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Regarding non-equity small- to medium-sized enterprises, it is especially essential to

possess the necessary resources and capabilities to internationalize activities to a for-

eign market. The purpose of this thesis is to test the applicability and capability of

International Business (IB) and marketing against a non-equity, web-based born global

company as an untraditional method for startups to bypass traditional modes of inter-

nationalization by leveraging on the capabilities of a local network in the host country.

Design/methodology/approach

This thesis is a thought experiment written from the perspective of a case study of

HyggeHerbs’—a fictitious Danish non-equity startup—experience of linking up with a

wholesale supplier in China. The analysis examines this interaction through the theo-

retical lens of international business and marketing theories.

Findings

The result is a critique of mainstream international business theories via the identifica-

tion of gaps in the theoretical framework to explain what is being analyzed, as well as

suggestions for future research.

Originality/Value

This thesis provides a critique of IB literature by evaluating the analytical and explana-

tory capability of conventional IB theories when applied to the dropshipping type of

business model within the context of a non-equity startup embarking on international

business between Denmark and China.
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1 INTRODUCTION  
Within the discipline of international business (IB), a number of well-established and mainstream frame-

works exist to help explain the process a firm goes through as it internationalizes (Johanson and Vahlne, 

1977; Dunning, 2001). These frameworks are commonly used in combination with others that focus on 

internal and external factors which impact firm strategy and performance, such as the institutional condi-

tions of the host market (Williamson, 1979; North, 1992), the industry forces (Porter, 1979), the firm’s 

resources and capabilities (Barney, 1991), and the choice of entry mode (Williamson, 1979; Dunning, 2001). 

Such frameworks are useful in explaining how heterogeneous firms compete in an international context. 

However, over the past three decades, there has been a growing amount of businesses leveraging digital 

means to bypass the traditional stages of internationalization (Madsen and Servais, 1997). These types of 

firm are typically referred to as born global. Knight and Cavusgil (2004) define born global firms as “busi-

ness organizations that, from or near their founding, seek superior international business performance from 

the application of knowledge-based resources to the sale of outputs in multiple countries” (Knight and 

Cavusgil, 2004, p. 124). 

 

These days, technology and innovative new business models are expanding the limit of what a web-based 

born global firm is capable of doing and what conventional IB theory is capable of explaining. One such 

type of business model is the dropshipping model, which has begun to popularize among non-equity com-

panies and startups. In essence, the dropshipping model is a retail fulfillment method that allows the drop-

shipping company to act as an intermediary between a supplier and a customer, often in different geographic 

market (Shopify.com, no date). In doing so, the dropshipping company facilitates a transaction via their 

web shop platform without needing to own any product inventory or logistical capabilities.  

 

This thesis takes its point of departure in a thought experiment of a case study of HyggeHerbs, a fictitious 

dropshipping startup within the home hydroponic garden industry, who is seeking to engage in international 

business between China and Denmark. The body of the thesis will analyze the case study company through 

the theoretical lens of IB and marketing theories to determine the firm’s capability of internationalizing. In 

doing so, this thesis tests the explanatory power of conventional IB and marketing theories when applied 

to a dropshipping company in this context and identifies where the outer limits of the theory lie and propose 

supplementary theory to fill in the gaps. 
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This thesis seeks to provide a critique of IB literature by evaluating the analytical and explanatory capability 

of conventional IB theories when applied to the dropshipping type of business model within the context of 

a non-equity startup embarking on international business between Denmark and China. To test this, I pro-

pose the following research hypothesis to be the focus of this thesis. 

 

1.1 RESEARCH HYPOTHESIS 

In order to operationalize this thesis’ thought experiment, the following main research hypothesis is pro-

posed: 

Main hypothesis: Conventional international business and marketing theories are not capable of 

explaining how a dropshipping company, such as HyggeHerbs, is capable of undertaking interna-

tional business in China and creates its competitive advantage. 

 

To help answer the main research hypothesis, I propose several sub-hypotheses that allow for a top-down 

application of specific IB and marketing theories to targeted business areas of HyggeHerbs. The first sub-

hypothesis seeks to understand if the institutional framework in China provides a favorable business envi-

ronment for a company like HyggeHerbs to engage in international business. Thus, I pose the following 

sub-hypothesis:  

Sub-hypothesis 1: The presence of institutional voids in China impacts HyggeHerbs by increas-

ing the firm’s liability of foreignness and transaction cost when operating in the market alone. 

 

The second sub-hypothesis seeks to understand how the industry conditions impact the attractiveness of 

the Danish home hydroponic industry for HyggeHerbs. Thus, the second sub-hypothesis is as follows: 

Sub-hypothesis 2: The competitive environment in the Danish home hydroponic garden industry 

makes it an attractive market for HyggeHerbs to enter. 

 

The third sub-hypothesis seeks to understand if HyggeHerbs has any firm specific resources and capabili-

ties that would allow it to internationalize to the Chinese market. 

Sub-hypothesis 3: HyggeHerbs is capable of benefitting from locational advantages despite not 

having an ownership advantage that it can transfer to the Chinese market.   

 

The fourth sub-hypothesis seeks to understand how HyggeHerbs’ top competitor is marketing their prod-

uct in the Danish market and if there is a strategic position that would give HyggeHerbs a competitive 

edge in the market. Thus, I pose the fourth sub-hypothesis as follows:  
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Sub-hypothesis 4: HyggeHerbs is capable of establishing a competitive position in the Danish 

home hydroponic garden market. 

 

Having outline the main and sub research hypotheses, the following section outlines this thesis’ research 

plan. 

2 RESEARCH PLAN 

Saunders (2009) defines methodology as “the theory of how research should be undertaken,” and methods 

as “techniques and procedures used to obtain and analyze data” (Saunders, Lewis and Thornhill, 2009, p. 

3). Borrowing on this definition, this section outlines this thesis’ methodological choices in regard to the 

design of research processes and procedures. The following subsections will include the various stages that 

this thesis’ research encompasses. The progression of the different stages follows Saunders’ et al. (2016) 

Research Onion Model, which provides a top-down approach that starts with the research philosophy.  

 
FIGURE 1. THE RESEARCH ONION (SAUNDERS, LEWIS AND THORNHILL, 2016) 

 

2.1 RESEARCH PHILOSOPHY  

Research philosophy pertains to the development of knowledge and the nature of that knowledge (Saunders, 

Lewis and Thornhill, 2016). It is the set of beliefs we as researchers hold concerning the nature of the reality 
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being investigated (Bryman, 2012). Understanding the research philosophy is important because it explains 

the inherent assumptions embedded in the researcher’s perception about the nature of the world. Therefore, 

the research philosophy provides justification for how the research should be conducted (Flick, 2011). Fur-

thermore, these philosophical assumptions will depend on the type of data being analyzed, as well as im-

pacts the choice of research strategy and methods. Therefore, this section outlines this set of beliefs in 

regard to ontological, epistemological, and axiological considerations.  

The first set of beliefs that must be discussed is the ontological perspective, which is concerned with defin-

ing what is the nature of reality (Saunders, Lewis and Thornhill, 2016). On the spectrum, the two opposing 

poles are the constructivism and positivism schools of thought (Monette, Sullivan and Dejong, 2005). These 

two schools of thought many branching schools that vary in the set of minor assumptions they hold, how-

ever, there are certain concepts that are shared across (Bryman, 2012). Within the subjectivist perspective, 

social phenomena exist through the “perceptions and consequent actions of those social actors concerned 

with their existence” (Saunders et al., 2009, p.110). The aim is therefore to understand the meanings that 

individuals attach to social phenomena. Constructivism therefore follows the interpretivist philosophy that 

says for these phenomena to be understood, it is necessary to explore the subjective meaning motivating 

the actions of social actors (Saunders et al., 2009). Practically, this means that it cannot be assumed that the 

meaning that a subject attached to a certain phenomenon is consistent between other subjects.  

Conversely, positivism follows the objectivism framework, which suggests that “social entities exist in 

reality external to social actors concerned with their existence” (Saunders et al., 2009, p.110). Therefore, 

two key assumptions are that reality exists independent of the social actor or thing being studied and a 

phenomena’s meaning is consistent between different subjects (Newman, 1998). The positivism philosoph-

ical stance is generally that of the natural scientist who prefers “working with an observable social reality 

and that the end product of such research can be law-like generalizations similar to those produced by the 

physical and natural scientists” (Remenyi et al., 1998, p. 32). From the positivism viewpoint, reality is 

external, objective and independent of social actors. From the realism perspective, reality is objective and 

“exists independently of human thoughts and beliefs or knowledge of their existence (realist), but is inter-

preted through social conditioning (critical realist)” (Saunders et al., 2009, p.119). From the interpretivist 

stance, reality is socially constructed and subjective. Finally, a pragmatic perspective views reality in the 

way that will enable them to best answer the research question or hypothesis.  

The philosophical implications are, that due to the small sample size and that fact that I am unable to repeat 

the study within the time constraint, this thesis’ research philosophy cannot fit within the positivism frame-

work because the findings are not substantial enough to draw generalizations about the world. Furthermore, 
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the subjective nature of the research context would make a constructivist view a sound fit for this thesis’ 

philosophical assumptions. However, my top concern is to attempt to answer the main research hypothesis. 

Therefore, this leads me to adopt the pragmatic view that the “most important determinant of the episte-

mology, ontology, and axiology you adopt is the research question - one may be more appropriate than the 

other for answering particular questions,” and, therefore, the research can switch between research philos-

ophies when the situation calls for it (Saunders et al., 2009, p.109).  

The second set of beliefs that must be defined are epistemological assumptions. Epistemology is concerned 

with “what constitutes acceptable knowledge in a field of study” (Saunders et al., 2009, p. 112). In the 

discussion of what constitutes acceptable knowledge there are two general classifications: observable phe-

nomena and subjective meanings. A Positivist would consider observable phenomena which can provide 

credible data or facts because their focus is on finding causality between variables and deriving law-like 

generalizations (Saunders et al., 2009, p.119). The Realist would analyze observable phenomena to deter-

mine the accuracies in sensations (direct realism) or the interpretation of sensations (critical realism). The 

Interpretivist focuses on the details of the situation to find the reality behind these details, which are the 

subjective meanings and social phenomena that motivate social actors. In the pursuit of answering this 

thesis’ research hypothesis, however, I do not find it practical to exclude knowledge that could potentially 

help to answer the research hypothesis. Therefore, my epistemological assumptions fit those of the Prag-

matist who considers either or both phenomena and subjective meanings as valid sources of providing ac-

ceptable knowledge and places focus on practical applied research by integrating different perspective to 

help interpret the data (Saunders et al., 2009, p.119).  

