulin, 2010, 
pp. 201-202). Usunier & Roulin (2010, p. 217) argue that the high- and low-context 
communication styles are applicable for a business’ online communication “both in the 
content and the design of web sites”. With the lower need for face-to-face interaction 
the low-context communication is more suitable for online communication which is 
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mainly used for “informative” and “factual” purposes (Usunier & Roulin, 2010, pp. 
195, 217-219). High-context information, on the other hand, is not efficient enough for 
the digital format (Usunier & Roulin, 2010, p. 217).  

When it comes to websites it is probable that the cultural context of the firm’s home 
country will affect how the layout of the site looks as well as how the information is 
portrayed (Usunier & Roulin, 2010, p. 190). Cross-cultural interpretation is easier for a 
website designed in a low-context communication style since the minimalistic layout is 
less confusing for high-context interpreters than the other way around (Usunier & 
Roulin, 2010, p. 192). Moreover, a firm from a non-English speaking country is best at 
providing thorough information that is understandable for readers of both low- and 
high-context cultures (Usunier & Roulin, 2010, pp. 190, 192, 222).  
 

4.6	  CONSUMER	  BEHAVIOR	  

In order to understand what motivates consumers to make a purchase we have chosen to 
have a look at consumer behavior and motivation models, what they buy and where. We 
believe consumer behavior differs between different countries and cultures, and will 
affect the way retail needs to be conducted. Hence, we assume that business models 
need to adjust in accordance to the consumer behavior differences. The primary 
elements that are affected by consumer behavior are Target customer, Distribution 
channel and Revenue model. This requires us to understand who shops, through which 
channels the customers like to be reached and how much they are willing to pay for the 
value provided by the company. These are essential aspects for the company to develop 
a well fitted business model.  

When consumers are shopping online there is a trade-off between time and sense of 
security. Online shopping saves the time it would take to get to the store, carry out the 
shopping and get back home, while shopping online only requires consumers to go 
online to find the products preferred and execute the purchase. On the other hand, the 
risk when shopping online is greater than that of shopping over the counter. There are 
two types of risk when shopping online, product risk and financial risk. The product risk 
concerns not getting the product the customer expect and include matters such as wrong 
quality, size or just not living up to standards promised. This is due to the fact that the 
customer cannot inspect the physical product itself before the purchase. The financial 
risk covers the risk of fraud when paying with credit card online, the higher the price the 
greater the risk (Bhatnagar et al., 2000, p. 99).  

When a consumer is deciding whether or not to buy a product online these risks are 
taken into consideration along with the convenience of buying the product online as can 
be seen in Figure 6 below. Another factor that affects a consumer’s likeliness to 
purchase online is previous experience of online shopping. The greater the risk that 
comes with the purchase the lower the chances is that the purchase will take place 
online. This means consumers are more prone to purchase low risk products online, 
such as CDs, books and software (Bhatnagar et al., 2000, p. 101). It is also important to 
consider the demographics in evaluating the benefits of shopping since age is likely to 
affect both the perceived risks and computer knowledge.  
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Based on Bhatnagar et al., 2000, p. 100 

Figure	  6:	  Convenience,	  risk,	  and	  Internet	  shopping	  behavior	  

Trust is a large part of building a successful e-commerce company. It is an important 
part of any business relationship but even more so in e-commerce where one where the 
parties cannot interact physically, and without trust consumers will not feel comfortable 
conducting business with the firm (Corbitt et al., 2003, pp. 203-204, 210; Salam et al., 
2005, p. 77). Trust is an integrated part of a relationship which cannot function without 
it, just as trust cannot exist without there being a relationship (Salam et al., 2005, p. 74). 
Relationships, building and maintaining, is an important element in the business model 
which should not be neglected. Lack of trust is considered the main reason why B2C e-
commerce has not developed faster (Pang et al., 2007, p. 194). Trust in an e-commerce 
firm relies on market and firm specific features: the reputation of e-commerce in general 
on the market in question, the consumers and the firm’s own website in terms of 
information content, design, security and privacy (Corbitt et al., 2003, p. 210; 
Ranganathan & Ganapathy, 2002, p. 459). In China the penetration of e-commerce has 
not been as large as could be expected from the market development in general, 
something that Pang et al. (2007, pp. 193-194) believe has a lot to do with Chinese lack 
of trust in e-commerce. However, people with higher income levels in general have a 
larger probability to engage in e-commerce, which is also the case in China (Corbitt et 
al., 2003, p. 205; Pang et al., 2007, p. 196).  

The lack of trust springs from the fact that in an e-commerce situation the customer 
does not have the possibility to see the seller, feel the product he or she is contemplating 
to purchase and the product will at most times not be available to the buyer at the time 
of the transaction. All of these issues contribute to the insecure feeling of the buyer, a 
justifiable feeling since the buyer is the vulnerable party in the transaction (Corbitt et 
al., 2003, p. 204). Once a consumer recognizes a firm to be trustworthy enough to 
purchase from the continuing relationship building lies in the firm’s ability to fulfill or 
exceed the expectations of the customer (Salam et al., 2005, p. 77; Ranganathan & 
Ganapathy, 2002, p. 464). Increasing trust once a transaction has been made and the 
initial relationship set up includes using the information gained from the customer to 
improve the business’ value proposition to fit the customer in the future. Moreover, 
maintaining the relationship with the customer through communication is an important 
aspect of continued trust from the customer (Corbitt et al., 2003, p. 205). Increasing the 
chance of a customer staying loyal means ensuring the customer trusts the firm and 
continues to make sure the customer can feel safe in conducting business. This can be 
done through improving transaction technology as well as giving them incentives to 
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stay by offering returning customers certain benefits (Anderson & Srinivasan, 2003, p. 
128; Salam et al., 2005, p. 77; Corbitt et al., 2003, p. 205).  

Maslow’s hierarchy of needs is one of the most famous theories on motivation and 
behavioral research. According to Maslow certain needs must be fulfilled before a 
person moves on to the next stage in life. The most basic needs are physical: food and 
water, necessities for survival. If the basic needs are present people move on to feeling 
the need of a secure place, away from danger (Maslow, 1943, pp. 372, 376). People are 
motivated to reach a higher level once the present situation is fulfilled. 

 
   Based on Bell, 2008, p. 82 

Figure	  7:	  Maslow’s	  Asian	  Hierarchy	  of	  Needs,	  as	  expanded	  by	  Schütte	  (1998)	  

Additions have been made to Maslow’s model to make it more suitable for the Asian 
market. The three higher levels of the Asian model differ from the original one, which 
puts more focus on the individual and its own well-being. The two first levels are the 
same for both models. On the third level, the Asian collectivistic cultures search for 
acceptance where the individualistic culture focuses more on relationships and 
affection. The next level is similar for the two, concerning gaining respect (Asian), as 
well as achievement and status (regular). It is foremost the final step in the process that 
differentiates the two models, where Asian cultures stay on the previous track and value 
social status whereas other cultures return to the well-being of the individual by valuing 
“self-actualization” through personal growth and fulfillment (Bell, 2008, p. 82; Maslow, 
pp. 382). This can be seen as an indication that cultures where the regular Maslow is 
applicable are more feminine and Asian Maslow cultures are more masculine, although 
both the Unites States and China are two of the most masculine cultures (Hofstede et al., 
2010, pp. 141-143). Additionally, the indulgence/restraint dimension can involved since 
the Asian countries are more focused on restraint and western countries more towards 
indulgence (Hofstede et al., 2010, pp. 282-285). The higher focus on respect and status 
can be explained by the collectivistic culture and the larger power distance of Asian 
countries, compared to the more individualistic and less hierarchal western cultures, as 
explored by Hofstede’s dimensions above (2010, pp. 76; 126; Bell, 2008, pp. 82-83). 
Applying Maslow on consumer behavior, the idea is that once a person’s disposable 
income increases to allow not only the basic needs, a place to stay and nutrition, he or 
she will start to look for other things to spend money on in order to gain social 
acceptance, respect and achieve higher social status. This is often achieved through 
material things, such as clothing and accessories from well-known brands. 
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4.7	  SUMMARY	  OF	  THE	  THEORETICAL	  FRAMEWORK	  

To summarize this chapter we will bind together the theories mentioned into a 
framework that will hereon constitute the foundation of this thesis. Adjustments in the 
business model are, according to our created framework, dependent on the global reach 
of the firm and the cultural differences of the new market. Cultural differences are 
measured by Hofstede through six dimensions: power distance, masculinity, 
individualism, uncertainty avoidance, long term planning and indulgence. Affecting the 
underlying values and behavioral patterns of a society, culture will also affect the ways 
of communication. This can be seen in the two models, which show how different 
cultures communicate and interact with each other. Culture is also bound to affect the 
consumer behavior and consumer needs of a population.  

	  
Figure	  8:	  Relation	  and	  summary	  of	  theories	  

We believe ways of communication, consumer behavior and consumer needs are 
features that may impact the business model elements of a firm. Almost all business 
model elements are connected to the Value proposition in one way or another. The 
Value proposition itself is based on what the consumers need and how the company is 
fulfilling the need. The segment Customer Interface, which consists of the elements 
Target customer, Distribution channel and Relationships focus on the means and 
channels of interacting with ones customers is affected by the ways communication is 
executed in that particular culture.  

In the model above we explain the relations between the different parts of our thesis. As 
can be seen culture will affect the consumer behavior, communication and customer 
needs which are connected to the business model segments. From there we will then 
draw conclusions on the interrelation between elements and the business model 
adjustments necessary in the event of a new market entry.  
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CHAPTER	  5	  –	  EMPRICAL	  METHODOLOGY	  	  
In this chapter we will provide an understanding of the methods used in conducting the 
empirical research of our thesis, covering the sampling and selection of participants, 
the interview process and show an overview of the interview guides used. We will also 
discuss ethical considerations.  
 

5.1	  CHOICE	  OF	  COMPANY	  

In a case study research, Siggelkow (2007, p. 20) argues that the object of the study 
does not necessarily have to be “randomly selected” if the opportunity arises to closely 
study a specific organization which provides an interesting case. The object of our case 
study is a Northern European e-commerce company selling fashion and beauty products 
across Europe. The company has been chosen due to an upcoming expansion outside 
the European home market, namely China, which provided us with an opportunity to 
research the influence of a new market entry on the business model. The fact that the 
company is active on the e-market was another interesting feature since it provides less 
previous cases of expansions within the retail sector.  
 

5.2	  INTERVIEW	  METHOD	  

In qualitative research there are three ways of conducting interviews: unstructured and 
semi-structured and structured interviews (Saunders et al., 2009, p. 320). Depending on 
the aim of the research the method of collecting the primary data varies. In the case 
where a large sample needs to be examined and a comparison of the respondents’ 
answers is to be made the structured interview is the most reliable. It provides the 
researcher with personal and undirected answers to the open-ended questions asked but 
can be compared since all respondents have answered the exact same questions 
(Saunders et al., 2009, p. 320). The unstructured interview can be used when the 
researcher instead wishes a deep exploration of a more general area. Here the researcher 
only provides a number of subjects that needs to be covered but allows the interviewee 
to discuss them without the direction of a specific question (Saunders et al., 2009, p. 
320; Bryman & Bell, 2007, p. 474). The final interview approach is the semi-structured 
interview, where the interviewer has a number of structured questions, an interview 
guide, which serves as the framework of the interview. The researcher may, however, 
extend the questions beyond the interview guide as a response to interviewees’ answers.  

The purpose of our research is best met by conducting semi-structured interviews. By 
choosing this approach we are provided with a base of questions that are the same and 
that can hence be compared to each other. From this we can understand the full business 
model of Company X and gain a broader knowledge of the Chinese market. For our 
research we also felt it beneficial to be able to further uncover knowledge in the two 
areas, Company X and China, through the possibility of letting questions submerge 
during the interview. This approach also allowed us to somewhat adjust the questions 
depending on the position and main area of knowledge of the respondent.  

In order to ensure the number of interviews required for this thesis we made sure to 
contact and plan the interviews early on in the process, as recommended by Eriksson & 
Kovalainen (2008, p. 81). For convenience reasons the majority of the interviews have 
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been conducted over telephone or through Skype since the respondents are not situated 
in the Umeå area. The respondents that have been interviewed over Skype have been as 
far away as Southeast Asia. Conducting telephone interviews can be considered an 
advantage in the case that the respondents are randomly sampled. This is not applicable 
for our case study where the respondents have been chosen based on knowledge, in 
which case the telephone interview approach can instead be considered a shortage as we 
have not been able to observe the body language of the interviewee (Quinlan, 2011, p. 
291).  