The third set of beliefs that must be defined are axiology assumptions. “Axiology is a branch of philosophy 

that studies judgements about value” (Saunders et al., 2009, p.116) Axiology, in a research context, is 

concerned with the researcher’s view of the roles of value in research. From the positivist viewpoint, re-

search is conducted in a value-free manner and that the researcher is independent of the data and therefore 

can maintain an objective stance. A realist, on the other hand, assumes that research is impacted by the 

researcher’s own values through our biases of world views, cultural experience, and upbringing. The inter-

pretivism view argues that values are embedded in research and that the researcher cannot be separated 

from what is being researched and so will be subjective.  

The Pragmatism perspective employs both objective and subjective points of view and accepts that “values 

play a large role in interpreting results” (Saunders et al., 2009, p.119).  



 10 

The philosophical assumptions in regard to this thesis’s research have an impact on the choice of data 

collection techniques (discussed in section 2.7). For example, the positivist employs data collection tech-

niques that are highly structured and are typically comprised of large quantitative samples, while interpre-

tivists generally utilize small samples of in-depth, qualitative investigations. Pragmatists are very flexible 

in their choice of data collection techniques, as they typically use a mixed or multiple method design to 

gather qualitative and quantitative data (Saunders et al., 2009, p.119). This is discussed in greater detail in 

section 2.7. 

With the research design and philosophy in place, the following subsections will focus on the research 

approach, which is to say the operationalization of the research question into a research project (Robson, 

2002).  

2.2 APPROACH TO THEORY DEVELOPMENT 

The approach to research is broken into two main categories: deductive and inductive. Following the de-

ductive approach, theory is formed and hypothesis (or hypotheses) are developed, and then a research strat-

egy is designed to test the hypothesis (Saunders et al., 2009, p.124). As Robson (2002) outlines, progress 

long deductive research happens in five sequential stages. First, a hypothesis is crafted from theory; second, 

outlining how the concepts or variables that make up the hypothesis are to be measured; third, testing the 

hypothesis through a research strategy; fourth, understanding the results of the testing; Fifth, potentially 

modifying the theory within the context of the findings. The whole cycle is then repeated in order to attempt 

at verifying the revised theory (Saunders et al., 2009, p.125).  

According to Saunders et al. (2009), there are three important characteristics to deduction. First, deduction 

seeks to explain causal relationships between variables; second, “concepts need to be operationalised in a 

way that enables facts to be measured quantitatively;” and third, large sample sizes must be utilized in 

order to have sufficient numerical data do conduct statistical analysis capable of yielding generalized pre-

dictions (Saunders et al., 2009, p.125). Proponents of the deductive approach are more likely to work with 

large sample sizes of quantitative data (Saunders et al., 2009, p.126).  

Following the inductive approach, data is collected, and a theory is developed as a result of the data analysis. 

Having been developed along with the introduction of social sciences in the 20th century, induction seeks 

to understand the way in which humans interpret their social world (Saunders et al., 2009, p.126). Propo-

nents of the induction approach are more likely to establish a view of a phenomena through analysis of 

qualitative data (Easterby-Smith, Thorpe and Jackson, 2008). Furthermore, Bryman & Bell (2011) argue 
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that by working inductively, which is to say not having a predetermined theory informing the research 

process, there is the potential for lower research bias in the data collection stage (Bryman and Bell, 2011).  

Saunders et al. (2009) argue that there is no rigid rule preventing the researcher from combining inductive 

and abductive approach to create an abductive approach, rather in some cases it is often advantageous to 

do so. They also argue that it is generally less risky to gather useful data in a deductive approach, while 

with an inductive approach “you have constantly to live with the fear that no useful data patterns and theory 

will emerge” (Saunders et al., 2009, p.127).  

In the context of this thesis, the research strategy has been inductive. Thus, data about home hydroponic 

gardens, the garden equipment industry, and the major players competing in the Danish market was first 

gathered to get a better contextual understanding before formulating the main research hypothesis. There-

fore, with the research approach defined, the following subsection discusses the methodological choices for 

how this thesis intends to answer the research hypothesis. 

2.3 METHODOLOGICAL CHOICE 

In regard to the choice of data collection methods, there are two main options. One, is the quantitative 

method that is typically synonymous with data gathering techniques, such as questionnaires, that produce 

numerical datasets (Saunders et al., 2009). The other type of method is qualitative, which is synonymous 

with non-numerical data, such as in-depth interviews. The decision to use one or more methods is referred 

to as either a mono or multiple methods choice (Saunders et al., 2009). By choosing a mono method, the 

researcher(s) are deciding to use one data gathering technique and a corresponding analysis procedure. A 

multiple methods choice utilizes more than one method for gathering and analyzing data. This method can 

also branch into multi-method and mixed-methods categories. What differentiates the two is that in a multi-

method research choice “more than one data collection technique is used with associated analysis tech-

niques, but this is restricted within either a quantitative or qualitative world view” (Saunders, Lewis and 

Thornhill, 2009, p. 152). For example, a study could gather qualitative data through in-depth and focus 

group interviews, which are then analyzed using non-numerical procedures. The point here is that several 

methods are used together as long as qualitative and quantitative methods are not combined. Mixed methods, 

on the other hand, give the freedom to combine both quantitative and qualitative methods. This can be done 

either through mixed-method research where “quantitative data are analyzed quantitatively and qualitative 

data are analyzed qualitatively” (Saunders et al., 2009, p. 154); or, alternatively, via mixed-model research 

where quantitative data can be analyzed through qualitative procedures and qualitative data can be meas-

ured through quantitative procedures (Saunders et al., 2009). The benefit to the multiple methods approach 
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is that it can provide greater opportunities for answering research questions. This is possible because dif-

ferent methods fit certain purposes better than others (Tashakkori and Teddlie, 2003).  

Regarding the choice of which methods to use, this thesis will take a two-pronged approach and gather 

qualitative data with industry experts through in-depth interviews, as well as quantitative data of customers’ 

perception of home hydroponic gardens on the Danish market via surveys.  

2.4 RESEARCH PURPOSE  

This section outlines this thesis’ research purpose and design for attempting to answer the main research 

hypothesis. “The classification of research purpose most often used in the research methods’ literature is 

the threefold one of exploratory, descriptive, and explanatory” (Saunders et al., 2009, p.139).  

Exploratory studies are valuable method for elucidating “what is happening; to seek new insights; to ask 

questions and to assess phenomena in a new light” (Robson, 2002, p.59). The exploratory research design 

is especially useful in “clarifying your understanding of a problem, such as if you are unsure of the precise 

nature of the problem” (Saunders et al., 2009, p.139). Exploratory research is typically performed in three 

ways: through a search and review of the existing body of literature; by conducting interviews with “experts” 

in a certain subject or field; and by holding focus group interviews (Saunders et al., 2009). The greatest 

advantage of exploratory research is its flexibility to change, i.e., the theme of the research remains constant, 

but new information can influence the direction. Essentially, what this means is the focus of exploratory 

research starts off broad and becomes progressively narrower (Saunders et al., 2009). Descriptive studies, 

on the other hand, seek to “portray an accurate profile of persons, events or situations” (Robson, 2002, 

p.59). In descriptive research though, it is a prerequisite that the researcher(s) have a clear understanding 

of the phenomena before data is collected. Lastly, studies that seek to establish or explain causal relation-

ships between variables are defined as explanatory studies. In explanatory research, it is often valuable to 

conduct statistical analysis of quantitative data to examine correlations between variables, however, that is 

not to say that qualitative data cannot be utilized in explanatory studies (Saunders et al., 2009).  

In this thesis’s research context, the purpose is to explore the capability of conventional IB and marketing 

theories to explain HyggeHerbs’ business, internationalization, and competitive advantage. At the offset, I 

do not yet fully know what capabilities are necessary for HyggeHerbs to develop that would enable the firm 

to compete with alternative products. Therefore, I determine that the research design is exploratory. With 

the research design formulated, the following section will outline the overarching philosophical perspective 

of the research. 
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2.5 RESEARCH STRATEGY 

The most common research strategies are experiments, surveys, case studies, action research, grounded 

theory, ethnography, and archival research. Briefly, experiments measure a dependent variable against ran-

domly assigned experimental and control groups. Surveys usually go hand-in-hand with the deductive ap-

proach and exploratory and descriptive research that looks at quantitative data through descriptive and in-

ferential statistics (Saunders et al., 2009). Case studies are defined by Robson (2002, p.178) as “a strategy 

for doing research which involves an empirical investigation of a particular contemporary phenomenon 

within its real-life context using multiple sources of evidence.” Action research is a strategy where the 

researcher and the subjects of the study are working together to enact change on the status quo (Saunders 

et al., 2009). Grounded theory is concerned with theory building through a combination of induction and 

deduction. In this strategy, the research data is collected over a series of observations, which then “lead to 

the generation of predictions which are then tested in future observations” (Saunders et al., 2009, p. 149). 

Ethnography is closely related to anthropology, in which the research takes on a naturalistic approach to-

wards studying a phenomenon in the natural habitat in which it appears. Archival research is the systematic 

review of administrative records and documents as the primary source of data.  

In this thesis’ research context, the scope does not focus on conducting experiments, gathering qualitative 

data, or building theory through multiple observations. Therefore, I see this thesis’ strategy as conducting 

a case study of HyggeHerbs to examine phenomena related to their internationalization and competitive 

advantage. More specifically, this thesis pursues a single case strategy because it only observes the phe-

nomena within the context of HyggeHerbs rather than also looking at how other similar firms enter markets. 

Furthermore, this thesis utilizes a holistic case strategy because it looks at the case study company as a 

whole rather than narrowing in on certain departments within the whole (Saunders et al., 2009, p.146). 

2.6 TIME HORIZONS  

The two time horizon considerations relevant to research are cross-sectional and longitudinal. Cross-sec-

tional time horizons are akin to a “snapshot” of a moment in time, while longitudinal can be thought of like 

a “diary or a series of snapshots” that represent events within a defined period (Saunders et al., 2009, p.155). 

The greatest advantage of cross-sectional studies is that they can fit within tight time constraints, while with 

longitudinal research, the study is capable of studying change and development over time (Saunders et al., 

2009).  
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Due to time constraints, it is not possible to return to the sample and repeat the research in order to test 

whether the data is still valid. Therefore, the data represents a snapshot of time, thus, the time scope of this 

research is cross-sectional and not longitudinal. 

2.7 DATA COLLECTION TECHNIQUES AND ANALYSIS PROCEDURES  

In order to gain a deeper understanding of the external and internal factors impacting HyggeHerbs’ ability 

to engage in international business, both primary and secondary data was collected and analyzed. According 

to Malhorta et al., the gathering, evaluating, and investigating of secondary data is an essential element in 

not only drawing worthy insights to make qualified decisions but also in formulating a well-thought through 

and suitable research design and method of collecting primary data, and, thus, should be examined prior to 

collection of primary data (Malhotra, Nunan and Birks, 2017).  

Within the context of this thesis, secondary data was initially gathered through desk research for the purpose 

of gaining a general understanding of the gardening equipment market characteristics in Denmark and 

China. While gathering secondary data, the sources of these data have been critically evaluated to support 

the use of valid, reliable, and trustworthy information. Therefore, secondary data has been sourced through 

accredited global databases, academic journals, and competent news authorities in order to maintain a high 

standard of credibility. After reviewing the corpus of secondary data, however, it became clear that there 

were information gaps which needed to be filled by primary data in order to test this thesis’ hypotheses. 

A qualitative approach was used as the principal data collection method for gathering primary data. In 

general, qualitative research is referred to as “an unstructured, primarily exploratory design based on small 

samples, intended to provide depth, insight and understanding” (Malhotra et al., 2017, p. 150). In this the-

sis’s case, two in-depth interviews were held with industry experts in order to get their expert opinion in 

relation to information that can help confirm or reject the thesis’s hypotheses. For these in-depth interviews, 

the semi-structured interview format was used. The reason for this was because this grants the most flexi-

bility in terms of gathering relevant data that could help test the thesis’ hypotheses. For example, with the 

semi-structured format, there is the possibility to diverge from the preconceived list of question in order to 

dive deeper into interesting information that was not previously considered. The potential downside of the 

semi-structured interview approach is the risk that going down an irrelevant tangent provide no value and 

wastes time that could be spend discussing other topics. To counteract this, an interview guide was made 

to help ensure that the most important questions were prioritized (see appendix 8.5 & 8.6). This was done 

by dividing the interview guide into themes which could be linked to the theoretical framework and used 

to analyze HyggeHerbs. Within these themes, two categories were made consisting of ‘need to know’ and 
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‘nice to know’ questions that could be prioritized accordingly during the interview depending on how much 

time the interviewee had and how willing they were to continue talking. Thus, in combination with the 

flexibility of the semi-structured interview approach, the interview guide provides a list of predefined ques-

tions that serve two purposes: One, they consist of topics that are of value to the theoretical analysis; and 

two, they can also act as a point of departure for the discussion to unfold into topics that were not previously 

considered relevant, but which may in fact be worth knowing. Furthermore, this choice of data collection 

technique fits this thesis’s research design and philosophy well because the main objective of the pragmatic 

philosophy is to answer the research question by whatever means are best suited for the job, and the thesis’s 

exploratory purpose is conducive of not entirely understand the problem. Therefore, semi-structured inter-

views, in this context, are perceived to be best suited for acquiring the right knowledge needed to test the 

sub-hypotheses.  

Two semi-structured interviews were carried out with volunteers who represent industry experts in their 

field. The first interview was held with Siebachmeyer, the Lead Buyer at a German company producing 

garden equipment and supplies for the D-I-Y (do-it-yourself) market (see appendix 8.8). Siebachmeyer has 

ten years of industry experience in international business between Germany the China and has on several 

occasions has visited China on business. The second interview was held with Staffendt, the supply chain 

and logistic coordinator for a German company within the plastic industry, as well as a consultant for west-

ern small-medium-sized enterprises (SMEs) on conducting international business with Chinese suppliers 

for eight years (see appendix 8.7). Staffendt’s and Siebachmeyer’s interviews provide insight into what it 

is like for small- to medium-sized enterprises to internationalize to the Chinese market, which gives context 

to the case of HyggeHerbs.  

Additional data was gathered to test sub-hypothesis H4 via two customer surveys that were administered 

online. This was done to gather data on Danish customers’ perception of HyggeHerbs’ and competitor 

products (see appendix 8.4). The first customer survey was built using Qualtrics survey tool and consisted 

of eleven product images, which survey-takers answered questions regarding their initial reaction to seeing 

the product, what they liked most about the product, what they liked least about the product, how likely 

they were to purchase the product, and what they were willing to pay for the product. In that survey, the 

customers’ unadulterated perception of the product could be gathered because no additional product infor-

mation was given. The results of which provided insight into which products the customers felt positively 

towards on visual aspect alone. The reason why this is relevant information is because the home hydroponic 

garden is a product that would likely be placed in a visible place within the customers’ home due to the 

need to be plugged into an electrical power outlet. Therefore, the aesthetic dimension can play a role in a 

customer’s buying decision. Furthermore, due to an individual’s perception of aesthetics, it was necessary 
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to survey customer opinion. Once the most visually pleasing products were identified, a second customer 

survey was made which comprised of the top four products from the first survey and incorporated additional 

product information, such as size, weight, and build materials. This was done to see if the addition of prod-

uct information impacted how customers perceived the products.  

2.8 CREDIBILITY OF RESEARCH FINDINGS 

This section looks at the reliability and validity of our research findings. Robson (2002) argues that threats 

to credibility can come from either the subject/participants or the observer in the form of errors and bias. 

Regarding subject/participant error and bias, this thesis does not see a concrete reason to suspect that the 

results have been impacted because interviewee are not sharing sensitive or confidential information. Alt-

hough, some degree bias will always be present do to the subjectiveness of the individual, it is not deemed 

to be do detrimental to the data.  

In regard to observer error, it was attempted to mitigate this by having an interview guide, so that the same 

questions were asked of each interviewee to limit the variance in different interpretations.  

In regard to the validity of the findings, the sample size of the consumer survey was not large enough to 

glean statistical inference. However, this was not the original purpose, rather the survey was to add context 

of what consumers in Denmark thought of HyggeHerbs’ home hydroponic garden product compared to 

alternative products. Furthermore, the results have not been triangulated with another method in order to 

confirm if the findings are really what they appear to be.  

In terms of secondary data, a critical review of the literature was done in order to maintain the relevance in 

terms of which sources we gathered data from and the quality of those sources. Hence, only secondary data 

that were found to be relevant to this thesis’s research context and which came from reliable sources, such 

as peer-reviewed journals, published books from well-known publishers, industry experts, and periodicals 

from credible new media were used. It is important to be aware that the original purposes for which this 

data was gathered is different from this thesis’s research context, and, therefore, the appropriateness of the 

data within this thesis’ context was evaluated with this in mind.  

In regard to the external validity or generalizability of the findings, this thesis’s research scope has been to 

explore a particular phenomenon within a particular context, of which the robustness has not been tested, 

therefore, the results cannot be used to draw generalizations that are applicable to other research settings 

(Saunders et al., 2009).  
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2.9 RESEARCH ETHICS  

When developing this thesis’ research design, it was made aware that the data being gathered would not be 

sensitive or confidential information. Furthermore, in regard to the expert interviews, interviewees were 

not asked to comment on sensitive topics, rather discourse was kept strictly to professional options. There-

fore, it is believed that this thesis’s research has been ethical through each stage of the research process.  

2.10 RESEARCH LIMITATIONS  

This section outlines the limitations which have influenced the study. The subjectivity of the qualitative 

data analyzed limits the generalizability of the findings and thus future research may lead to different results. 

Additionally, the personal attitudes, needs, value, prejudice, and other sociocultural factors of the researcher 

can impact the interpretation of the results (Nahrin, 2015).  

Furthermore, the interviews with industry experts are not with professionals who are experts in the garden-

ing equipment industry. Rather they are professionals with experience in international business between 

China and the West. Furthermore, although this thesis looks at HyggeHerbs market entry into the Danish 

market, the industry experts interviewed are not specifically experts on the characteristics of the Danish 

market, rather their expertise lies in international business between Germany and China, and, therefore, 

some logical assumptions must be drawn. More specifically, for the purpose of applying the data gathered 

from interviews to testing this thesis’ hypothesis, the Danish market is assumed to be similar to the German 

market when interpreting the interviewers’ answers.  

An additional limitation to the data gathered in this thesis is the restriction placed on social gathering due 

to the COVID-19 pandemic outbreak. One of the original aims of this thesis was to gather data from public 

surveys and focus group interviews with consumers where HyggeHerbs product would be on display. How-

ever, due to health and safety protocol enforced by the health ministry of Denmark, unnecessary social 

contact should be avoided. Thus, the format of these data gathering techniques were altered to accommodate 

these restrictions. For instance, the face-to-face surveys were changed to an online survey and the focus 

group interviews were canceled and replaced by two in-depth interviews via video conference.   

Furthermore, it was originally planned to gather more detailed customer data via public surveys, but due to 

the limitation of the COVID-19 virus, this plan was converted into an online survey. Ideally, it would have 

been insightful to invite customers who had a positive reception toward the HyggeHerbs product for an 

individual or focus group interview where they would have been able to have a hands-on experience with 
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the product and provide more in-depth information about how they felt about the product and why, but this 

was not possible.  

2.11 LITERATURE REVIEW 

2.11.1 INSTITUTION THEORY 

Douglas North defines institutions as constraints that structure political, economic, and social interaction. 