For some interviews the interview participant in question did not had the possibility to 
book a telephone meeting and requested to be sent and answer the interview questions 
by e-mail. This convenience method allowed us to receive answers from two 
participants that would otherwise not have been able to participate. Since these 
participants were important respondents for our thesis we decided to accept the terms 
despite them not being ideal. E-mail interviews are not conducted in a real-time which 
makes them asynchronous interviews (Eriksson & Kovalainen, 2008, pp. 103-104; 
Quinlan, 2011, p. 291). It can be an advantageous way of gathering data since it gives 
the respondent the opportunity to give full answers and reduces the risk of important 
information being forgotten or answered in an unclear way, which may be the case in a 
real-time interview (Eriksson & Kovalainen, 2008, p. 104).  
 

5.3	  CHOICE	  OF	  PARTICIPANTS	  

We wish to draw conclusions of possible links between new market entry and business 
model adjustment, as well as interrelation of the business model elements from the 
specific case of Company X to provide an understanding of what may occur in a 
situation like theirs. Based on this we have decided that a non-probability sample is the 
most appropriate for our primary data collection (Quinlan, 2011, p. 213). Considering 
the nature of our research we decided to pursue a purposive sampling approach, 
meaning that the participants contribute with specific knowledge necessary for us to 
answer our research question (Quinlan, 2011, pp. 213-214; Saunders et al., 2011, p. 
237).  

We understood the need of gaining a deep knowledge of Company X, their business 
model, previous activities and expectations of the China launch. Hence, we needed to 
interview relevant sources at Company X. The participants chosen are employees at 
Company X and have positions that involve them in the operational functions of the 
company. Interviewees are also involved or will be involved in the expansion to China 
and have experience from previous new market entries of Company X. Additionally, we 
felt it necessary to increase our understanding of the Chinese e-market, consumer 
behavior and other issues that may influence the business model. This led us to contact 
experts on the Chinese market. These experts are western and Chinese business 
consultants with extensive experience and knowledge of China.  
 

5.4	  ETHICAL	  CONSIDERATIONS	  	  

During the interviews the participation has always been highly optional. We have made 
sure that the participants are aware of this and have been given them the opportunity to 
abort the interview at any time.  We have informed the participants of the purpose of the 
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thesis and what their answers will be used for. We are aware of the fact that this might 
affect the respondents’ answers, therefore we have made sure to ask questions that are 
concerning facts rather than personal opinions.  

Before conducting the interviews we have asked the interviewees for their permission to 
record the interview on a dictating machine. We have formed the question in such way 
that they are strictly professional and will not infer on the interviewee’s personal life. 
We will not include information that might be harmful to the company or information 
that might harm the interviewee in any way, private or professionally.  

The expansion to China has not yet been made public by Company X. For this reason 
we have anonymized the company, calling it Company X, to ensure the risk of 
exploitation from potential investors is minimized. For the same reason, and to make it 
difficult to identify the true identity of Company X, we have also ensured the employed 
participants anonymity and will in the thesis give them new, gender-neutral names. As 
we asked all of our respondents whether or not the wished to remained anonymous, we 
had one who requested to be kept anonymous due to projects not yet public and a wish 
not to draw attention to them. The other experts, Alexander Garbu, Chelsea Li and Ou 
Yang, however, saw no problem in exposing themselves or their companies.  
 

5.5	  INTERVIEW	  QUESTIONS	  	  

We have held two different types of interviews; one where we interviewed employees 
of Company X and one where we interviewed people with insight on how business is 
conducted on the Chinese market. The questions for both groups have been formed 
based on what we need to know on the subject in order to answer our research question 
and which fields the respondent has previous knowledge within. The questions have 
been based on the theories presented earlier in this thesis, therefore we can easily 
process the information gathered. For most of the interviews we have used telephone 
interviews for geographical reasons.  

5.5.1	  QUALITATIVE	  DATA:	  INTERVIEWS	  COMPANY	  X	  
For this segment we aimed to get a view of all the elements in the business model of 
Company X. We based all the questions, besides the introductory questions, on the 
business model elements provided in chapter four. This is to get a clear view of their 
business model and the possible adjustments, the exact interview guide is found in 
Appendix II. We have created the questions in a wide fashion allowing us to freely ask 
follow up questions if we feel that some information was missing in the answer. For 
Company X we also conducted an introductory interview with the firm’s business 
developer to get a foundation to base the rest of the case study on, this interview guide 
can be viewed in Appendix I.  

• Introductory questions - Question 1, 2 – we want to start off the interview with an 
overview of our interview object. We are asking about elementary information to 
get an understanding of what experience and knowledge the respondent have within 
the field and how it might affect the respondent’s answers. These questions have no 
connection to our previously presented theories. In question 3 we are getting a 
view of how big part of the upcoming expansion the interviewee will have. This is 
so that we can adapt the upcoming questions to either focus on the current and 
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previous business model or add what changes the company will make within each 
field when entering China.  

• Value proposition - With question 4 we aim to get a view of the differentiation of 
Company X. Question 5 regards the value the company provides its customers and 
how it is achieved. For both questions we are following up with questions 
concerning the different countries where Company X is operating. We are also 
trying to find out whether or not the value proposition will look different on the 
Chinese market in comparison with the current European one.  

• Target customer - Question 6 & 7 regard who Company X is considering to be 
their target customer and what marketing and sales channels the firm uses to reach 
them in different countries. We want to get a good idea of the main customer today 
in order to see what changes might come when entering the Chinese market and 
how these customers prefer to be reached. We followed up with asking how the 
target customer differs on the European market and how the company handles 
possible differences. 

• Distribution channel - Question 8 refers to how Company X ensures the happiness 
of the customers concerning the services provided. We want to get a view of what 
active measures the company takes to make sure that e.g. price levels and delivery 
are at a satisfactory level to the customer. We believe it very important to know 
how Company X pleases its customers within different geographical distances in 
term of delivery time to understand how they are going to satisfy the Chinese 
customers. 

• Relationships - We wanted to get an idea of how Company X views the 
relationships with its customers. Question 9 represents both how the company 
gains new customers and how they maintain its relationships with the existing ones.  

• Value configuration - Question 10 concerns whether or not the company surveys 
what their customers are asking and looking for to keep the Value proposition up to 
date. It is of great importance to have an extensive view of what the Chinese 
consumers are asking for, and making sure that the company is aware of this.  

• Capabilities - We wanted to know what parts of the company that is currently 
outsourced and what is conducted in-house. Therefore, question 10 covers what 
capabilities Company X has, internal as well as external. 

• Partnership - Question 11 is connected to the previous question and looks more 
into what specific companies Company X is outsourcing to, how the relationships 
work and why they have chosen these specific partners. 

• Revenue model - Question 12 concerns what sources of income the company has 
besides retail. This is essential for getting an overview of how the company makes 
its money and how it is likely to change when entering a new market. In question 
13 we wanted gain more information on the pricing strategy of Company X.  

• Cost structure - Seeing what costs the company has is of course essential, so in 
question 14, we asked whether Company X strives towards keeping low costs or 
considers high costs a part of providing higher value to the customer.  
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• Implementation - Throughout the interview we have gone through the activities 
necessary for the company to provide value to its customer. Question 15 concerns 
how all these activities are maintained and how they are ensured to be conducted. 

• Sustainability - Questions 16 touches upon how Company X acts on the market in 
order to maintain its position as well as claiming more market shares and how it 
differs on different markets. In question 17 we want to get a view of what 
Company X will do to make sure that no one copies their business model, a subject 
that will be very important when entering the Chinese market. 

• Ending questions - In question 18 & 19 we look to get a general view of what is 
planned for the Chinese expansion and what previous expansions looked like. 
Finally, we wanted the respondent to have the chance to add information that he/she 
felt that we had missed to touch upon in question 20 we allowed the interviewee 
add whatever the interviewee felt had been neglected. 

5.5.2	  QUALITATIVE	  DATA:	  INTERVIEWS	  CHINESE	  MARKET	  EXPERTS	  
Here we had originally planned to conduct interviews with at least two experts on the 
Chinese market: 
• Jonas Carlsson, senior export advisor at The Swedish Trade Council in Umeå and 

former head of the Shanghai office 
• Alexander Garbu, founder and chief visionary officer at iQubator which provides 

incubator services to small firms entering the Chinese market and with a special 
focus on e-commerce.  

Due to professional reasons Jonas Carlson was unfortunately unable to answer our 
questions once we had provided him with the interview guide presented below. We then 
contacted the Swedish Trade Council in China to see if there was any possibility for 
them to answer a few modified questions but unfortunately they could not find the time. 
This led us to expand the look for potential interview participants with the contacts one 
of us had from the time spent in Shanghai and contacted a number of people:  
• Mr. Yuann and Mr. Lu, professors at Fudan University 
• Pedro Godoi, business consultant and editor at Settling Magazine 
• Richard Wells, editor at Settling magzine 

Out of these contacted people we received answer from three people. One of them who 
wished to stay anonymous: 
• Chelsea Li, general manager, Scandic Trading Ltd.  
• Ou Yang, joint director and business consultant at PY Trading & Investments Ltd. 
• Expert on the Chinese market. Runs a firm dealing with B2B solutions on the 

Chinese market.  

The interview outline was constructed similarly for the four interviews, since the 
purpose of the interviews were the equal. The interview guide can be found in Appendix 
III and IV. 

• Introductory questions – to get an idea of the experience of the participant we asked 
questions 1: the respondents’ time spent working in and with China as well as their 
knowledge and experience in both retail and e-commerce on the Chinese market 
(question 3). To get a further understanding of their work we also asked them 
question 2, to briefly tell us the purpose and services provided by their company.  
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• Expansion to China – the next area, covering question 4-6, regarded the general 
process of entering the Chinese market, what the different steps of entering China 
might be for a firm and what factors are necessary to take into consideration.  

• Consumer behavior – questions 7 & 8 regarded the general consumer behavior of 
Chinese consumers as well as the e-commerce consumer behavior, and whether or 
not there are any differences from the European markets. The way Chinese 
consumers choose products and what features they valued was also something we 
wished to know more about. 

• Change – with question 9 we had the aim to understand changes that are usually 
necessary for companies entering China in order to attract Chinese consumers. This 
was also a question which would connect more directly to the business model part.  

• Income – to get a better understanding of the segmented Chinese market the income 
differences was dealt with in questions 10 & 11. The differences in income vary 
between regions and we wanted to know if this affects the consumer behavior in the 
regions. We were also interested in finding out more about how income increase 
changes consumer behavior among Chinese consumers and how it differs from 
European consumers.  

• Personal contact and customer service – questions 12-14 referred to the idea that 
personal contact is important in certain cultures when it comes to the shopping 
experience. This led us to ask how this appears in China and if the lack of physical 
interrelation affects e-commerce. The customer service function is closely related to 
personal contact and we thought it important to know the significance of it and how 
it should be executed to fulfill the requirements of Chinese shoppers.  

• E-commerce – to get an idea of the e-commerce market we felt the need to know 
more about the competition and functioning of the market. Hence, question 15 
regarded large players already present in China. Question 16 aimed to give us an 
understanding of the present payment solutions. We also found it interesting to 
know if the country’s regulations would somehow influence the way business is 
conducted, in question 17.  

• Finally, we allowed the interviewee to fill any potential gaps of information or add 
other aspects.  
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5.6	  DESCRIPTION	  OF	  INTERVIEWS	  

Name Title Company Interview 
method 

Interview 
time 

Expert on China 
Alexander Garbu Founder & Chief 

Visionary Officer 
iQubator E-mail 2 occasions 

Chelsea Li General manager Scandic 
Trading 

Telephone 40 minutes 

Ou Yang Joint director & 
consultant 

PY Trading & 
Investments 

Telephone 30 minutes 

“Robin” CEO The B2B 
Company 

E-mail 1 occasion 

Business model aspect 
“Charlie” Operations project 

manager 
Company X Telephone 30 min 

“Jamie” New market 
manager 

Company X Telephone 20 min 

“Sam” Business Developer Company X Telephone &  
In person  

45 min & 
50 min 

Table	  4:	  Interview	  participants	  

We have previously described the theoretical approach to our semi-structured 
interviews. In this section we will give an overview on how the interviews were 
conducted. In Table 4 above we have presented the interview participants, their 
positions, company and method used when interviewing. The participants from 
Company X have been presented with simulated names in order to ensure anonymity for 
the company as well as the participants.  In total we conducted four interviews with 
Company X, three over telephone and one in person. Apart from these interviews we 
had regular e-mail correspondence with a representative from Company X. Alongside 
the interviews with Company X we also had three interviews conducted through e-mail 
with Alexander Garbu and another expert on China who wishes to remain anonymous, 
here called Robin, and two telephone interviews with Chinese experts Ou Yang and 
Chelsea Li.   