North classifies these constraints into two categories: (1) formal constraints concerning constitutions and 

laws, and (2) the informal constraints as cultural customs, traditions, etc. (North, 1991). Formal institutions 

reduce uncertainty and transaction costs by making it easier for buyers and sellers to identify each other in 

the marketplace, negotiate agreements, and monitor and enforce contracts (Peng and Meyer, 2011). How-

ever, the functionality of the formal institutions depends on the impact of the informal constraints. Thus, 

the informal norms dictate what can be described as accepted social behavior, thereby also impacting the 

amount of faith in the formal institutions (North, 1991). North primarily focuses on the specific relationship 

between formal and informal institutions, where formal institutions are developed by the central govern-

ment in form of laws and rules that individual agents within the society should obey, and the informal 

institutions which are developed through culture, values, and norms of the society in question. Formal in-

stitutions are therefore created to alleviate potential strain on society caused by the absence of established 

rules (North, 1991). The absence of rules reduces predictability of the future and therefore create uncertainty. 

With a high amount of uncertainty about the future, societal unrest can arise which negatively impacts the 

trust in the capability of formal institutions to function effectively. In this case, North argues, that informal 

institutions would overtake the formal institutions as the rule-makers and means for mitigating uncertainty 

and transaction cost as society would have low faith in the ineffective formal institutions to reduce uncer-

tainty. He further argues that in a well-functioning society there will be a higher level of faith in the formal 

institutions as they are seen capable of creating stability and reducing uncertainty and transaction cost. 

Inversely this mean that when the trust of formal institutions is low, there is more dependence on informal 

institutions to reduce uncertainty, as people would find it harder to trust the formal institutions to serve 

them rightly (North, 1991). Furthermore, institutional change is a slow process and only occurs over a 

longer course of time due to a country’s path dependency. Thus, stakeholders and regulations that favor the 

existing institutions will attempt to make rapid radical change nearly impossible as it would threaten their 

current function in the given society (North, 1992).  

As the institutional setup of a country impacts the amount of transaction cost firms incur, it is worth defining 

transaction cost theory as a possible compliment to North’s institutional theory.  
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2.11.2 TRANSACTION COST THEORY 

According to Williamson, transaction cost theory (TCT) is a “cost incurred in making an economic ex-

change” (Williamson, 1975). There are several types of transaction costs that are typically grouped into 

three categories, namely: search and information costs, bargaining and decision costs, and policing and 

enforcement costs.  

Search and information costs are defined as the costs 

associated with determining the availability of a 

good in the market, as well as finding the lowest pos-

sible price. Bargaining and decision costs are those 

linked to the buyer and seller reaching an agreement 

for the exchange and drawing up an appropriate con-

tract. In game theory, bargaining costs can be illustrated by the game of chicken. Policing and enforcement 

costs are tied to the costs associated with holding all members accountable for their end of the contract. 

Often these costs are linked to judicial and legal systems when a party does not fulfill the terms outlined in 

a contract (Williamson, 1979). A typical example of transaction cost in action is the process of buying a 

used car. First, the buyer must find the car and determine its working condition, e.g., search and information 

costs. Next, the buyer and seller must negotiate a price for the car, e.g., bargaining cost. Finally, the seller 

must deliver the car in the agreed upon condition or face legal action, e.g., policing and enforcement costs. 

Williamson’s perspective on transaction cost theory has the pragmatic element of not only encompassing 

clear-cut transactions of buying and selling but also the day-to-day emotional interactions, informal gift 

exchanges, and so on. According to Williamson, the determinants of transaction costs are frequency, spec-

ificity, uncertainty, limited rationality, and opportunistic behavior in relation to an economic exchange 

(Williamson, 1979). Transaction cost theory assumes contracting is ubiquitous and assumes bounded ra-

tionality agents. The difference depends on the institutional context. In principle-agents theory, courts re-

solve disputes, while in TCT, incomplete contracts rely on private ordering. Private ordering is a mechanism 

among decision-making entities in response to decisions regarding information sharing, cooperating, dis-

pute resolution or other interactions not formally dictated by the law. In addition, TCT embeds contracts 

within a governance structure, e.g., incentive intensity, degree of use of administrative controls, and the 

applicability of contract law (Williamson, 1991). In this way, both different types of markets, e.g., spot 

markets and various forms of long(er)-term contracting, and different forms of hierarchies, e.g., firms, pub-

lic bureaus or regulations, can be distinguished.  

FIGURE 2. TYPES OF TRANSACTION COST. SOURCE: (KAPLAN FINANCIAL 
KNOWLEDGE BANK, NO DATE) 
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In Principle-Agent theory, it is assumed that agents are maximizing individuals with perfect foresight. This 

assumes that the principal is aware of every conceivable state in the future, and can design contracts that 

take this into account, thereby they can perfectly align with the agent’s incentives (Sappington, 1991). 

Furthermore, PA theory also assumes a zero-transaction cost approach, i.e., all contracting parties are ca-

pable of communicating, negotiating, and drawing up the contract without incurring implicit costs. TCT, 

on the other hand, emphasizes the limited cognitive capacity for individuals to conceive of every possible 

outcome or state, thus, information is asymmetric and costly. In other words, people are bounded rationality, 

hence, ‘human behavior is intendedly rational, but only boundedly so’ (Simon, 1997). This concept of im-

perfect information translates into a contract in the form of gaps, missing contingency plans, or vague terms. 

Williamson points out another assumption of TCT, that individuals will act opportunistically to maximize 

their own self-interests (Williamson, 1985). Thus, the nature of incomplete information and opportunistic 

behavior are contractual hazards, which can cause incomplete contracts. Incomplete contracts are a driver 

of transaction costs because of the costs associated with developing/negotiating, maintaining, monitoring, 

and enforcing contractual relationships. Another important notion to point out is that the “cost of commu-

nication may in itself limit the principal’s ability to make a comprehensive contract because communication 

of all relevant dimensions of the transaction is excessively costly” (Laffont and Martimort, 1997).  

The degree, frequency, and relevancy of transac-

tion costs depends on whether it is a market, hier-

archical, or hybrid governance structure, as these 

factors directly impact the economization of trans-

action costs. i.e., an efficient governance structure 

works to minimize the sum of transition costs.  

2.11.2.1 GOVERNANCE STRUCTURES  
Simply put, transaction cost analysis is an “exam-

ination of the comparative costs of planning, 

adapting, and monitoring task completion under 

alternative governance structures.” (Williamson, 1985)w. Hence, transaction cost analysis takes into con-

sideration the institutional framework’s ability to minimize transaction costs (Williamson, 1991).  

Governance structures dictate the rules of the game, and thus impact how contractual relations and other 

economic activities are conducted. The three modes of governance each have their own characteristics that 

impact the rules of the game differently.  

FIGURE 3. FACTORS IMPACTING TRANSACTION COST. SOURCE: (KAPLAN 
FINANCIAL KNOWLEDGE BANK, NO DATE) 
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2.11.2.2 MARKET GOVERNANCE  

In a market governance scenario, buyers and sellers conduct transitions based on the price mechanism. 

These are stereotypically simple, one-time transactions where all each party has to do is reach an agreement 

on price for the transaction to take place (Macneil, 1987). In a case where the transaction in question is 

complex or requires significant resources to identify a buyer/seller or necessitates a comprehensive contract, 

market transaction costs increase. When this occurs, alternative modes of governance can become a more 

effective means of reducing transaction costs.  

2.11.2.3 HIERARCHICAL GOVERNANCE  

If the market transaction costs are too high, the purchasing organization may decide that it is more econom-

ically feasible to perform the activity internally (also known as the make-or-buy decision). Transactions 

under a hierarchical governance structure are typically long-term or repeated often enough that transaction 

costs are lower because there is less need to negotiate and write contracts. Instead, the organization faces 

tariff, or costs associated with administrative controls, coordination, or bureaucracy costs (Williamson, 

1985).  

2.11.2.4 HYBRID GOVERNANCE  

The hybrid governance structure is an intermediary between market and hierarchical structures (Williamson, 

1991). This form of governance is typically found when “transactions involve assets that are specific, but 

not specific enough to justify integration, and/or when the frequency of transactions is rather low and in-

volves developing personal relationships among traders” (Menard, 1995).  

 

2.11.3 PORTER’S DIAMOND OF NATIONAL ADVANTAGE 

In pursuance of establishing a nation’s capability of international success in a given industry, Porter’s Dia-

mond Model employs four broad attributes to evaluate how firms can either develop or obstruct their ability 

of having a competitive advantage. They include: factor conditions, demand conditions, related and sup-

porting industries, and lastly, firm strategy, structure and rivalry (see figure Figure 4) (Porter, 1990).  

Factor conditions characterize the inputs necessary in order to compete in an industry. For example, human 

resources, physical resources, knowledge resources, capital resources, and, lastly, infrastructure. These con-

ditions are vital for the growth productivity of advanced economies and furthermore complex, competitive 

factors that are built upon how efficiently and effectively they are utilized (Porter, 1990).  
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FIGURE 4. PORTER'S DIAMOND MODEL PORTER M. E., 1990) 

Demand conditions refer to domestic demand conditions of the given industry’s products and/or services. 

Specifically, the size, sophistication, and composition. Demand conditions format the rate and character of 

improvement and innovative processes by a nation’s firm. The three broad characteristics of domestic de-

mand are: the nature of the buyer’s needs of domestic demand, the domestic demand’s size and growth 

pattern, and the structure by which a nation’s domestic preferences are broadcasted to foreign markets 

(Porter, 1990).  

Related and supporting industries refers to the presence in the nation of supplier industries or correlated 

industries which are internationally competitive. As a result of suppliers producing inputs that are crucial 

to other firm’s innovation, there is a competitive advantage within supplier’s industries that subsequently 

creates interest in other supplying firms.  

Firm strategy, structure and rivalry appertains to the context in which firms are created, organized, man-

aged, and the features of domestic rivalry. Methods of organizing firms in industries, goal setting, and 

strategy building differ greatly among nations. Domestic rivalry is advantageous as it creates competition 

and motivation among firms, thus better preparing firms for international competition (Porter, 1990).  

There are two additional factor variables that can impact a nation's ability to achieve international success; 

these are chance and government. Incidents of chance are circumstances outside the control of firms and 

the nation’s government. For example, effects felt from economic crises, pure inventions, improvements in 

basic technologies, international political developments, or war. These developments can transform 
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industry structure and allow opportunity for a nation’s firms to surpass another’s. Additionally, govern-

mental influence can also increase or decrease a nation’s competitive advantage (Porter, 1990). Policies, 

for instance, can have great influence on all of the determinants. The government can choose to support one 

particular industry if they feel that it will economically or politically benefit the country, while ignoring 

industries they offer a less-significant contribution.  

In contrast to the Diamond Model, Porter’s Five Forces analysis can be used to examine the relationship 

between various players within an industry to determine an industry’s degree of competitiveness. By having 

done a Porter’s Five Forces analysis, a firm is then able to make an informed decision of whether or not to 

enter a given industry.  

2.11.4 HOFSTEDE’S CULTURAL DIMENSIONS 

Hofstede’s six dimensions of national culture are based on research conducted between 1967 and 1973. The 

cultural dimensions represent independent preferences for each country and how they distinguish different 

countries from each other. It is important to understand that the countries scores on the dimensions are 

relative, in that we are all human and at the same time unique. The framework is largely used in research 

on cross-cultural psychology and consultants in fields relating to international business and communication 

to get a broad overview of a culture.  

The first dimension is power distance, which refers to “the extent to which the less powerful members of 

organizations and institutions (like the family) accept and expect that power is distributed unequally.” 

(Hofstede, 2011, p.9). The higher the points received the more it indicates that hierarchy is clearly executed 

and established in society. The second dimension is individualism versus collectivism, which explores the 

“degree to which people in society are integrated into groups” (Hofstede, 2011, p. 11). The more individ-

ualistic the country the more loosely knit the social framework is. Its opposite, collectivism, society prefers 

unquestioning loyalty by members of the ingroup. The third dimension is masculinity versus femininity, 

which refers to “the distribution of values between the genders which is another fundamental issue for any 

society, to which a range can be found” (Hofstede, 2011, p. 12). In more masculine the society the women 

are less competitive and assertive than how men are viewed. The fourth dimension is uncertainty avoidance, 

which indicates “to what extent a culture and its members feel either in uncomfortable or comfortable in 

an unstructured situation” (Hofstede, 2011, p. 9). The higher ranked uncertainty avoidance countries try to 

minimize ending up in situations that are surprising, unknown or/and different than usual. The fifth dimen-

sion is long-term versus short- term orientation, which is identified through the analysis of their connection 

of the past with the current and future challenges (Hofstede, 2011). The more short-term orientated the 
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more the members of the country focus on events that happened in the past such as tradition, nationalistic, 

believe there are universal guidelines about what is good and evil. The sixth dimension is indulgence versus 

restraint, which refers to the degree of freedom that societal norms give to people in satisfying their human 

wishes. Therefore, the more the “society allows relatively free gratification of basic and natural human 

desires related to enjoying life and having fun”, the more indulgence the members of the country have 

(Hofstede, 2011, p. 15).  

2.11.5 CULTURAL, ADMINISTRATIVE, GEOGRAPHIC, ECONOMIC (CAGE) DISTANCES 

“Technology may indeed be making the world a smaller place, but it is not eliminating the very re- al and 

often very high-costs of distance” (Ghemawat, 2001, p. 138). The CAGE (Culture, Administrative, Geo-

graphic, Economic) framework was developed by Pankaj Ghemawat (2001), and is used to analyze cultural, 

administrative, geographic and economic ‘distances’ or differences between countries. Such differences 

are particularly important within international business since they influence the effectiveness of a firm's 

internationalization strategy. The first distance, cultural distance, focuses on aspects such as languages, 

ethnicities, religions and social norms. Secondly, the focal points of administrative distance are aspects 

such as government policies, strength or weakness of the institution, hostility, and intergovernmental agree-

ments. Next, geographic distance focuses on aspects such as common borders, physical remoteness, size of 

countries, and differences in climates. Lastly, the economic distance pays close attention to aspects such as 

differences in customer incomes, natural resources, financial resources, infrastructure, and knowledge. An 

analysis of all four distances provides an overview of a given country, and aims to help managers to identify 

crucial aspects, which should be addressed when crafting international business strategies. More specifi-

cally, it helps managers to get a visual representation of distances and to pinpoint differences between 

countries, which might impact the firm’s ability to compete.  

2.11.6 PORTER’S FIVE FORCES INDUSTRY ANALYSIS 

In 1979, Michael Porter (1979) developed the five forces framework, which helps managers to analyze the 

intensity of competition and attractiveness of an industry. More specifically, it focusses on firm competition 

as a proxy for industry profitability and thus attractiveness. The five forces framework is comprised of five 

elements: the threat of new entrants; the threat of substitute products or services; the rivalry between ex-

isting competitors; the bargaining power of suppliers; and lastly, the bargaining power of customers (Porter, 

1979). The first force, threat from new entrants, focuses on aspects such as barriers of entry, capital require-

ments, government policies, and customer loyalty. The second force, the threat of substitute products or 

services, pays particular attention to aspects such as propensity to substitute, price comparison, switching 
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costs, and the number of substitute products available. Next, the focal points of rivalry between existing 

competitors are aspects such as firm concentration ratio, competitive advantage, market form, and intensity. 

Furthermore, the bargaining power of suppliers focuses on supplier switching costs, number of suppliers, 

dependency, and strength of distribution channels. Lastly, the bargaining power of customers pays particu-

lar attention to aspects such as buyer concentration to firm concentration ratio, price sensitivity, buyer in-

formation, and switching costs. The analysis of all five aspects provide firms with a broad overview of a 

given industry and aims to provide a tool for firms to better understand competition and the attractiveness 

of a given industry (Porter, 1979).  

2.11.7 RESOURCE-BASED VIEW & VRIO  

The resource-based view become one of the preferred and most influential management theories, which 

tries to answer the question of why some firms persistently outperform others? (Barney, 1991). The re-

source-based view (RBV) has become one of the preferred and most influential management theories, 

which seeks to explain how firms obtain a sustained competitive advantage over competitors (Barney, 1991). 

Birger Wernerfelt (1984) developed the RBV to establish competitive advantage through difficult-to-imi-

tate attributes of the firm (Wernerfelt, 1984). The RBV analyzes and interprets the internal resources and 

capabilities of the organization to understand how organizations achieve sustainable competitive advantage 

(Rumelt, 1984). Furthermore, it is a theory to identify resources that cannot easily be transferred or pur-

chased. Therefore, a competitor will need a major change in the organization's culture or a comprehensive 

learning curve to be able to imitate the resource (Wernerfelt, 1984; Madhani, 2010). RBV theory has formed 

the basis of several influential frameworks, such as the VRIO. Barney (1991) adapted the VRIN framework 

to incorporate the changes in industry on how firms are organized by substituting the last letter from “non-

substitutable” to “organization” and creating the VRIO framework (Barney, 1991). The VRIO framework 

consists of valuable, rare, imitable, and how resources are organized. These four components have to be 

present for a firm to have potential of sustained competitive advantage. Thus, it must be valuable, in the 

sense that it exploits opportunities and/or neutralizes threats in a firm’s environment. It must be rare among 

a firm’s current and potential competition. It must be difficult to imitate, and there cannot be strategically 

equivalent substitutes for this resource that are valuable but neither rare nor imperfectly imitable (Barney, 

1991). The VRIO framework can be applied by analyzing the potential of a broad range of firm resources 

to be sources of sustained competitive advantage (Barney, 1991).  

When strategically evaluating a decision to enter a new market, it is important that firms consider how their 

existing products, capabilities, resources, and organizational structure aligns with the new competitive 
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landscape. For instance, which firm-specific resources are non-location bound, and thus, transferrable to 

the context of the new market (Barney, 2001). 

Within the RBV paradigm, companies are considered a bundle of productive resources. Re- sources can be 

defined in many ways, RBV scholars usually divides this into two main categories: (1) primary resources 

and (2) secondary resources, which can be further categorized into several sub-categories. These resources 

then aid firms in attaining competitive advantages within their existing and potential new markets, thus 

playing an important role in almost every division of the firm (Barney, 2001). The next section will elabo-

rate on the definition of the primary, secondary, and sub-categories within RBV.  

2.11.7.1 PRIMARY RESOURCES  

Primary resources include three sub-categories a firm can utilize when implementing new strategic initia-

tives, namely (1) tangible assets, (2) intangible assets, and (3) human resources. Tangible assets concern 

the financials (e.g., securities, cash etc.), and physicals (e.g., property, equipment, plants etc.). Primary 

resources are thereby observable and simple to quantify when/if the information is available. Whereas in-

tangible assets are more complex and difficult to assess. This among other things, include the reputational 

(image, relationships, network, brands etc.) and technological aspects (copyrights, trademarks, and patents) 

of the company. Human resources, on the other hand, are deeply embedded in the employees of the organ-

ization and concerns the individual’s tacit knowledge, such as skill-level and know-how. In addition to the 

individual knowledge of the employees, the notions of communication, collaboration, learning capacity, 

interpersonal skills, and teamwork also play an important role in a company's human resources (Barney, 

2001). This is closely connected to the organizational culture, mission, vision, tradition, and norms, which 

will be elaborated in the in the VRIO portion of the following section on secondary resources.  

2.11.7.2 SECONDARY RESOURCES (CAPABILITIES)  

Capabilities are secondary resources and can be difficult to define. The RBV paradigm views capabilities 

as being the firm’s ability to utilize various resources at their disposal. They can be impacted by external 

factors but are primarily developed within the company. The organizational value chain thus plays an im-

portant role in this regard. A value chain divides the company into specific categories according to the 

activities they perform, and the general value a firm is able to create is measured by the amount buyers are 

willing to pay for their products/services/activities. In addition, “to gain competitive advantage over its 

rivals, a company must either perform these activities at a lower cost or perform them in a way that leads 

to differentiation and a premium price (more value)” (Porter and Miller, 1985). Every step along this pro-

cess requires a certain amount of resources, but it enables managers to gain insight to the activity level 
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throughout the entire value chain. Since RBV considers the company’s competitive level being dependent 

on the combination of their resources and capabilities, it can thereby be argued that their growth and sur-

vival is directly correlated to the firm’s ability to identify the optimal combination of capabilities and re-

source, which would involve prior analysis of the firm’s value chain (Pesic, Milic and Stankovic, 2012).  