The majority of the interviews were carried out late March to early April and varied in 
length from 20 to 50 minutes. This difference largely depended on the interviewees’ 
thoroughness when responding to the questions and the extent to which the answers 
invited to further questioning. Previous to the interviews we had informed the 
participants we would take no more than one hour of their time for the interviews, 
which ensured the participants full attention for the time needed.  

The interviews which were carried out in person and over the phone were recorded 
using a dictaphone. Throughout the interviews one of us took notes of the respondents’ 
answers. This was mainly done as a safety measure in the case that the dictaphone 
would prove to not function properly. The interview guide was used as a framework for 
the questioning but left room for attendant questions. The interview questions were 
shared between the two of us and follow-up questions were spontaneously asked.  

When the interviews were done we spent time transcribing the answers from the 
recordings. Transcriptions are easier to use in the empirical analysis process since they 
provide an intact recollection of the information stated, where notes can be unfulfilling 
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(Ticehurst & Veal, 1999, p. 100). Conducting interviews over the telephone gave us 
some sound problems despite trying out the equipment previous to the interviews. The 
quality of the calls and the recordings was average and at times we had difficulties 
hearing what was said. The personal interview and the Skype interview were less 
problematic. 
 

5.7	  CRITICISM	  OF	  PRIMARY	  SOURCES	  

The data gathered for this thesis through the qualitative interviews will be considered 
the primary data used in the analysis of this case study. When conducting the interviews 
we tried to be clear and limit the use of jargon when formulating the questions, in order 
to reduce the risk of misunderstandings. For this we made sure to have a full 
understanding of the areas which we covered in the interviews. We have also made sure 
to clearly explain the purpose of the questions.  

The data gathered includes a large portion of personal opinion and perception of the 
situation. This was especially apparent in the data gathered from the participants from 
Company X where the answers to some questions were inconsequent. We believe the 
respondents’ role in the company affected the way they answered our questions due to 
expertise in certain areas and less insight in others. The use of telephone interviews 
made it impossible for us to observe the body language and see the reactions of the 
respondent to the questions asked.  

The e-mail interviews with two of the Chinese experts put us in the situation where we 
could not have a flowing conversation during the interviews and ask further questions 
on the answers they gave other than sending them new questions. We did not have the 
possibility to hear their tone of voice, which is just like body language a large part of 
communication. The answers from Alexander Garbu often related to iQubator and we 
understand that there is a possibility of his answers being biased to reflect on the 
business of his company and the services provided by it. Robin, our second expert, is 
more knowledgeable in B2B and can therefore provide us with information about the 
more practical areas of doing business in China, which can affect a company’s business 
model. Hence, the knowledge of areas relating to Chinese consumers may foremost 
come from the experience of living in China rather than working with B2C situations, 
unlike Alexander.  
 

5.8	  LIMITATIONS	  OF	  RESEARCH	  

The object of our thesis is Company X, which means the theoretical outcome of the 
research can be affected by their business model as well as the specific expansion to 
China. With an existing company as case study there is a risk that the results are also 
affected by reluctance from Company X to provide us with sensitive corporate 
information, as well as imposing limitations in publishing information.    

The fact that only two people in the organization are currently involved in the project of 
expanding the business to China limited the amount of people available for 
interviewing. Out of these two we only had the possibility of interviewing one, and thus 
felt the need to gain more information on the organization from people who had been 
involved in previous expansions. The number of interviews was also affected by the fact 
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that the Swedish Trade Council did not wish nor had the time to participate in our 
research. We were however able to find some other people who are knowledgeable of 
the Chinese market. This had the effect that our expertise is limited to four people, and 
their experiences and knowledge from working in China, along with our secondary 
sources. The number of interviews, foremost on the subject of China, has thus 
potentially affected the results of the thesis. Since the organization has not yet entered 
China the results of the research relies on previous changes for Company X when 
entering new markets, anticipations of necessary changes from employees at Company 
X, and assumptions on what needs to change based on knowledge of the Chinese 
market, gained from interviews and secondary sources. Had the entry already taken 
place information could have been collected from the actual process and a hypothesis 
could have been build around what changes take place when entering a new market.  

One limitation could be the fact that although we interviewed four experts on China, 
their answers were quite similar. This can on one hand be a positive thing since it makes 
the answers more credible and reliable, but it can also indicate that the interviewees we 
have found are not able to share the full picture of the Chinese market, either because of 
a lack of knowledge or from giving a biased point of view. Being not only interviewees 
but also actors in the industry of helping companies to enter China might have 
influenced the answers given to us to promote their companies and the services 
provided. It is, thus, possible that the answers are, consciously or subconsciously, 
biased. The result of our interviews may also have been affected by the fact that we 
conducted the majority of our interviews over the telephone. This resulted in problems 
with sound quality which led to potentially important information being lost. It also 
prevented us from fully interacting with the interviewees and lacking the possibility of 
observing them as they answered questions. From this we could otherwise have drawn 
information on their certainty of the answers given and registered potential discomfort. 
In one case, the option available to us was that of conducting the interview over the 
Internet. There is a possibility that it has led to a withholding of information which 
would in a spontaneous environment have been told, but it may also have provided us 
with deeper information since the respondent had time to really think the answers 
through. A negative side of the e-mail interview is the lack of conversation in 
conducting the interview. By e-mailing the interaction in asking follow up questions to 
the answers given was not as natural and certain information may have been neglected 
due to it.  
 

5.9	  RESEARCH	  CRITERIA	  

Research criteria consist of the concepts reliability, validity and transferability and 
concern the trustworthiness of the research (Yin, 2011, p. 98; Eriksson & Kovalainen, 
2008, p. 294; Saunders et al., 2000, p. 251). By ensuring the reliability and validity of 
the methods and outcome of the thesis the research can be correctly evaluated. A high 
transferability makes it easier for future researchers to reconstruct the research and 
confirm the results (Saunders et al., 2000, p. 251). These considerations should be 
conducted not at the end of the research but during the whole process, something we 
have made sure to do by evaluating our chosen methods and sources (Eriksson & 
Kovalainen., 2008, p. 290).   
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5.9.1	  RELIABILITY	  
The reliability of our research largely deals with the presented methods of gaining the 
information used in the research. The transparency of research methods is emphasized 
by Yin (2011, pp. 19-20) and have been clearly presented in chapter three, Research 
methodology, and previously in this chapter. To ensure that a research is credible the 
amount of data gathered must be enough to support the conclusions made (Eriksson & 
Kovalainen, 2008, p. 294). In conducting this single case study we have taken measures 
to ensure a high reliability despite the limitation of cancelled interviews. Although our 
thesis is just covering a single event of a single company we hope to increase the 
reliability by making sure the participants have had the same opportunity to share 
information by giving them the same set of semi-structured questions within the same 
area of expertise. We have also gained similar answers in many areas from the 
interviews at Company X which support this argument (Hair et al., 2007, p. 297). The 
reliability of the research may, however, be affected by the fact that we only had the 
opportunity to interview four experts on China, but we feel the answers received as 
reliable since they overall not only match each other but also with the reports made by 
reputable consulting firms which have been referred to in Chapter 2: Research Context.  

5.9.2	  VALIDITY	  
In this thesis we have shown a clear line of argumentation to make sure the analysis and 
conclusion have been rooted in theory as well as empirical findings. We have presented 
all data necessary to support our line of argumentation in accordance with Eriksson & 
Kovalainen (2008, p. 292). We have cross-checked the conclusion with the purpose of 
the thesis as well as the expected contribution to ensure that the thesis is in line and 
relevant to the area of research (Hair et al., 2007, p. 297). All the findings and 
interpretations can be traced back to theory and empirical findings showing proof for all 
analytical findings and conclusions (Eriksson & Kovalinen, 2011, p. 294). 

We have tried to be as objective as possible when writing this thesis, but as Bryman & 
Bell (2007, p. 423) points out, qualitative research is very much dependent on the 
interest and opinions of the researchers. Therefore we have always made sure to base all 
argumentation in theory and facts, giving it a professional point of view. We are aware 
that we are responsible for providing the reader with information needed to follow the 
argumentation as well as provide information which gives the full picture to the reader, 
not relying on the existing knowledge of the reader (Eriksson & Kovalinen, 2011, p. 
294). 

5.9.3	  TRANSFERABILITY	  
The transferability of a research relates to the extent a study and its results can be 
“generalized to other studies and situations” (Yin, 2011, p. 98). In our case the 
generalization is limited considering we have used a single case study approach with an 
anonymous company. Hence, we cannot not in this thesis offer transferability on the 
pieces covering the specific business model of Company X. The fact that we have only 
researched Company X as a case for this thesis limits the input of business models to 
study change on in the event of entering a new market. When conducting a qualitative 
study in general it is very difficult to replicate and therefore unrealistic to get the same 
answer when conducting a similar research (Saunders et al., 2000, p. 251; Bryman & 
Bell, 2007, p. 423). Our case, which mainly consists of combining only one firm and 
one country, means the study’s findings are difficult to generalize. A single case cannot 
reflect the reality for all firms going through the same transition (Bryman & Bell, 2007, 
p. 423). Ticehurst & Veal (1999, p. 24) argue that generalizability is a relative term 
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since research is always specific to the case or subject at the specific time and place it 
has been conducted. Since a business model is a rather unique aspect of a company it is 
only natural that our findings cannot be widely generalized. Company X is active in a 
specific industry, online fashion, which makes the application of the results on firms in 
other industries difficult, as well as using it to understand online retail markets outside 
China. The transferability thus includes providing results which benefit theory rather 
than the single object of the research (Yin, 2011, p. 98; Saunders et al., 2000, p. 259). 
Although it is based only on Company X, we have drawn conclusions from the theory 
of the research to provide a theoretical and more widely applicable approach within the 
subject of business model adjustment. In the methods of gathering the research data we 
have been careful to ensure transcriptions of our interviews which could be provided in 
the case of future replication of our research. In the other parts of the thesis we have 
also provided a clear view of the activities undertaken and it should therefore be 
possible to reach the same result by anyone following the methods chosen.  
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CHAPTER	  6	  –	  CASE	  DESCRIPTION	  
In this chapter we will present the empirical data gathered from the interviews with 
representatives from Company X and experts on the Chinese market. The empirical 
findings will show an overview of the case of this thesis.  
	  

6.1	  CHINA	  

When it comes to the Chinese market our Chinese experts are very particular about 
stating that there is no standard way of entering. The entry strategy is depending on the 
size of the company, industry and where in China the company would like to start. 
Alexander Garbu argues that the golden rule when entering the Chinese market is to 
“forget everything you already know about conducting business since the way of making 
business differs greatly in China compared to Europe”. He also points out that one 
cannot simply speak of entering the Chinese market. The number of people as well as 
the geographical size of the country is just too large. He talks about of the income 
differences between and within regions by dividing the population into “consuming 
China” and “surviving China”. Seeing China as one market is like viewing Europe, 
North Africa and the Middle East a single market, Alexander explains since the 
differences within China are “as large as between Monaco and Malawi”, but also 
consists of everything in between. Yang adds that “naturally consumption is larger in 
the big cities” since people there generally have more money to spend. Chelsea also 
points out the income difference between the different regions by stating “in Shanghai, 
the minimum wage by law is 3000 RMB but in a small city just hours away it may be 
2000 RMB instead” and, repeats that this 33% difference is in the minimum wage 
alone.  

The consumer behavior in China is hard to generalize for two reasons. Firstly, due to the 
size of the Chinese market and the population as mentioned above and secondly, 
because of the big changes in Chinese mentality appearing with the ‘one-child 
generation’, “age is very important when it comes to how people consume”, Chelsea 
says. She continues to say that the older generations are much more cautious in their 
consumption, whereas their children and especially the youngest generations spend 
much more money on shopping. 