Capabilities can be further classified into sub-categories, which are: (1) marketing capabilities, the ability 

to develop, sustain, and entice buyers to purchase brands; (2) Sales and distribution capabilities, managing 

communication/interactions with existing and potential customers by providing products/services to the 

right people at the right time; (3) Operational capabilities, the ability to properly implement day-to-day 

activities; (4) Dynamic capabilities, being on the forefront regarding new trends/innovations within the 

industry and being a step ahead of the competitors; Finally, (5) capabilities in corporate functions, a firm’s 

ability to command, plan and control their systems and structures (Barney, 2001).  

The RBV paradigm holds two critical underlaying assumptions for the theory to work. The first being that 

skills, capabilities, and other resources are heterogeneous, that is to say that firms do not bundle their re-

sources in the same way, which leads them to adopt different strategies that works toward their strengths 

(Jurevicius, 2013a). An example of this is the difference in strategy between Apple and Samsung. Both 

firms compete directly in their product lines (smartphones, tablets, etc.), but Apple justifies a higher price 

for their products as a result of their brand reputation for high quality. Samsung, on the other hand, does 

not follow the same strategy because they bundle their resources differently or they do not have the same 

brand reputation that Apple does. Therefore, although Apple and Samsung compete in the same industry 

and are exposed to the same external conditions, their strategies are not homogeneous because of the ways 

they organize their resources.   

The RBV’s second critical assumption is that resources are immobile, that is to say that resources, processes, 

knowledge, or intellectual property cannot be transferred between companies, at least not in the short-term. 

For example, Apples’ brand equity cannot be transferred to Samsung and vis versa. Therefore, firms cannot 

implement the same strategies because they are unable to replicate rivals’ resources (Jurevicius, 2013a). 

Figure 5 illustrates the steps for a company to assess whether their capabilities and resources can be con-

sidered a strategic asset using the RBV paradigm. 

The final part of RBV paradigm is the VRIO framework. The framework is used to analyze the Value, 

Rarity, Inimitability and Organization of the company’s resources to determine whether these aspects of 

the firm are considered a strength or weakness in contributing to the firm’s competitive advantage (Pesic, 

Milic, & Stankovic, 2013).  
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2.11.8 VRIO FRAMEWORK 

2.11.8.1 VALUE  

The value aspect relates to exploit-

ing opportunities and/or neutraliz-

ing potential threats from the busi-

ness environment. By isolating the 

attributes that enable the firm in do-

ing this, the specific ‘valuable’ re-

sources can be identified (Barney 

2001). In order to provide a sus-

tained competitive advantage, the 

RBV paradigm suggests character-

istics that these resources 

should/could contain, but because 

the value of resources are exoge-

nously determined, the circum-

stances surrounding what sort of resources can be considered valuable cannot be universally specified and 

will depend upon the company, industry, and environment in question. Models must, therefore, be imple-

mented to determine key factors of the competitive environment in which the firm competes. Barney (2001) 

states that useful models for these purposes “...fall into two large categories: (1) efforts to use structure-

conduct-performance-based theories to specify the conditions under which different firm resources will be 

valuable and (2) efforts to determine the value of firm resources that apply other theories derived from 

industrial organization models (I/O) of perfect and imperfect competition” (Bain, 1956; Barney, 1991). 

Value alone is not sufficient to create a strategic advantage, and, therefore, the next step is to attain a better 

understanding of the firm’s capabilities via the Rarity section of the VRIO framework.  

2.11.8.2 RARITY  

The Rarity component of the VRIO framework is concerned with how rare the resources are among new 

and existing competitors. Rarity, combined with Value, enables firms to achieve, at least, periodic compet-

itive advantages by enabling them to create innovative products and services. To assess exactly how rare a 

valuable resource should be to provide a competitive advantage is a difficult task, and Barney argues that 

“…In general, as long as the number of firms that possess a particular valuable resource is less than the 

number of firms needed to generate perfect competition dynamics in an industry, that resource has the 

FIGURE 5. THE RBV FRAMEWORK SOURCE: (JUREVICIUS O. , 2014) 
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potential of generating a competitive advantage” (Barney, 2001). Firms’ ability to utilize resources availa-

ble to everyone within the industry varies, and if any one firm possess a rare resource, it then ruins the 

notion of perfect competition around this resource as it provides the given company, e.g., improved effi-

ciency, which existing/new competitors do not possess (Barney, 2001). An example of a rare resources 

specific to a single company could be the organizational culture, since “If only one competing firm pos-

sesses a valuable organizational culture, then that firm can gain a competitive advantage (i.e., it can improve 

its efficiency and effectiveness in ways that competing firms cannot)” (Barney, 2001).  

Examining the rarity of a company’s resources and comparing what differentiates them from competing 

firms, provides a look into possible sources of competitive advantage for that firm. The concept of rarity is 

closely related to the next step in the VRIO framework: Inimitability.  

2.11.8.3 INIMITABILITY  

Inimitability is concerned with the ability to specify conditions in which firms can possess competitive 

advantages in a state of equilibrium. In practice, this means the ability, possibility, or cost of imitating 

company resources by rival firms. Firms are more exposed to imitability over time since unintended 

knowledge spillovers are progressively more likely to reveal information about production and utilization 

of valuable company resources. It is thereby important for firms to consistently innovate different key busi-

ness areas as they are exposed to substitute products and new competitors (Kraaijenbrink, Spender and 

Groen, 2010). Furthermore, it is key to identify the reasons behind why certain companies’ valuable and 

rare resources are difficult/costly to imitate (Barney, 2001). Companies must protect inside information of 

their resources to limit competitors’ ability to replicate them. Inimitability thus encourage dynamic strategic 

thinking, and by achieving this, competitors are left at a disadvantage in terms of increased cost in acquiring 

or developing these resources themselves. A firm’s ability to achieve inimitability is closely connected to 

the organizational culture/structure.  

2.11.8.4 ORGANIZATION  

Pesic, Millic, and Stankovic (2013) states that the primary focus of the organization aspect concerns 

whether the company’s organizational structure enables an efficient or effective usage of the resources in 

question. As human resources are closely connected to how the valuable and rare resources are utilized, the 

organizational structure can become a direct source of sustainable competitive advantage, if a firm is well-

organized. This is arguably one of the most crucial factors in assessing a company's capabilities (Pesic, 

Milic, & Stankovic, 2013).  
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Within the literature of the RBV, the term ‘organization’ is typically used in the context of referring to the 

adaptability the company possesses, meaning, whether is the firm is able to adjust their strategies and initi-

atives according to dynamic tendencies within their business environment or when applying their strategies 

to foreign markets. Furthermore, organization within the firm can also refer to whether the established 

systems and procedures are able to fully utilize and adjust the resources at their disposal (Pesic, Milic, & 

Stankovic, 2013). To improve organizational mechanisms, firms must develop the knowledge and capabil-

ities of their employees and create an environment that aligns company and employee interest as much as 

possible. If the company is organized in a way where employees are encouraged and rewarded for efficient 

usage of various resources, it will likely result in continuous improvement of their abilities, knowledge and 

skill- levels. Therefore, in order to utilize the organization as a source of competitive advantage, firms must 

strive to effectively espouse their strategy and maintain transparent corporate objectives (Pesic, Milic, & 

Stankovic, 2013).  

Figure 6 illustrates each component of the VRIO frame-

work and the outcome of whether the firm possesses 

these components or not. For the firm to say they have a 

sustainable competitive advantage, these resources must 

be valuable, rare, inimitable, and effectively utilized by 

the organization. Having just one, two, or three of these 

characteristics is not sufficient for it to be considered a 

‘complete’ strategic asset, all four must be present 

(Arend, 2006).  

In this regard, the value component is deemed fulfilled if 

it is possible to explicitly measure the individual value of 

the resources. Furthermore, the rarity component is 

deemed fulfilled if it is possible to measure the scarcity 

of the resource. Inimitability is deemed fulfilled if there 

are measurable initiatives that protect the resource 

against substitution and imitation, e.g., via patens or con-

tinuous development. Finally, the organizational struc-

ture is deemed fulfilled if there are direct measures of the 

benefits to the given organization compared to competitors (Arend, 2006).  

  

FIGURE 6. THE VRIO FRAMEWORK SOURCE: (JUREVICIUS, 2013B) 
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2.11.9 ECLECTIC PARADIGM (OLI MODEL)  

In 1979, John Harry Dunning developed the eclectic paradigm, also know and the Ownership, Location, 

Internalization (OLI) model, as a way to evaluate if a company should internationalize and which entry 

mode is the best fit (Dunning, 1979). There are four main motivations for why firms seek new markets, 

they are: Resource seeking, which refers to identifying natural resources that can be procured at a lower 

cost in certain locations compared to others; Market seeking, which is the firm’s pursuit to expand into 

foreign countries that demonstrate strong demand for their products and services; Efficiency seeking, which 

refers to identifying the most efficient countries to locate certain value chain activities based on cost and 

resource availability; and lastly, strategic asset seeking, which refers to target foreign countries or regions 

that are renowned for making world-class innovations (Morschett, Schramm-Klein and Zentes, 2015). 

The OLI model looks at three categories of advantages, which firms must obtain in order to successfully 

engage in foreign direct investments. The three categories of required advantages are: ownership ad-

vantages, locational advantages, and internalization advantages. The first aspect, ownership advantages, 

focuses on the resources and capabilities that the firm owns and can be transferred from the home market 

to the host market. These capabilities could be a part of the firm’s organizational structure or culture and 

are categorically tangible or intangible resources owned by the firm, which provide a competitive advantage 

over host market rival firms and thus reduce the firm’s inherent liability of foreignness (Dunning, 1979; 

Zaheer, 1995). The second aspect, locational advantages, focuses on entering a foreign country in pursuit 

of immobile resources. This could be in relation to scares resources or differences in worker wages, for 

example. The third element of the OLI framework, internationalization advantages, focuses on transaction 

cost in relation to the ‘make or buy’ decision regarding the firm’s value chain (Williamson, 1981). More 

specifically, if for example market transactions costs are high, the firm will seek to reduce costs by inter-

nalizing the activity through FDI modes such as greenfield, mergers and acquisition, or joint venture. How-

ever, when transactions costs in the market are low, it can be a better option for the firm to utilize contractual 

franchising or licensing agreements as the mode of entry instead of undertaking FDI (Dunning, 1979). 