The Chinese consumption has become more focused on luxury products, such as the 
latest fashion and electronics, which show off status to the outside world. The focus on 
“face”, i.e. the way you are perceived by the rest of society is an important factor for 
Chinese consumers. It is common that certain luxury items are just bought because they 
are perceived to give the impression of wealth and status. Yang says that many people 
buying luxury products, especially when it comes to clothes and accessories, disregard 
how the items looks and instead focus on the social status the item will bring. Products 
which consumers have at home on the other hand, such as pillows and soap, are items 
Chinese still do not spend larger amounts of money on (Alexander Garbu, 2012; Ou 
Yang, 2012). Chelsea additionally sees the focus on luxury products as a measure that 
Chinese consumers like quality but adds that “certain products are still very cheap in 
China but that does not necessarily mean they are bad quality. You just need to know 
where to find the good stuff”. She is also aware that the focus on brand and the 
awareness of brands is widely spread, especially among the younger consumers in 
China. They usually care about what is the most expensive and sometimes force the 
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parents to buy it for them. Yang, who has also recognized the extreme focus on brand 
and exclusiveness, hopes and thinks that the behavior of the Chinese consumers will 
change in the future as the Chinese consumers get more used to the “new” purchasing 
environment in the country. When the income changes so does the buying behavior. The 
most basic status item to own is the cellphone. When the income increase even more the 
next desired thing to own is a car, even when living in major city with extensive public 
transport. For all the Chinese consumers owning a house is the most valued sign of 
status, Robin explains. The younger generations have a growing wealth and compared 
to their parents they are more probable to spend more money on products which show 
their status. Yang explains that young people are more likely to spend a lot of money 
than the older generations, “especially young girls spend a lot of money on fashion” she 
says. According to Chelsea, young people group who are the most conscious about 
fashion and the ones aged 20-29 have reached an age where they have a stable income. 
“They are the ones who spend most on online shopping among Chinese consumers”, 
she says.  

When choosing which product or service to purchase, price and service offered at the 
time of the purchase are the factors that have the greatest importance and create the 
highest value for the customer. The service required is received through the personal 
contact, either face-to-face with the sales person or through websites with the possibility 
to video chat or instant message with customer service. It is important that the personal 
contact is available 24/7 and that potential customers “must get answers directly”, 
Alexander and Chelsea explains. In China a day or two is not acceptable, he continues. 
Robin, on the other hand, refers to the service-mindedness of the Chinese in other areas 
of society by saying that ”customer service in China is really low compared to that of 
foreign nations”, and gives an example: ”waitresses & servers are forbidden tips, so 
they do their jobs without particular concern of customer happiness”. Robin does, 
however, point out the higher customer service levels among foreign brands. Yang, 
native Chinese but with extensive knowledge of western markets, also argues that 
Chinese are getting more used to the service provided by western brands. Chelsea, with 
the same background claims that personal interaction always is important for a 
consumer. They both agree with Alexander’s statement regarding the necessity of 
providing adequate customer service. Yang believes there is a significant risk of losing 
customers if the business does not provide this service. Yang and Chelsea both claimed 
it to be “most common to do this by online chat service” (Ou Yang, 2012) and Chelsea 
added that the “QQChat is something everybody uses and has available at all times but 
with email it can take a really long time to get answers”.  
The Chinese consumer has a tendency to spend less money per purchase compared with 
the average European customer, both in e-commerce and on over-the-counter shopping. 
Chinese spend more money at large but in higher numbers of purchases. When the 
Chinese customers are shopping online, they are in most cases buying from other 
customers, so called C2C purchasing. Robin and Yang both point out that the interest e-
commerce has been increasing and that it is something the Chinese customers are 
positive about. Yang explains that online shopping has become “really big […] because 
it is cheaper than regular stores”.  

The delivery times in China differs quite a lot depending on where to and from the 
package is being sent. If the customer is located in a first or a second tier city the 
delivery can be expected the same or next day. If the customer are living in a more rural 
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area or located in the other end of the country three to four day for delivery should be 
expected (Alexander Garbu, 2012).  

The Chinese customer prefers to bargain, either haggling over the price, trying to get the 
shipping for free, or receiving some type of extra gift with the purchase, Alexander 
explains. The fondness of bargaining is one of the reasons the C2C segment of e-
commerce is popular in China and what makes the group buying, business-to-team 
(B2T) purchasing, such as LivingSocial or Groupon, a very fit alternative. Both give the 
customers a stronger feeling that they are making a bargain. The lack of personal 
contact, face to face or through instant messaging, will take away the ability for the 
Chinese to try to bargain. Comparing the Chinese online consumer behavior to the 
European the biggest differences is through which channels the customers are buying. 
In Europe the largest channel is the B2C while in China it is the C2C and B2T, as 
previously mentioned.  

Another thing affecting the Chinese consumer behavior is the website preferences. 
Chinese websites look quite different compared to western websites in layout and 
content, which can be explained by the “reluctance among Chinese Internet users to 
have to search a website for the information required or to click around”, Alexander 
says. He is supported by Chelsea who says that Chinese people are too lazy to search for 
information on a website, which is the reason they want all the information they might 
need on the first page. Alexander continues by saying that he recently heard that the 
Chinese internet user does not necessary prefer websites that are crammed with 
information, but that is the type of website layout they have grown used to and have the 
best knowledge of. There is also a trend among Chinese websites to slowly move 
towards more western layouts, examples being the Chinese versions of Twitter.com and 
Facebook.com.  

Alexander explains that due to the regulations of Internet in China the prime social 
networks for Chinese users are different from Western markets. The largest networking 
site is Renren.com which started out as a copy of Facebook.com but today has the 
direction of integrating games where the users play against one another. Another large 
social media worth mentioning is Weibo.com which is a micro blog equivalent of 
Twitter.com. Both Chinese and international companies use these sites in the same way 
as Facebook.com and Twitter.com are used in western countries: to reach out to and 
communicate with current and potential customers. According to Yang Chinese 
consumers “follow the good comments” in their decisions of which products to 
purchase and where to purchase it from. Alexander Garbu agrees when he says that the 
younger Chinese generation has a very large faith in the social media where “rumors 
spread fast […], and many are easily affected”. Robin agrees and adds “Chinese are 
more skeptical about adopting a new brand or service. They will much more trust the 
recommendation of a friend who has used the service or product”. The comments and 
opinions of peers, friends or foreigners in online forums, thus seem to weigh more in the 
decision making process of a Chinese consumer than an extensive marketing campaign. 
She also points out that a Chinese business partner is “necessary to be successful on the 
Chinese market” since they “understand the local market and the culture”.      
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6.2	  BUSINESS	  MODEL	  ELEMENTS	  

In order to understand the process of adjustments as a consequence of new market entry 
it was necessary for us to first outline the current European business model of Company 
X, which will be presented further down in Figure 9. We have divided the results from 
the interviews with representatives from Company X into the business model segments 
from the Theoretical framework.  

6.2.1	  PRODUCT	  
Company X wishes to serve its customers with fashionable products covering different 
price segments. Charlie mentions that Company X aims to be “as a complete site as 
possible within the areas of fashion and beauty online”. When asked what they 
personally believe make Company X unique and attracts consumers we received quite 
different answers. Sam, business developer and the one of our participants who has 
worked for Company X the longest, speaks about the mission to make sure customers 
can shop complete and trendy outfits. Charlie explains it as ensuring qualitative service, 
fast delivery and a varied line of clothes including conventional as well as unknown 
and/or unique brands that cannot be found with any other retailer. Service is mentioned 
throughout all three interviews as an important aspect of conducting business at 
Company X. Sam explains that they work hard to include the service in all parts of the 
business and Jamie says they are looking to have “super satisfied customers”. 
According to Sam this way of thinking provides consumers with a feeling of security, as 
they want the customers to “be unafraid to shop from us”.  

6.2.2	  CUSTOMER	  INTERFACE	  
Company X provides products for women, men and children although their main 
priority is on young women where the bulk of the product line is concentrated. There is 
a large focus on party outfits which also are the most attractive products on the site. 
Charlie mentions that they are looking to attract more male customers as well as 
customers of the high-end product line, but admits that the marketing of the products 
currently are centered on the main target customer, the young female. Agreeing with the 
two colleagues on the characteristic 25-year old partying woman, Sam believes that the 
image of the target customer “sets the standard [...] no matter culture or part of the 
world, and is something that both younger and older strive towards”.  Jamie has a 
similar idea when describing how the products attract different customers, and how it 
does in fact differ to some extent between markets, where the same dress may foremost 
be bought by 31 year olds in Germany but be more popular among 25 year olds in 
Sweden. The target customer in the different markets is not always the same, but like 
the same type of products. Jamie, who is responsible for new market entry on the 
European market, explains that Company X does not change their product line 
depending on the market. Instead, they target markets and customers where an 
opportunity is presented for the fashion provided by Company X. 

The main tool for the company to reach existing and potential customers is the Internet. 
Being a defined e-commerce company, Company X believes the Internet is the arena 
which their customers are frequently visiting, Charlie argues, and where Company X 
wants to be seen. The Internet is also still a relatively cheap place to market and 
provides many opportunities such as website banners, promotion at Google search and 
blogs. “Some channels work better in certain countries”, Jamie says. Attracting new 
customers is done through regular marketing channels as well as discount campaigns, 
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the best way according to Sam, through different online channels e.g. social networks 
and blogs as well as using B2T.  

The product line is important for the possibility to realize the value proposition. To 
satisfy the need of the consumers the products offered must be in line with what is 
demanded. For this Company X has a number of purchasers and Sam says that the most 
important feature for buyers is to be fashion conscious, since there are business 
controllers assisting the purchasers in keeping track on the numbers. There are 
guidelines for the product buying but many decisions are made based on the buyers 
“gut” on what is fashionable and what will sell. The different product categories are also 
important, Charlie explains: “we work to make sure that we have the different price 
segments and the right amount of products for each price segment”.   

As mentioned above, service and customer satisfaction are important features at 
Company X. To achieve this they work with three key concepts in delivering value to 
the customers: lead time, cost effectiveness and quality. “Lead time is especially 
important in e-commerce” and satisfaction among customers foremost come through 
fast delivery, according to Sam. Jamie agrees and says that “if the customer receives the 
wrong product or if the product arrives late it means we simply have failed”.  

The customer satisfaction aspect is a key aspect to building lasting relationships and 
gain loyal customers. Company X is a “conversation or a close friend of the consumer” 
Jamie explains, where customers can view the latest trends and be inspired. An 
incitement for customers to return is free delivery on new orders for some time after a 
purchase. Sam talks about the importance of the customer service function, and says 
that ensuring customer return is “like step one in the customer service training”. Sam 
argues that sometimes the most loyal customer may have been dissatisfied at first but 
whose problems were solved by a well functioning customer service function. To assure 
customer satisfaction Company X has focused on a short response time which is below 
30 minutes in the most time sensitive markets.  

6.2.3	  INFRASTRUCTURE	  MANAGEMENT	  
For the Value configuration Company X has chosen to take an approach to actively 
research what their customers are looking for. Sam explains “the thing I have always 
considered most important to measure is what the customer thinks about what we are 
doing”. The company is foremost surveying their existing customers, through both 
follow up questionnaires and analysis of the sales. A questionnaire goes out to 
customers 10 days after a purchase has been conducted. The questionnaire measures the 
entire process and gives the company feedback on the customer’s opinion on the overall 
satisfaction. Sam adds that in order for them to get an accurate view of the entire 
process Company X asks questions covering everything from finding the right products 
to how well the product fits and if it fulfilling the customer’s expectations. Charlie adds 
that the company is dividing the sales after regions to see what sells well in the different 
regions in order to make adjustments at every stage based on it. 

When determining the strengths of Company X, the managers decided to aim their 
focus on what they know best - fashion and marketing. Early on they began to outsource 
parts of the organization where Company X has less knowledge and competence to put 
more effort into value creating activities. Today the largest outsourced part of the 
company is the logistics, including warehouse and distribution. The operation is 
outsourced to a partner so that resources within Company X can be focused on other 
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departments. The production of Company X’s own products is outsourced today as 
well. 

Company X has chosen to outsource the photo retouch department abroad partly due to 
cost efficiency but also “the lead time goes down with a half to a full working day. The 
photo team [in Europe] works until 8-9 pm and then uploads the photos. The team in 
Asia works with it over night and when the [European] team gets back to work in the 
morning it is retouched and done” Sam explains. These activities abroad shorten the 
entire process from the clothes being modeled and photographed to being available for 
the customers at the website. Another department, also located in Asia, is the 
international customer service. This service is mainly to provide its customers with 24 
hour customer service without having to pay extra for inconvenient hours in Europe.   

The partner running the warehouse should be a firm who can optimize the stock-
keeping and make sure that the purchased products reach the customers as fast as 
possible in accordance with the important aspect of lead time.  With Company X 
lacking experience from the area of fashion production, they have decided to outsource 
it since it “demands a lot of expertise to make it well. It demands hard work and the 
right contacts. It is possible that we take care of it ourselves in the future, but we are 
not ready for that today” Charlie explains. Company X also has partnerships in payment 
solutions. When the consumer pays for the product a number of payment options are 
available. When the customer chooses to pay with a payment solution other than credit 
card the payment service is provided by their partner.  

The process of choosing partners has been slightly random, Sam says. It has partly been 
based on personal contacts and recommendations which have led to partners that have 
been able to provide products and services with good quality at the right price. When 
partners have been chosen a criterion is a good reputation since the partners are, in some 
cases, the face towards the customer, representing Company X. The partners are 
professionals in areas where Company X lack the knowledge and include warehouse, 
photo retouch, customer service, delivery, payment and production.  

6.2.4	  FINANCIAL	  ASPECT	  	  
Transferring the value proposition into income is something that any firm must ensure 
functions properly. The assortment of products at Company X cover many price 
segments but Charlie says they would like to cover even more high-end products than 
today, in addition to the current line. All three interviewees are sure to point out that 
Company X is not and does not want to be a discount site where consumers come to buy 
products cheaper than in other online stores or brick-and-mortars. The focus is instead 
to make sure to provide a full range of fashionable and trendy brands and brands that 
are hard to find elsewhere, and use that as an incentive for consumers to surf on to their 
website. The price level is the same as for other retailers selling the same brands. The 
pricing of the products is fixed but Sam says the company has routines for “shelf 
warmers”, products that do not sell as expected, which means there “will be a price 
adjustment rather early on to get the product moving”.  

The Revenue model also includes additional income sources which lie outside the 
income stream directly linked to the Value proposition. At Company X this includes 
marketing and an outsourced invoice management. Brands are given the opportunity to 
be featured in campaigns and advertisements which gives a marketing income for 
Company X. The invoice management means Company X receives a portion of the 
invoice company’s incomes received on behalf of Company X’s sales.  
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The pricing strategy will be looking slightly different since the products will be 
delivered from Europe to China before Company X’s warehouse for has been setup 
locally. This will lead to increased costs for delivery but already the delivery cost is not 
fully covered by the shipping fee. Sam explains “we are today losing money on the 
delivery but we see it as marketing expenses. We are trying to indirect raise the product 
margin so that it is included in the price instead.” The products sold in China will likely 
have a higher price to cover the increased shipping costs. 

Distribution is one of Company X’s main cost items along with warehouse, purchase, 
distribution and marketing which is included in the Cost structure. Active cost control is 
something that both Charlie and Sam speak highly of; calling it “one of the mantras” of 
Company X. Together with lead time and quality, cost efficiency is “one of the three 
dimensions” the company focuses on. Charlie also mentions that each department 
actively go thought the cost items each month. The cost of products includes both 
buying products from agents around the world and production of the in-house brands. 
The warehouse is an outsourced cost where the costs are related to a number of issues: 
“renting a space for the warehouse, personnel to the warehouse [and] costs for each 
product sold”, Charlie explains.  

6.2.5	  IMPLEMENTATION	  &	  SUSTAINABILITY	  
Neither of the interviewees could recall any specific implementation methods for 
Company X. The only thing Charlie could think of is that each department has key 
performance indicators which the firm strives to achieve, and that it is up to each 
department to make sure the goals are reached. 

The risk of someone copying the business model and starting a similar competing 
business, Sustainability, is not something that worries the interviewees at Company X. 
The business model as such is not very hard to copy but both Jamie and Sam argue that 
one needs quite a lot of capital to buy and bind stock. This makes it almost necessary to 
have large investors involved in order to achieve the same level of business as Company 
X. The work behind reaching the current position and the time spent in the business 
means Company X has got a head start compared to some of its competitors. Sam says 
that they naturally “keep track of the competition and the developments within e-
commerce” but the main focus is on competing with themselves: “We have to 
constantly work to become better [...] otherwise you’re bound to be outrivaled.” Charlie 
explains that Company X concentrates on increasing their market shares in existing 
markets by focusing on improving their own activities.  

A measure for staying competitive is the constant growth to new markets. During the 
previous expansions in Europe each country has cost about 10 000 - 20 000 EUR. These 
expenses have not included marketing costs but solely costs for managing the website 
and finding new solutions for logistics, payments and some legal aspects for certain 
countries. For the China expansion Charlie says Company X is planning on investing 
about seven million EUR over the first three years. This is primarily money that will 
stay within the company as inventories and different kinds of assets.  
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Figure	  9:	  Overview	  of	  Company	  X	  existing	  business	  model	  

Figure 9 above shows the current business model of Company X as we have perceived 
it from the interviews conducted with representatives from the firm. It shows the 
segments of the business model (to the left), leading into the business model elements 
belonging to each segment (middle). To the right we have given a short summary of the 
elements’ characteristics at Company X. In chapter seven, Analysis & Discussion, we 
will show the business model as it ought to be after the influences of the new market.  

6.3	  EXPECTED	  CHANGE	  RELATED	  TO	  MARKET	  ENTRY 

The previous experience of new market for Company X entry has so far included 
entering European markets outside the home market. These markets have not proved 
very different from the home market and change in business model or strategy has, 
hence, not been very large. Discussing the topic with our interviewees at Company X, 
they agreed that the main differences between the home market and the rest of the 
European market was the website and customer service languages as well as campaigns 
and marketing which are adapted to fit the local market’s frame of reference to provide 
a local feeling.  

Charlie mentions the size of the market as one significant difference, where the 
European market as a whole holds much larger quantities of potential customers within 
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different segments and with different preferences. However, Charlie says the company 
does not change the products for these new markets. The concept has been successful so 
far with over half of sales today sent to the European markets outside the home market. 
The purchasers are located at the company headquarters and purchase products for the 
entire European market, Jamie explains. Sam mentions that a problem here is 
certification for some brands which make it impossible to sell them on certain markets, 
which naturally requires a change in the product line for that particular market. When 
Company X enters into China they find it necessary to set up an office in China to 
manage the operations on site. The office will partly be independent and there to serve 
the Asian market, but will also serve as a link between the headquarters in Europe and 
the actors and partners on the Asian market.  

All interviewees at Company X agree that the Chinese market is more likely to 
influence the organization and require larger changes than what has been necessary so 
far. Jamie believes it will, at some point, require them to “have people [buyers] who are 
active on that market [...] perhaps not necessarily the Chinese but at least the Asian 
one”. Charlie agrees that the Chinese market may need some product adjustment and 
that “the people working with China will choose the products that are high sellers” but 
also that the selection might include less high end brands. Some of the brands that 
Company X carries are already popular on the Chinese market and Sam tells us “the 
Asian cities are packed with these [brands’] stores”.  

When it comes to competition, Sam believes it will be a lot tougher on the Chinese 
market than it has been on the European one, and says that “it will be harder to reach 
top five in China”. He also mentions that there are already companies on the Chinese 
market with the same idea as Company X but that those still have a long way to go 
before they reach the same number of suppliers. The online payment systems are 
another complicated feature when entering China. Alexander explains that although it 
has become easier “for foreign companies, using cross-border payment is a headache”. 
Robin explains that foreign companies have to make use of any of the Chinese payment 
solution available on the market. The available options are many, “around 80 approved 
services exist on the Chinese market” today, Robin says. The combinations of solutions, 
language, currency, and e-commerce platforms just make it too complicated and 
Alexander recommends “a combination of PayPal and Alipay”. However, despite 
PayPal being permitted in theory on the Chinese market is still hard to use for Chinese 
consumers in practice, according to Robin, since Chinese banks are incompatible with 
the service.  For foreign companies trying to enter the Chinese market without using the 
existing Chinese channels for both payment methods and reaching the customers, the 
Chinese government will stop the companies, according to Robin. The government is 
keeping a stable currency by restricting cross boarder payments. Robin also mentions 
the option of UnionPay as an alternative, a Chinese version of Visa or Mastercard 
although the global services are beginning to be accepted as well.  

As can be understood from the information above, there are areas which employees of 
Company X and Alexander Garbu believe will influence change on the business model 
of Company X. In the next chapter we will analyze the empirical findings from this 
chapter together with the theoretical findings presented earlier to present our view of 
what adjustments are required.  
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CHAPTER	  7	  -‐	  ANALYSIS	  AND	  DISCUSSION	  

In this chapter we will analyze the results of the interviews in the light of the theoretical 
framework and the research context in order to make it possible to later draw 
conclusions to what adjustments occur in the business model due to entering a new 
market.  
 

7.1	  BUSINESS	  MODEL	  CHANGE	  

According to theory the change model suggests globalization will lead to business 
model adjustment but at the same time states that geographical expansion does not 
involve business model change (Linder & Cantrell, 2000, p. 11). The model suggests 
that when a firm only expands geographically the differences are not large enough to 
require a business model change. When the firm, on the other hand, makes the decision 
to take a new approach to the way business is conducted, by making a global reach, the 
business model elements will need adjustment (Linder & Cantrell, 2000, pp. 11-13). 
The model does, however, not elaborate on whether or not the focus of the geographical 
expansion matters, or if it presumes that a geographic expansion follows the rules of the 
Uppsala model (Johanson & Vahlne, 1990, pp. 11-13). Applying the Uppsala model to 
the case of Company X one could argue that the next culturally close market after 
Europe is the North American. If the change model by Linder & Cantrell (2000) does 
treat all markets the same we can assume that even entering a culturally different market 
like China would not require business model adjustment. If the model does, however, 
treat expansions outside the Uppsala model as a global reach rather than a geographical 
expansion it can be presumed that an expansion to a market like China requires change.  
According to Alexander Garbu (2012) the necessary changes when entering China 
depend on the company itself, its size and the industry it is in. This allows us to see that 
globalization does in fact imply business model adjustment when entering China.  

7.1.1	  PRODUCT	  
Consisting of the element Value proposition the product segment relates to the value a 
company provides to answer the customer wants and needs, and it is what differentiates 
the company from its competitors. Product mix, service, location, reputation and low 
price are areas where a company can differentiate itself from the competition. Timmers 
(1998, p. 5) and Laudon & Traver (2011, p. 80) discuss the opportunity of an e-
commerce firm to being able to carry large amounts of products. Having the possibility 
of offering its European customers several hundred brands is what Company X consider 
to be perhaps their biggest strength. The competitiveness of Company X thus lies in the 
large number of brands, the wide price range, and service. With a broad range of brands 
and different price levels Company X attracts a large segment of potential customers. 
Chinese consumers and consumers in other cultures who see shopping or trend 
browsing as a leisure activity to a larger extent may in fact benefit more from a large 
product mix. A large number of brands will likely be beneficial no matter the market, 
although the type of brands sold may be subject to adjustment. 

Consumer preferences in a market will influence the Value proposition of a firm. The 
consumers in China largely differ from consumers in other parts of the world. We 
understand that influences from western countries, in combination with increased 
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income levels, influence the Chinese purchasing behavior. Cultural traits are also 
influencing the behavior of Chinese consumers, compared to other cultures. In 
accordance with the revised Maslow’s hierarchy of needs of Asian behavior, an increase 
in income sparks an increase of willingness to spend money. Getting acceptance and 
gaining respect in the society is important for the general Chinese, a need that can be 
fulfilled with rising levels of income. This is a common trait for cultures with high score 
in Hofstede’s (2010, pp. 138-139) index over masculinity, where China does score 
higher than the North European cultures and Russia. It is achieved through the purchase 
of material things. Focus lies on gaining admiration from society by showing one’s 
status through upgrading product categories to luxury products (Bell, 2008, p. 82). The 
same would then be true for an expansion to the Unites States, another culture with a 
high focus on masculinity. Alexander Garbu, Ou Yang, Chelsea Li and Robin (2012) all 
emphasize the importance of brand recognition in China for items used in public, e.g. 
clothes and accessories and the importance of status and face in the Chinese society. 
Income increase does in fact lead to increased spending in the product categories 
delivered by Company X.  

This emphasis on brand and exclusivity discussed by Lu (2008, pp. 180; 186) as well as 
our experts Robin (2012), Yang (2012) and Alexander Garbu (2012) can be seen as 
contradictory considering the relatively low income levels of the average Chinese 
consumer. It is also easy to understand the thoughts from Company X to focus on the 
lower price segments for the expansion to China. It can, however, be a characteristic 
based on two of Hofstede’s dimensions of culture namely masculinity, as mentioned 
before, and long-term planning. The masculinity is reflected in the status the luxury 
product brings, whereas the long-term planning relates to the view on investments 
(Hofstede, 2010, pp. 163-164; 275). A luxury good is considered more of an investment 
since it is likely to be made from higher quality materials. In Northern Europe and the 
United States consumers are much more short-term oriented, which can be related to the 
wear and tear mentality for products. Many young Chinese who do not have the 
financial means to invest in luxury products may find the product mix of Company X 
valuable. The brand variety and different price segments can provide trendy clothes to 
these consumers as well, considering there are brands in the mix from the cheaper 
luxury segment. According a number of our interviewees, Alexander Garbu, Ou Yang 
and Chelsea Li (2012), as well as Qiu, (2011, p. 23) Chinese consumers prefer 
European luxury brands, while Chen & Vishwanath (2005, p. 21) argues that it is also 
important to include local Chinese brands in the product mix. 