2.11.10 ANSOFF MATRIX  

Igor Ansoff (1957) developed the Ansoff Matrix, which is a strategic planning tool and provides a frame-

work to help managers create strategies for future growth (Ansoff, 1957). It focuses on existing markets, 

new markets, existing products, and new products. The Ansoff Matrix includes four growth strategies which 

are categorized as market penetration, market development, product development, and diversification. The 
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first strategy, market penetration, attempts to provide growth by using existing products in existing markets. 

This can be accomplished by price changes, promotion, product changes or acquisitions. Secondly, market 

development focuses on providing growth through expanding to new markets with the same products. Such 

strategy can be accomplished by entering foreign markets, different customer segments, economies of scale 

and low psychic distance. The focal point of product development is to provide new products to an existing 

market. Investments in research and development, joint development and licensing are useful ways to 

achieve this strategy. Lastly, diversification, attempts to provide growth by introducing new products in 

new markets, and involves both product and market development. Diversification can be either related or 

unrelated and utilizes potential synergies between the firms existing and the potential new operation.  

2.11.11 PORTER’S GENERIC STRATEGIES 

“The essence of strategic positioning is to choose activities that are different from rivals” (Porter, 1996, 

p.8). Michael Porter (1980) developed the generic strategies model, which helps managers to choose how 

to compete in markets and describes how companies obtain competitive advantage across the chosen market 

scope (Porter, 1980). The model looks at four categories of generic strategies, which are categorized as: 

cost leadership, differentiation, cost focus, and differentiation focus. Firms should utilize their capabilities 

to pursue one of these four strategies provided in the model, to achieve a strategic position in markets, 

thereby setting them apart from competitors.  

The first strategy, cost leadership, aims to win a large market share by appealing to price-sensitive or cost-

conscious customers. Having a broad scope that focuses on a large number of customers, and some of the 

lowest prices in the market, will help to implement this strategy. The firm will look to take advantage of 

economies of scale and an example of a firm utilizing this strategy is Walmart. The second strategy, differ-

entiation, also aims to a gain large market share, but by differentiating their products or services from 

competitors. While firms utilizing this strategy are focusing on a broad number of customers, they will most 

likely charge a premium for their products or services and take advantage of uniqueness in offerings and 

brand management. Successful firms utilizing this strategy are Apple and Starbucks. Next, the cost focus 

strategy, aims to focus on a particular part of the market, and appeal to price-sensitive or cost-conscious 

customers. Therefore, firms seek a cost advantage in the chosen target markets or niche group, in other 

words, provide products or services at low prices to a niche market. Lastly, differentiation focus, concen-

trates on a particular part of the market or a niche group, by differentiating their products or services from 

competitors. This strategy will aim for a target group with specialized needs and firms often offer products 

or services at premium prices. Unique firm resources and capabilities will enable firms to satisfy such spe-

cific needs of the target customers and to implement this strategy. Porter (1980) has emphasized the 
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importance of not being ‘stuck in the middle’ of the generic strategies model, in other words, being in-

between and thereby using multiple strategies. Not utilizing one defined strategy spreads the firm’s re-

sources thin and makes it challenging to compete against competitors. Being stuck in middle may result in 

customers having a hard time understanding the firm’s offerings and their position in the market (Porter, 

1980). 

2.11.12 THE 4P’S MARKETING MIX 

In 1965, Neil Borden created the marketing mix paradigm consisting of the 4P’s, namely, product, price, 

place, and promotion. The paradigm was initially designed for manufacturing firms to consider when ad-

vertising their products but has since been expanded to a broader scope of companies. The framework’s 

aim is to identify the different market forces when marketers would prepare their marketing strategies 

(Borden, 1964). Borden’s (1965) aim was to incorporate the various elements of the marketing plan to 

provide a value proposition of the manufactured product to create a profitable operation. It was identified 

that the marketer’s decision on branding impact each component in the marketing mix, as these components 

all define the customers’ perception of the product.  

2.11.13 CUSTOMER SEGMENTATION 

An industry can be segmented across a broad variety of segmentation criteria, but these criteria always take 

the outset in consumer behavior insights gained from industry research and experience (Kotler, 2012). This 

point is further argued by how situationally dependent and thus behavioral segmentation criteria are more 

relevant to extract information from consumer segmentation than demographic criteria. According to Kotler 

et al. (2012, p. 174) it is possible to evaluate the quality-level of a segment by utilizing the M.A.S.D.A 

framework, which effectively reveals the Measurability, Accessibility, Substantiability, Differentiability, 

and Actionability of the customer segment. In regard to measurability, essentially what this means is that 

the market segment must be quantifiable. One method of addressing the issue of measurability, for example, 

would be to create a randomized survey capable of providing statistical inference through sample sizes and 

response rates that are representative of the broader population. The survey could ask respondents about 

their lifestyle, hobbies, and tastes, which could be turned into codified variables used in crosstabulation to 

identify profiles and number of customers that have similar overlapping variables. Ultimately, the approach 

depends on the underlying arguments and consistency over time, as the issue of measurability “is a common 

challenge for many firms, when pursuing more loosely defined segments” (Kotler et al., 2012, p. 174). In 

regard to addressing the issue of accessibility, the analyst must consider “how efficiently the firm’s products 

and services can be reached by the customers” (Kotler et al., 2012, p. 174). Essentially, the segment cannot 
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be one that is out of reach, whether that be geographically or otherwise. In regard to substantiality, for a 

customer segment to be considered a sufficiently substantial segment, it has to be “large or profitable 

enough to serve” (Kotler et al., 2012, p. 174). Essentially, this is saying that a segment must be large or 

profitable enough now as well as in the future. In terms of differentiability, there should be a high degree 

of homogeneity within the segment. This is essentially saying that segment criteria should be narrow and 

defined not broad and loose. To determine the actionability, it is necessary to evaluate whether marketing 

efforts are expected to be “effective to attract and serve the key segment” (Kotler et al., 2012, p. 174). 

Essentially, this means that the insights derived from the segmentation process should be ones that can 

drive action. 

2.11.14 ORGANIZATION CULTURE   

Simply put, Schein describes organizational culture as “The way we do things around here” (Schein, 1992). 

More specifically, it is “A pattern of shared basic assumptions that the group learned as it solved its prob-

lems of external adaption and internal integration, that has worked well enough to be considered valid and, 

therefore, to be taught to new members as the correct way to perceive, think, and feel in relation to those 

problems” (Schein, 1992). Schein points out that there are three distinct levels in organization cultures: (1) 

artifacts and behaviors; (2) espoused values; and (3) basic underlaying assumptions.  

These three levels can be best illustrated using the metaphor of an iceberg: the first level, artifacts and 

behaviors, is the visible top layer of the iceberg which is easily observable. In organizational culture, these 

are the tangible, overt elements in a culture which can be recognized by individuals who are not a part of 

the culture in question. Common artifacts include office jokes or dress code (Schein, 1992). The second 

level, espoused values, the part of the iceberg just beneath the water, are the rules of acceptable behavior 

and the stated values of the organization. It is how the organization and its members identify themselves 

and to others outside the organization. An example of this could be the organization’s mission and vision 

statement. Shared basic assumptions, the third and deepest level, are behaviors that are so well ingrained in 

the dynamics of the culture that they are usually taken for granted or done unconsciously. These assump-

tions can even be difficult for people within the organization to recognize. Although this model can be used 

as a framework to study organizational culture, Schein goes on to say that we can only make statements 

about elements of culture, not culture in its entirety (Schein, 1992).  

Having reviewed the body of relevant literature, this section will evaluate the potential viability of each 

theory in helping to test this thesis’s hypotheses 
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2.12 DELIMITATIONS AND THEORETICAL FRAMEWORK 

This section evaluates which theories are to be selected and deselected in order to construct the theoretical 

framework for testing whether conventional IB and marketing theories are capable of explaining how web-

based born globals internationalize and create competitive advantage. The section begins with the theories 

that are to be deselected before constructing the theoretical framework to be used. 

 

2.12.1 THEORIES TO BE DESELECTED 
This section outlines why certain theories from the literature review have been deselected from the theo-
retical framework. 

2.12.1.1 PORTER’S DIAMOND MODEL 

Porter’s diamond model is a tool that would be of value in analyzing the national industry in Denmark for 

home hydroponic gardens, however, the model does not account for the impact of informal institutions on 

the firm. Since this was determined to be a significant area of interest according to interviews with industry 

experts, the diamond model is deselected. Furthermore, the double diamond model provides a more holistic 

picture of the home market and host market characteristics. However, as HyggeHerbs is not planning on 

selling their product to the Chinese market at this time, they are more concerned with capturing market 

share in their home market of Denmark before considering expanding. Therefore, the double diamond 

model is not an ideal fit for the theoretical framework. 

2.12.1.2 CAGE 

Regarding the CAGE framework’s analytical usefulness, there does not seem to involve any in-depth anal-

ysis, therefore, the framework appears to provide more value as a type of data organizer to provide an 

overview for the different macro-level characteristics between Denmark and China. Thus, this framework 

will be used as such in the following descriptive setting section. 

2.12.1.3 HOFSTEDE’S CULTURAL DIMENSIONS  

Regarding Hofstede’s cultural dimensions, the theory focuses on the differences in cultures as its level of 

analysis. Therefore, it is determined that a better alternative for analyzing the impacts of culture on Hy-

ggHerbs’ context, is to utilize North’s theory of institutions.  

2.12.1.4 CUSTOMER SEGMENTATION 

Segmenting the customer base is an important exercise in defining a company’s target market for a partic-

ular product. Demographic criteria, such as age, gender, educational level, employment status, and income, 

could be factors which characterize HyggeHerbs’ target market. However, determining the significance of 
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these factors would require a more customer data and statistical analysis of a representative sample of the 

population, which is beyond the scope of this thesis but a potential area of further research. However, there 

is value in broadly identifying potential customer segments which HyggeHerbs can tailor their marketing 

efforts around. Therefore, the descriptive setting section outlines several segments that represent potential 

customer groups/profiles. 