Additionally, one must keep in mind that there are differences between consumers 
within China as well. Speaking about “consuming” and “surviving” China, consumer 
behavior is affected by people’s different levels of income (Alexander Garbu, 2012). 
The internal differences are also caused by changes in the mentality where the younger 
generations, the “one child generation” and the “e-generation” are significantly different 
from the older ones. Young Chinese are becoming more educated and are taking higher 
income jobs but they are also more spoiled by their parents and grandparents, often 
being the only family member of that generation. Hence, younger generations in China 
have increasing large sums to spend on consumer goods and have developed common 
traits such as high willingness to spend money, being more materialistic and trend 
focused. They care more about fashion and the image projected to the outside world, 
which makes them spend a lot more money on clothes and accessories (Lu, 2008, p. 14; 
Alexander Garbu, 2012; Ou Yang, 2012; Chelsea Li, 2012).  
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From the analysis of the empirical findings in the light of the theoretical sources we can 
see that the adjustments necessary in the Value proposition are influenced by culture. 
When a retail firm from a feminine culture enters a masculine culture, especially if it is 
also a collectivistic, the view of status in the market may influence the Value 
proposition. Since the Chinese are generally more concerned with status products such 
as luxury brands, it may be necessary to consider revising the products offered. Entering 
a long-term or a short-term oriented culture can also affect the way consumers purchase. 
China’s long-term focus on investments has likely influenced the behavior of saving 
money to invest in expensive quality products. However, to succeed one must of course 
also take into account the purchasing power of the consumers. Company X’s Value 
proposition should be kept quite as it is for the Chinese market, with the offering of 
brands in the lower price segments for customers with lower purchasing power, as well 
as the brands in the high-end segments which act more as status brands.   

7.1.2	  CUSTOMER	  INTERFACE	  
To focus the products and the marketing of a firm’s activities it is necessary to have a 
target customer or a specific demographic group. Osterwalder (2004, p. 60) and Afuah 
& Tucci (2003, p. 57) explain this as the group of consumers which are more likely to 
be attracted to the business. In the case of Company X the main focus lies on attracting 
young partying females. The company has identified this as a good target customer 
because it is the image of a person many people wish to be, and thus shop to become. 
The aimed target customer has not previously changed for Company X when entering 
new markets in terms that the assortment of goods has not changed but the age of the 
most frequent buyer has varied. The age span of Company X’s target group in China 
covers the generations born after the introduction of the one child policy. Although this 
means the number of people is decreasing, the interest in fashion and beauty products is 
increasing. It is also this age group which is currently the most frequent online 
shoppers, a trend that is likely to continue as the younger generations of Chinese, just as 
in the rest of the world, become more used to a technological life.  

Within the concept of target customer Afuah & Tucci (2003, p. 57) also include how the 
firm provides the Value proposition to the consumers, which for Company X means 
using the Internet as the platform of reaching and interacting with its customers. For all 
markets this means excluding the potential customers who are unable to shop over the 
Internet, people who are thus not included in the firm’s target customer. For those with 
well-developed skills in computers and Internet usage, the convenience of using e-
commerce will increase. The aspect of education and knowledge in technology will not 
affect the convenience of a brick-and-mortar firm where the convenience rather lies in 
location and opening hours (Afuah & Tucci, 2003, p. 54; Laudon & Traver, 2011, p. 
29).  

Convenience is introduced as an aspect in general consumer behavior theory, which 
argues that the purchase process focuses on convenience and risk. Depending on the 
demographic features of the consumer it will lead to different views on the benefits of 
the available purchase options (Bhatnagar et al., 2000, p. 100). Risk is perceived 
different depending on culture. According to Hofstede’s uncertainty avoidance index 
China has the lowest score of the cultures researched in this thesis, meaning the Chinese 
care less about potential risk than the other cultures. For this particular dimension the 
difference was not great between China with the lowest score and western cultures 
represented by Northern Europe and United States. Considering the cultures included in 
this research with the largest uncertainty avoidance are Latin America and Russia it is 
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difficult to really draw conclusions on the adaptation of e-commerce based on 
uncertainty avoidance. However, considering China is not very concerned with risk it 
should be a positive indication that consumption over the internet could increase as 
infrastructure, in terms of internet access and payment systems, improves and income 
levels increase. However, Pang et al., (2002, p. 194) argued that e-commerce has not 
previously grown as expected in China due to distrust in the system. Looking at western 
cultures with higher uncertainty avoidance to compare, e-commerce usage has reached 
fairly high levels, despite the distrust, as technology has evolved, and other analysts 
believe China will continue that trend (Walters et al., 2011).  

The tradeoff between the time it takes to purchase, the convenience, and the sense of 
security also relates to the next element of Customer interface, Relationships. 
Performing the activities of this element increases the chance of loyal customers who 
will return. More effort is needed for an e-commerce company to build relationships 
with its customers than for a brick-and-mortar firm since trust is largely affected by 
face-to-face interaction. It is thus important to ensure that consumers can rely on the 
function of the website, having the possibility of contacting customer service and 
knowing there is a trustworthy delivery system for the consumer to be able to build trust 
with the e-commerce firm (Salam et al, 2005, p. 77; Corbitt, 2003, pp. 203-204). The 
financial transaction risk is higher in online buying than in traditional brick-and-mortar 
transactions where both money and goods are exchanged at the same moment. Due to 
this higher risk and lack of trust in e-commerce, financial as well as the risk of goods 
not fulfilling the expectancy, Company X wants to project a secure feeling (Reynolds, 
2010, p. 112; Business Developer, 2012). The customer should be ensured financial 
safety in the transaction as well as good quality products and return policy, another area 
where communication plays a large part in transmitting these messages. Company X has 
developed a number of activities to make sure customers are happy, such as extensive 
customer service, information about the company and purchase information. Results of 
previous research have shown a higher income to indicate higher trust and larger 
amounts spent in e-commerce. Viewing this in the perspective of the incredible growth 
of the Chinese economy and income levels of its people, the trust levels of Chinese 
consumers should rise along with the income. 

Communication is another important factor in building lasting relationships. 
Ranganathan & Ganapathy (2002, p. 459) argued that design and information content 
were important in building trust with consumers. Lewis (2000) and Usunier & Roulin 
(2010) show how information must be handled differently in the Chinese business 
model compared with the Northern European counterpart. The website is an e-
commerce firm’s foremost tool of interacting with its customers, an important aspect of 
the Target customer, Relationship and Distribution channel elements. Western websites 
are generally simpler in layout, and are designed in accordance with the low-context 
communication culture (Usunier & Roulin, 2010, p. 192). The cluttered websites in 
China can thus perhaps be linked to the high-context communication style, although one 
of our experts argued that the main reason behind the large amounts of information was 
laziness among the Chinese internet users. This is, no matter the reason, an aspect that 
should be considered when entering China since it is important to have a design that is 
appealing and user friendly. For the European expansions this has not been an issue in 
any other way than changing the language of the website to match that of the specific 
country. Entering China, however, the possibility of changing the layout of the website 
to fit the richer web design of Chinese preferences should be kept in mind, although 
Chinese websites are becoming more westernized as well (Rau et al, 2007, p. 196; 
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Alexander Garbu, 2012). The target group of Company X is young Chinese, daily users 
of social media like Weibo.com and Renren.com, two websites which have a more 
western approach to the layout. The problem of layout may therefore not be a 
significant problem. A firm from a low-context culture entering a high-context market 
requires less change in website content and layout than a high-context firm entering a 
low-context market. Usunier & Roulin (2010, pp.190; 192; 222) also mentioned that a 
website from a non-English speaking country in a low-context culture would be easier 
for high-context interpreters, the Target customer, to understand. One still needs to 
consider the language and format when communicating with the customers in China, 
and keep in mind that a website adjusted for the Chinese market may not be directly 
applicable for other high-context markets, or the other way around.  

The high-context culture additionally affects communication between the firm and the 
customers through customer service. High-context and collectivistic cultures often value 
personal interaction and oral communication. E-commerce, lacking the natural face-to-
face interaction, thus depends on providing customers with customer service (Hofstede, 
2010, p. 112-117; Lewis, 2000b, p. 5; Usunier & Roulin, 2010, p. 195; Alexander 
Garbu, 2012). Customer service is important to consumers in all markets, according to 
our interviewees at Company X. Three of our experts, Alexander Garbu, Chelsea Li and 
Ou Yang claim it to be even more so in China, where consumers require real-time 
customer service, expecting to be helped right away, or the consumers may move on to 
other sites where this function is provided. Personal contact in regular shopping may not 
be as important to Chinese consumers because of the lack of trust and motivation as 
mentioned by Ou Yang and Robin (2012), but it is apparent that in an online 
environment well-functioning customer service is a necessity to ensure a firm’s success 
(Ou Yang; Alexander Garbu; Chelsea Li, 2012).	   Our other expert on China, Robin, 
argues that customer service is not an important feature in China, but the lack of end-
consumer experience in e-commerce may play a part there. The statement that foreign 
brands in China are putting larger emphasis on the customer service can also indicate 
that Chinese consumers are getting more used to this type of service and it is hardly a 
negative feature. The real-time customer service is also a necessity for an e-commerce 
company to be able to have a bargaining function, a highly valued part of the Chinese 
shopping experience. Although reactive cultures and multi-active cultures value face-to-
face communication and oral communication higher than linear-active cultures, 
respectively, we can see that customer service is valued by linear-active cultures too. In 
the Northern European culture, whose markets are closely surrounding the linear active 
corner of the Lewis model, Company X has observed the need for quick answer time, 
down to 15 minutes, in certain markets. Apart from the fact that the Chinese consumers 
prefer to be able to converse with customer service as compensation to the lack of face-
to-face interaction, the cultural influences on preferences concerning answer time does 
not appear to be very large. It could be presumed that Company X’s adjustment in the 
relationship element will be smaller due to the already short answer times in existing 
markets (Business developer, 2012).	  

Relationship does not only include retaining the existing customers but includes the way 
a firm attracts new customers. The Internet is used by Company X for marketing 
activities on the current markets to reach new consumers, and the company’s business 
developer projects they will continue so for the Chinese market as well. The advantage 
lies in consumers easily having the possibility of accessing the products marketed by 
going straight to the e-commerce website. Similarly, consumer reviews and forums 
online will easily lead potential consumers to proceed to the website of an e-commerce 
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company after reading a positive review. This function of the Internet is used as the 
most reliable source of product information and should be an advantage to e-commerce 
companies (Atsmon et al., 2010, p. 27). The premier channel Company X uses to 
communicate with customers, beside their own website, is Facebook.com. 
Facebook.com, Twitter.com and Youtube.com are examples of websites that are today 
not available to the Chinese Internet users and can therefore not be used by Company X 
to promote competitions and campaigns in China. With knowledge of the Chinese 
equivalents this should not be a problem to Company X. In fact it may be a benefit 
considering the high usage of these websites among Chinese youngsters and the power 
these sites possess if used right. This is something specific to the Chinese market and 
independent of cultural traits. For other markets, it will not pose as a problem, assuming 
that Facebook.com and the other online channels keep their position and continue to be 
largely used by the markets’ younger generations. Company X already has experience 
from B2T and feels it is one of the best ways to reach new customers in existing 
markets. It is a very popular way of shopping in China, and is definitely a way for a 
company like Company X to attract customers during the coming expansion.  

The Distribution channel is the way a firm fulfills its Value proposition to the Target 
customer, considering what products to sell, at what price, in the right time and at the 
quantity requested by the consumers. Customers put high value in a firm’s service, 
including customer service function, pricing and good lead time/fast delivery, according 
to Osterwalder (2004, p. 63). The price segmentation is thus one important part of 
Company X’s distribution channel, and linked to the Cost structure. With a varied 
product mix within different price levels the company can, as mentioned before, provide 
target customers with different financial backgrounds can purchase new trendy clothes 
and accessories. Lead time is the most important aspect in e-commerce in general, and 
thus also on the European markets, to ensure satisfied customers, according to Company 
X. Planning to ship the goods from the warehouse in Northern Europe to the Chinese 
market at the initial stage of the launch in China will no doubt affect the delivery time to 
Chinese consumers. Currently Chinese consumers are used to 1-4 days delivery 
depending on where in the country they are located and it is hard to predict how the 
longer lead time will affect sales in China (Alexander Garbu, 2012). Once an additional 
warehouse has been built in Asia, as planned, lead times are likely to decrease. 
Company X’s work of ensuring quantities, which is largely based on previous sales of 
similar products, brands and price segments, may be slightly affected by the coming 
expansion. Missing firsthand knowledge on what products will be popular in China can 
pose a risk until adequate history is available. Having large faith in the knowledgeable 
buyers at Company X it does not appear to be considered a large problem at the 
moment. The distribution channel is not affected by cultural influences other than the 
need to consider what lead time is accepted by the consumers. With Company X already 
having focus on short lead time it is not an element which requires revision.  

To summarize the Customer Interface we can thus see that the elements affected by new 
market entry are foremost Target customer and Relationship. The target customer is 
affected by the preferences of the consumers and what image people try to project to 
society, something that we can see is affected by the culture’s view on masculinity and 
long-term planning, and closely linked to the Value proposition. However, as long as a 
firm sees a demand for the products sold or the image provided by the company the 
target customer exists. Relationship is influenced the most by cultural factors. For a firm 
entering a new market the dimensions of individualism and uncertainty avoidance 
should be considered. The collectivistic and high-context culture may affect the 
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communication between the firm and the customer, and influence the website for an e-
commerce firm. Additionally, trust and uncertainty avoidance play a large role, 
especially for e-commerce, in building stable and loyal relationships with customers.  

7.1.3	  INFRASTRUCTURE	  MANAGEMENT	  
The Infrastructure management covers competences, activities and partners necessary 
for Company X to bring the values stated in the value proposition to the target 
customers. The capabilities or knowledge required for Company X to deliver the value 
to its customers builds extensively on the main value proposition of the company: offer 
fashionable clothes, fast delivery and customer service available at all times. It is the 
capabilities within the organization that in the end make these activities work properly, 
although the capabilities do not necessarily have to be conducted in-house. Marketing is 
one of the activities Company X complement themselves to being good at, along with 
fashion. It is therefore an area which Company X has decided not to outsource. 
Focusing on what they are truly good at, Company X can make sure the site is 
exceptionally good in the areas of fashion and marketing. By hiring the best within 
those areas, and outsource support functions the organization becomes more cohesive.  

For the Chinese expansion large parts of the operations will be conducted locally in 
China or potentially from some other place in Asia. The importance of having 
operations run from China lies in completely understanding the market, where local 
presence and personnel play a large part. A risk of leaving the Chinese operations in the 
hands of local employees is the potential loss of existing knowledge (Capabilities) as 
well as the values within the company. Despite this, it will be necessary to have a 
purchasing team with understanding of the preferences of the Asian market and its 
customers, which with the younger trend conscious customers now to a growing extent 
prefer foreign brands. It is a key to success to have the local knowledge of the market 
and the consumers which can be provided by having operations run from a local office 
(Ou Yang, 2012). Hence, for any given market, it is necessary to somehow acquire 
capabilities to understand the new market.  

The capabilities of a firm are closely linked to the Partnerships since the functions not 
performed in-house are outsourced to partners. These partnerships are with companies 
with good reputation who help bringing value to the customers. Certain partnerships 
have been selected rather randomly because of personal contacts or recommendations, 
other partners have been chosen because they are the best at providing certain services 
in a specific market, e.g. the shipping alternatives (Business developer, 2012). For the 
European market there are also a number of Partnerships which have been built over 
the years, and which play a large part in the functioning of the value chain, a part of the 
Value configuration. These partnerships, the building and maintaining of them are the 
value network, the intermediaries who are necessary for the firm to function and are 
dealing with areas which the company itself is not an expert in.  

For Company X it is activities outside their special knowledge in fashion and 
marketing. Partnerships have also been chosen due to the financial benefits of 
outsourcing activities to others who do it better or to places where costs generally are 
lower. When it comes to the outsourced photo retouch and customer service the benefit 
lies foremost in the financial aspect. It has allowed Company X to reduce costs in 
customer service to have European night time customer service, and the lead time for 
getting the products have been greatly reduced by having photo retouch work over 
night, European time, both being located in Asia (Business Developer, 2012).   
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The production of the in-house brands is also outsourced since Company X does not 
have the knowledge of production of retail. This capability is something which 
Company X sees as a part which might be include in the in-house capabilities later if the 
company gains more financial power and an increased knowledge in the area. It would 
be a natural step considering the design of the products is one of the in-house activities 
today. The production partnerships will though not change due to the expansion to 
China since the production of the brands will not disappear or be influenced by the 
Chinese consumers. Independent of the brands success in China they will continue to be 
sold on the European market.  

Other partnerships will be necessary to develop with an expansion to China, just as they 
have been when entering new markets previously, payment systems is one, distribution 
another. Unless the payment system used is universal, it is certainly an aspect to 
consider. For China the payment systems are many and complex for a foreign company. 
The service used must not only be compatible with the Chinese banks but also approved 
by the government. It is complicated to conduct e-commerce with a currency exchange 
because of all the combinations that exist (Alexander Garbu, 2012) and the 
government’s currency restriction, which limits the options even further (Chinese expert 
2, 2012). Many of the systems Company X use today for payment is not available in 
China which complicates matters. Instead it is necessary include new partners like 
Alipay and PayPal, the latter which is a well-known worldwide payment provider which 
can be an option for foreigners living in China, but is not used by Company X today. 
Having a well-functioning payment system is closely linked to the trust building 
between the consumers and the firm. The perceived financial risk will increase if the 
payment provider fails to deliver a reliable feel to the potential consumer, and will 
affect the relationship and the loyalty of the customer.  

The value chain of Company X, another part of the Value configuration, for the 
European market has been developed during the gradual expansion to the markets 
closest to the home market and then to the rest of the European market. The logistics, 
sales, marketing, services and operations are run from the same office and warehouse 
which is serving the entire market. The value shop, also a part of the element, concerns 
the wants and needs of the target customer, which Company X keeps track of by 
analyzing the purchases of the customers. This will take some time to gather for the 
Chinese market, since too little data will be available until a certain amount of people 
have purchased from the website. Here the survey sent to all customers after a purchase 
plays an important role. It provides the company with a view of how well the process 
and the product fulfilled the expectations and preferences of the customer.  

7.1.4	  FINANCIAL	  ASPECTS	  
Selling the right products according to the value proposition and ensuring the service 
required by the customers is insignificant if the pricing is wrong. In the case of incorrect 
pricing the firm will fail to attract customers no matter how well the rest of the business 
model functions (Afuah & Tucci, 2003, p. 58). One aspect of the pricing strategy, a part 
of the Revenue model, of Company X has been touched upon a number of times 
already: the different price segments. It allows Company X to focus on a number of 
target customers with similar fashion consciousness but with different financial 
capabilities. This approach is likely to continue to be a successful one considering the 
desire for high-end products of Chinese consumers without, in some cases, having the 
finances to purchase it.  
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Company X does make money today on activities besides selling their products by 
offering space in their advertisements as well as provision on payments customers 
choose to split and pay over a longer period. These sources of income can come to 
change for the Chinese market if Company X does not have the same amount of 
television commercials in China as in Europe. The possibility of featuring 
advertisement on the Internet remains, however, and with that the possibility of getting 
marketing revenues. For China other payment systems will be available which may not 
include the same possibilities of revenues from invoices.   

The shipping cost may affect the pricing of Company X’s products in China until a 
warehouse has been set up in the region. To stay profitable Company X is required to 
either increase the prices of the products or increase the shipping fee (Business 
developer, 2012). Considering the Chinese culture of bargaining the shipping fee is an 
easy feature for the bargaining process, in which case the problem of shipping for 
Company X remains. This may also be a factor that affects the pricing in other ways. It 
can allow Company X to increase original prices. The bargaining function, if 
implemented, will affect the Cost structure of the firm as well. This demand from the 
Chinese consumers is closely linked to the need for real-time customer service which 
was discussed above. To meet the demand for the two functions there will be a larger 
need for people working in customer service, leading to a relatively higher customer 
service cost.  

The costs of Company X will naturally increase with an expansion to China, just as 
previous expansions have included investments and growing operations. Considering 
the strong focus on cost efficiency that impregnates the organization of Company X 
increasing costs ought not to cause problems. Moreover, it does not appear that the 
structure of the costs or the cost items will change significantly. As it is today, the 
largest costs for the firm are the warehouse, including stock, personnel and distribution, 
as well as marketing, none of which will dramatically change with an expansion to 
China. The costs of personnel and distribution is what will probably increase the most 
during the initial sales on the Chinese market due to the shipping costs from Europe and 
the set up of a new office in China or Asia.  
 
Companies entering a new market can expect the Revenue model and Cost structure to 
be influenced by adjustments in other elements of the business model: mainly the 
Distribution channel, the Value configuration, Partnerships. The incomes from other 
revenue sources are likely to be influenced in a new market before partnerships and 
contacts have been built. For an entry to the Chinese market it is otherwise the function 
of bargaining, if implemented, which will influence the cost and revenue sources the 
most. 

7.1.5	  IMPLEMENTATION	  AND	  SUSTAINABILITY	  
Company X expects hard competition on the Chinese market. They do not compete on 
the basis of price in their current markets and will not do so in China. Instead they focus 
on Sustainability through a broad product line which covers different price segments 
and contains a wide variety of brands, which according to Laudon & Traver (2011, p. 
85), is one way for an e-tailer to differentiate itself from the competition and succeed on 
the e-commerce market. Being fully aware of the uninhibited copying on the Chinese 
market the operations team at Company X knows the risks of entering the market and is 
certain of having the business model copied. To avoid losing customers to firms 
copying the business model it is important for a company to constantly keep track of the 
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consumer preferences in brands and style as well as gain loyal customers through well 
functioning customer service and trust.  

Up until now the organization of Company X, for the entire European market, has been 
run from the headquarters and there has only been a single warehouse of products. 
Considering this it is understandable that Company X has not felt the need to introduce 
formal frameworks for Implementation. However, with the coming expansion to China 
Company X will suddenly have a second office and eventually also a second 
warehouse. With these it may not be as easy to keep track of the activities and 
operations of the firm. Hence, it may be time for Company X to consider the 
Implementation element. A new organization in new locations will require more to 
ensure the firm works cohesively and towards the same goals.  
 

7.2	  INTERRELATION	  &	  INDIRECT	  ADJUSTEMENTS	  

Throughout the previous analysis of the business model segments we have stated the 
relations between elements we have found during the research of this thesis. The 
analysis of the interrelation of the business model elements will also be conducted using 
the scheme in the Theoretical framework based on Osterwalder (2004) and the answers 
received from the interviews with Company X and the way they view the business 
model. 

The first two elements, Value proposition and Distribution channel, are indirectly 
affected by their relation to Target customer. As customer preferences change, it affects 
the Value proposition through the product mix of the firm offered to the consumers. The 
service offered as a part of the Value proposition also requires adjustments to fulfill the 
expectations of the consumers. The price and quantity of the right products as well as 
the delivery lead time are influenced by the preferences of the customers.  

The Value configuration and the Cost structure are instead dependent on their 
influencing elements. Affected by change in Partnerships and Capabilities, a business 
model’s Value configuration will change. The value network is closely linked to the 
changing Partnerships whereas the value shop relates to the knowledge of the market 
and its consumers, Capabilities.  

Previously in the analysis we argued that the Cost structure was dependent on all 
elements in the business model. Hence, it is affected by the elements that are directly 
changing due to a new market entry: Target customer, Relationships, Partnerships and 
Capabilities. The preferences of the target customer on products and interaction through 
the website, the communication in building and maintaining relationships with the 
customers will require changes in the amount of money spent on these activities. 
Potentially adjusting the communication channels to fit the communication-context 
culture of the market, as Company X may need to do for the high-context culture of 
China, may cause the expansion to be costlier than expansions to more similar markets.   

From Osterwalder (2004) we found that all elements except the Cost structure were 
either related to or dependent on the Value configuration. An addition to Osterwalder’s 
model is that all elements are also related to the Cost structure, since all activities of a 
firm involves costs. The Cost structure is also affected by the new market entry only 
through other elements. We can see that the largest influences of the new market are on 
Target customer and Relationships, which both in turn affect the Value proposition. We 
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have also concluded that Value configuration, Capabilities, and Partnerships are 
closely related to one another. For these elements Osterwalder (2004, pp. 80; 83) states 
that Capability only is dependent on Value configuration, which in turn is related to the 
Partnerships. However, we have found that Capability is related to Partnerships since a 
firm can outsource capabilities to partners. 
 

 

Figure	  10:	  Adjusted	  business	  model	  of	  Company	  X	  
 

7.3	  SUMMARY	  

Depending on the market different factors is bound to influence the business model. In 
the analysis above we have tried to take both market specific factors in to consideration 
as well as cultural traits that may affect markets in a more general sense. The largest 
changes that occur are the preferences, and way and view of shopping of the Chinese 
consumer, which depends on both market specific characteristics such as large income 
increases, but also occurs due to the collectivistic and masculine influences on status 
objects. The other main adjustment to consider is that of communication context and its 
affect on the relationship building between firm and consumers. The high-context 
reactive communication and the collectivistic society, meaning Chinese consumers 
prefer face-to-face interaction, influence consumers into requiring real-time customer 
service in their online shopping experience. Partnerships and Capabilities are influenced 
on a more organizational level within the firm and are not specifically linked to the 
characteristics of the market. Rather they are bound to change in approximately the 
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same way no matter the market entered although the change may be larger the further 
away from previous markets the new market is located.  

To summarize the interrelation and indirect change we can say that changes in 
consumer behavior influencing Target customer affects the Value proposition, 
Distribution channel and Cost structure. The requirement of finding new local 
partnerships for the Chinese market will indirectly influence the Cost structure and the 
Value configuration. The need for knowledge of the new consumer preferences and 
market will require the firm to acquire new Capabilities, either in terms of recruiting 
knowledgeable employees or through further partnerships. Finally, the Relationships 
with the customers affect the Cost structure because of the need for more interaction 
with customers and new marketing strategies. Additionally, the Capabilities are closely 
intertwined with the Partnerships, since the Capabilities not managed by the firm itself 
are outsourced to the partners of the firm.  
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CHAPTER	  8	  -‐	  CONCLUSION	  
This chapter concludes the analysis and states the answer to the research questions as 
well as describes the contributions that have been made to academic research and 
suggestions for future research.  
 

8.1	  CONCLUSION	  

When entering a new market it is often necessary to adjust certain parts of one’s 
business model. This was something E-bay.com failed to do when entering China in 
2004 and in the end led to their defeat. In this thesis we have looked at another e-
commerce company about to enter the Chinese market to see how, foremost, culture but 
also country specific characteristics, communication and regulations affect the way 
business must be conducted in order to answer our research question: What business 
model adjustments may occur in the event of a new market entry and how will the 
possible changes affect the elements of the business model?  

• When entering a new market the Target customer is bound to change. Since the 
customer is highly affected by the market’s culture consumer behavior differs. The 
targeted consumer will likely be the same on any market as long as there is a 
demand for the type of products the firm offers. However, the purchasing behavior 
looks different depending on the channels consumers use when finding trends, the 
size of each of their purchases, preferred product features, and the type of products 
money is mainly spent on. These are things that will differ between markets and 
which are influenced by the individualism, long-term planning and masculinity of 
the market.  

• The building and maintaining of Relationships with customers is foremost 
dependent on factors of communication. Communication is also largely affected by 
the different cultural dimensions. How a culture values oral communication and 
face-to-face contact influences the way a firm needs to project messages, and may 
inflict adjustment on the functioning of the customer service to make it more 
interactive. These aspects are necessary to take into consideration for customers to 
trust the firm and for the firm to be able to build stable, loyal relationships with the 
customers.  

• The communication through websites for an e-commerce firm can be affected by 
the high- or low-context communication style of a culture. To build Relationships 
and gain loyal customers it is necessary to have a website that appeals to the local 
customer.  

• Another element which will directly change due to new market entry is the 
Partnerships. Entering any market, a firm must build new partnerships in order to 
e.g. have functioning payment systems, delivery systems, and if the firm does not 
itself have the capabilities of the new market a partnership could be a solution. 
Most core Capabilities will remain the same, with the exception of the mentioned 
knowledge of the new market.  

• Indirect change will be inflicted on the Value configuration, Distribution channel 
and Cost structure from the potential adjustments in the previously mentioned 
elements.  
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• Additional interrelation has been found between: Cost structure and all other 
elements, on which it depends as well as discovered a relationship between the 
Capabilities and Partnerships of a firm.  

 

8.2	  CONTRIBUTIONS	  &	  FUTURE	  RESEARCH	  

The thesis brings forward a clear view on what effect outside factors have on the 
business model as a firm enters into a new market. The main aspects that have been 
taken into consideration for firms in general are the influence of cultural matters on the 
business model. This can be used by managers, contemplating a new market entry, to 
get an idea of what influences a business model and what adjustments may occur. For 
our studied company, Company X, and their expansion to the Chinese market we have 
also looked at specific factors on this market that may influence the business model. We 
have brought further academic understanding on how new market entry can affect a 
business model and its different segments. It also brings further clarification to how the 
business model segments are intertwined and thus what effect each business model 
segment have on the other segments.  

The research for this thesis is based on a single case in the online fashion retailing 
industry on the Chinese market. The effect of other emerging e-commerce markets on a 
similar company would provide a fuller picture on whether or not general conclusions 
can be drawn for entering an emerging market with an e-business model. In this thesis 
we have, due to time limitations, only had the possibility of deeply researching one 
expansion within Company X, hence not being able to see how this expansion differs 
from expansions to other markets. To gain a fuller picture of the situation we suggest 
further research to include: 

• How culture influences the business model by looking deeper into more cultures by 
e.g. follow a company entering several different markets to see if outside factors 
like culture and geographical distances provoke change and if these different types 
of factors contribute to change in different parts of the world.  

• More cases within the same industry to see if the same changes are probable for 
other companies as well.  

• Cases from other industries to see if the adjustments are similar in other types of 
businesses as well.  
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APPENDIX	  I	  –	  INTERVIEW	  GUIDE	  COMPANY	  X	  (1)	  
Interview guide for the first interview with the Business Developer aimed to provide us with 
an initial knowledge and understanding of Company X’s operations. Some questions were 
based on previous e-mail contact.  

Introduction	  questions	  
• Name, position, time at Company X and responsibilities.  
• Confidentiality and the possibility of including others in the search for information on 

China.  

Business	  Model	  –	  Initial	  overview	  
• What can you tell us about the business model of Company X? What makes it unique? 

Which elements are included? Which are the most important/sacred elements?  
• Target customer? 
• Location of wholesalers and production sites.  
• Outsourced activities.  
• Other revenue streams than the core business.  
• Cost structure – Cost driven or Value driven? 
• What are the main costs? 

Earlier	  expansions	  –	  Europe	  
• Strategies behind earlier expansions and the reasoning behind the decisions? 
• Why China and not some geographically and/or culturally closer market? Why now?  
• Are you content with the result of the European expansions? Would you do something 

differently? 
• What is included in the 10 000- 20 000 EUR spent per expansion country? 
• What is the China expansion expected to cost?  
• Have you had any help from consultants in the earlier expansions?   

Expansion	  China	  
• What are the expected time frames for the different parts of the launch process?  
• Are you looking at any other Asian markets?  
• Solutions for payment- and delivery systems in China? 
• What is the expected delivery time for Chinese customers?  
• Shipping costs and price levels for China? 
• Change brand mix? 
• Will the target customer change? 

China,	  knowledge	  in	  general	  
• Will you change the appearance/layout of website? 
• What do you know about Chinese preferences? 

Closing	  
• Is there anything you would like to add that you feel we have left out? 

 
	   	  



APPENDIX	  II	  –	  INTERVIEW	  GUIDE	  COMPANY	  X	  (2)	  
This interview guide was used for conducting interviews with all three respondents at 
Company X and aimed at gaining a deeper understanding for the firm’s business model, 
previous expansions and expectations for the coming expansion. Certain questions overlap 
with the previous interview with Company X’s business developer.  

Introductory	  questions	  	  
• Name, position, time at Company X and responsibilities.  
• Involvement in the China expansion.  

We will base the coming questioning on a model, going through the different parts of a 
business model to be able to create a picture of the current business model of Company X. 
For all questions below we would also like to know if there are any differences between the 
current European markets.  

Product	  –	  Value	  proposition	  
• What differentiates Company X from its competitors? What is unique? 	  
• What value does Company X bring to customers?	  

Customer	  Interface	  –	  Target	  customer,	  Distribution	  channel	  &	  Relationship	  
• What target customer is product and marketing aimed at?  
• What channels are used to reach the consumers, sales and marketing?	  
• What is done to ensure customers satisfaction with pricing, delivery, products etc.?  
• How do you determine what quantities to purchase?  
• Do you have strategies to ensure customer return? What are they? 
• How are new customers attracted? 

Infrastructure	  management	  –	  Value	  configuration,	  Capability	  &	  Parnership	  
• What do you to actively stay updated on what products consumers demand and request? 
• What knowledge exists within the company and what activities are conducted in-house? 

What other activities are outsourced? 
• Who are your current partners and what do they contribute with?  

Financial	  aspect	  –	  Revenue	  model	  &	  Cost	  structure	  
• Are there other income streams than the core business? 
• What pricing strategy is used? 
• What are the main costs?  
• Is Company X cost driven or value driven?  

Implementation	  &	  Sustainability	  
• How is activity performance ensured? Are there frameworks for implementation? 
• How do you work to maintain Company X’s position on the market? 
• How do you ensure the business model is not copied? 

Expansion	  
• What are the largest changes which have occurred in previous market entries? 
• What do you believe will change when Company X enters China?  

	   	  



APPENDIX	  III	  –	  INTERVIEW	  GUIDE	  CHINA	  EXPERTS	  	  
Vi läser sista åter på internationella civilekonomprogrammet vid Umeå Universitet och 
skriver nu vårt examensarbete. Ämnet berör affärsmodellsförändring vid expansion till den 
kinesiska marknaden med fokus på e-handel. Vi önskar intervjua Dig för att få en djupare 
inblick i hur den kinesiska marknaden fungerar och vad ett företag kan förvänta sig.  

Vi skriver vår uppsats på engelska och skulle därför uppskatta om du hade möjlighet att svara 
på våra frågor på just engelska. Om du anser att du inte kan svara på någon fråga av 
professionella skäl eller av den enkla anledningen att du inte är insatt i ämnet, vänligen ange 
det. Om det finns annat som du anser är viktigt som vi har missat i frågeställningarna så ser vi 
gärna att du berättar om de områdena.  

Hälsningar 
Hanna Byhlin & Emma Holm 

Introductory	  questions	  
• Your name, company, position, time at current position and previous positions (if 

applicable and relevant to the subject) 
• What is you experience from the Chinese market? How long have you been 

living/working in China? How long have you been working towards the Chinese market? 
• What are your work tasks today? What services does your company provide at large? 
• Do you have any expertise within a specific field? 
• Do you have experience from working with e-commerce/e-business, in general and/or in 

China specifically? 
• Do you have experience of the Chinese retail market? 

Expansion	  to	  China	  
• What is the “normal” process of expansion to China?  
• What are the different steps and what should be kept in mind? 

Consumer	  behavior	  
• What do you know about Chinese consumer behavior? What do you know about Chinese 

online consumer behavior? How does it differ from European consumer behavior? 
• What do Chinese consumers value in the process of choosing products? 
• What adjustments are common for a company entering China to attract customers? 
• How does income levels and consumer behavior differ between regions and classes in 

China? 
• How does consumer behavior change when income increases for Chinese consumers? 

Compared to Europeans? 
• How important is personal contact for Chinese consumers when shopping?  
• Does the lack of personal contact have a negative impact on e-commerce?  
• How do Chinese consumers view customer service functions? How important is it? How 

should it be executed? 

E-‐commerce	  in	  China	  
• What are the biggest players on the Chinese e-market today?  
• What can you tell us about Chinese online payment solutions? 
• Do you believe China’s regulated Internet can affect online retail?  



APPENDIX	  IV	  –	  FOLLOW-‐UP	  ALEXANDER	  GARBU	  
These questions were sent to Alexander Garbu as a follow-up to the answers received from 
the first interview guide due to the fact that the interview was conducted over e-mail.  

• How can the entry process to China be described when it comes to e-commerce and retail 
specifically? 

• What can you say about young Chinese consumer behavior online? What is the difference 
between urban and rural areas? 

• What is important when Chinese customers choose fashion products? 
• What adjustments are necessary to attract Chinese customers in the B2C fashion 

industry? 
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