2.12.1.5 ANSOFF’S GROWTH STRATEGIES 

Ansoff’s growth strategies are a list of four generic strategies for a firm to expand their business either via 

a new market or an existing market. However, there are two reasons why Ansoff’s theories does not fit into 

this thesis’ analytical scope. More specifically, due to the fact that HyggeHerbs has not yet begun business 

operations, it does not make sense to consider how the firm will expand into a new market segment before 

first analyzing how the firm will fair in its home market. Therefore, as the focus of this thesis is on Hygge-

Herbs launching its home hydroponic garden on the Danish market, Ansoff’s growth strategies is assessed 

to not contribute enough analytical value to the theoretical framework at this point in time. However, this 

could be an area for future research. 

 

2.12.1.6 ORGANIZATIONAL CULTURE 
Since HyggeHerbs is still in the startup phase, they do not yet have a formal organizational structure or 

culture to speak of. Therefore, Schein’s theory of organization culture cannot be applied to HyggeHerbs in 

any meaningful way. Instead, Schein’s notions of cultural artifacts, espoused values, and basic underlying 

assumptions are adapted to this thesis’ institutional framework analysis.  

 
 

2.12.2 THEORETICAL FRAMEWORK 
This section outlines why certain theories from the literature review have been selected to be in the theo-

retical framework. 

 

2.12.2.1 INSTITUTION THEORY & TRANSACTION COST THEORY 

From a conventional IB perspective, in order to identify the source(s) of a firm’s competitive advantage, 

the analyst would examine the external and internal factors impacting the competitive landscape, as well as 

firm-specific resources and capabilities. If we first consider the external factors, a top-down approach would 

begin by analyzing the institutional framework in China to determine how these factors impact HyggeHerbs. 

In the context of this thesis, the first sub-hypothesis is aiming to test whether the institutional framework is 

effective at reducing transaction cost, the focus is on the transactional exchange and not the individual. 
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Therefore, North’s (1991) institution theory emphasizes understanding the relationship between the formal 

and informal institutions and their impact on market drivers and transaction cost. Therefore, North’s insti-

tution theory capable of explaining both the informal and formal institutional constraints impacting the 

transaction cost HyggeHerbs would face by engaging in transactional exchanges. Furthermore, as Hygge-

Herbs’ business plan is to outsource production activities to a Chinese supplier, the scope of this portion of 

the overall analysis will focus on transactions made in China. Therefore, the use of North’s institution 

theory is delimited to analysis of the institutional framework in China.  

 

As a compliment to the institution theory analysis portion, Williamson’s transaction cost theory is used to 

determine HyggeHerbs’ optimal governance structure to mitigate transaction cost. However, as Hygge-

Herbs does not have departments that are performing intra-organizational transactional exchanges among 

themselves, it is not necessary to analyze the internal transaction cost and the risks attached to agency theory. 

Therefore, transaction cost theory is delimited to exogeneous transaction costs only. These include search 

and information, bargaining and decision, and policing and enforcing transaction costs.  

2.12.2.2 FIVE FORCES INDUSTRY ANALYSIS 

The logical next step of the top-down analysis of external factors is to analyze the industry forces impacting 

HyggeHerbs in their home market. To accomplish this, this thesis utilizes Porter’s five forces industry 

analysis framework in because of its general applicability and usefulness in illustrating the relationship 

between the various types of players in an industry. However, due to HyggeHerbs’ business model, the firm 

does not have any means of production themselves, rather they rely entirely on their supplier in China. In 

addition, no suppliers of home hydroponic garden exist in Denmark (REF), therefore, there is a necessity 

for HyggeHerbs to source the product from China or produce it themselves. Thus, the conventional five 

forces framework is lacking in its applicability to this type of business and context and must be altered 

accordingly. Therefore, the buyer bargaining power, threat of new entry, threat of substitutes, and compet-

itive rivalry components of Porter’s five forces framework, are representative of the industry forces impact-

ing HyggeHerbs in Denmark, whereas, the bargaining power of suppliers component represents suppliers 

in the Chinese market. This adaptation to the five forces model focuses the analysis on only the relevant 

industry players in HyggeHerbs’ context. Thus, enabling the framework to provide more analytical value.  

 

2.12.2.3 RBV & VRIO 

There are many theories trying to pinpoint why some firms consistently outperform others, many of them 

focus on both internal and external factors. In this thesis the RBV is used as a specific tool to comprehend 
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and assess the internal capabilities of the case company, HyggeHerbs. The RBV also considers future in-

formation, e.g., resource valuation, as being unevenly distributed. Meaning, not all players in the industry 

will be equally competent in assessing the value of future resources. This will impact how well firms can 

utilize their resources and establish a periodic sustainable competitive advantage compared to their com-

petitors (Kraaijenbrink, Spender, & Groen, 2010). This firm-level analysis is useful within the context of 

this thesis as it will provide insight into what firm-specific resources and capabilities HyggeHerbs has and 

what it is lacking in relation to the firm’s ability to create a competitive advantage.  

2.12.2.4 OLI MODEL & TRANSACTION COST THEORY 

Within the context of this thesis, the OLI framework is capable of unveiling if HyggeHerbs’ has any assets 

that transferrable to the context of business activities in China. In addition to these non-location bound 

assets, this will help to illustrate which resources and capabilities are necessary to develop before interna-

tionalizing. Furthermore, the locational advantages component of the OLI will help in identifying if there 

are any location-bound resources that HyggeHerbs is capable of taking advantage of by entering the Chinese 

market. Coupled with the OLI framework, transaction cost theory can serve as an additional complement 

by illustrating how market characteristics and transaction cost impact HyggeHerbs’ internationalization 

decisions. Therefore, as part of this thesis’s theoretical framework, the OLI framework is used to comple-

ment the RBV and VRIO frameworks.  

2.12.2.5 COMPETITOR BENCHMARK ANALYSIS 

Porter’s generic strategies (1980) are useful to this thesis’s analysis by providing insight into the strategies 

being used by HyggeHerbs’ main competitors in Denmark. This information will help determine if Hygge-

Herbs’ brand positioning is aligned with the resources and capabilities of the firm and if the strategy is 

capable of competing with established firms. The finding from this portion of the analysis also complement 

later on in the 4P’s marketing mix analysis. This is because the generic strategy that HyggeHerbs adopts 

will position the brand in the eyes of the customer, which will have an impact on product-level considera-

tions via the 4Ps marketing mix. A concrete example of this would be if a firm targets the luxury market 

segment, thus, this would naturally put the company in a high price/high quality position. In this case, this 

strategy would have implications for the 4Ps analysis in such that, the price would be high, which in turn 

has implications on the product (high quality), the place (must bestow the customer with a sense of quality 

or luxury), and the promotion (promotions would likely not be in the form of discounts, rather they would 

aim at increasing the customer’s perceived value of the product).  
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Therefore, the 4Ps marketing mix will be used in combination with Porter’s generic strategies to create a 

competitor benchmarking framework. This will then help illustrate which areas of the marketing mix are 

important for HyggeHerbs to focus on based on their target market’s characteristics. 

 

Figure 7 provides a visual aid to how theories are combined to form this thesis’s analytical framework. 

With the theoretical framework established, this concludes the delimitations section. The next section shifts 

the discussion to relevant data and contextual information that aided in this thesis’ analysis. 

 

 
FIGURE 7. THEORETICAL FRAMEWORK. AUTHOR’S ADAPTATION OF MICHAEL JAKOBSEN’S WORK (JAKOBSEN, 2014) 

3 DESCRIPTIVE SETTING & DATA 
This section lays out the contextual backdrop and data, which is analyzed through the lens of the theoretical 

framework in the analysis section. This section starts by providing information about what home hydro-

ponic gardens are, HyggeHerbs as the case study company for this thesis, and competitors on the Danish 

market. Following that is contextual information regarding a comparison of country characteristics in Den-

mark and China, which is later also used within the institutional analysis. For this purpose, the Cultural, 

Administration, Geographic, Economic (CAGE) distance framework is used as a data organizing tool. Af-

terwards, industry-specific information about the home hydroponic garden and the gardening equipment 

industry in large is laid out to provide context for the industry analysis that follows in the analysis section. 

Interwoven in these sections are excerpts and quotes gathered from in-depth interviews with industry 
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experts, which provide evidence of certain phenomena related to the market factors impacting firms like 

HyggeHerbs, as well as data gathered from customer surveys in the Danish market.   

3.1 HOME HYDROPONIC GARDENS 

Home hydroponic garden kits are products that enable customers to grow fresh herbs, vegetables, and/or 

flowers in their homes all year around. The indoor garden makes it easy for consumers to grow plants at 

home that are free from GMOs and pesticides. All the customer has to do is place the plant seeds in growing 

pods, add water to the base of the unit, plug in the unit to an electrical outlet, and wait for their plants to 

grow. 

 

The product itself is a plastic box base that holds water which the plants are grown in hydroponically (with-

out soil). The base holds the plants in a position that allows them to grow their roots in the water and has a 

sensor to indicate when the water level is low and needs to be refiled.  Attached to the base are two arms 

that suspend a grow light above the base. The grow light has a spectrum of light that simulates sun light 

and is ideal for growing plants. Attached to the light is a timer that automatically turns on and off to provide 

the plants with the optimal amount of light for them to flourish. 

 
FIGURE 8. ILLUSTRATION OF A HOME HYDROPONIC GARDEN (CLICKANDGROW.COM, NO DATE B) 
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3.2 CASE STUDY COMPANY: HYGGEHERBS 

For the purpose of this thesis, HyggeHerbs was conceptualized a as proxy for a real web-based born global 

company. This was done better understand how a company like HyggeHerbs would engage in international 

business between Denmark and China for a non-equity startup. Thus, HyggeHerbs represents a proxy for a 

Danish dropshipping company selling home hydroponic gardens to the Danish market.  

 

HyggeHerbs is a web-based startup in Denmark whose mission and vision are to eliminate plastic waste 

caused by single-use herb pots and to be the number one source of home hydroponic gardens for consumers 

in Denmark. Although due to HyggeHerbs’ web-based business they can be considered a born global com-

pany, HyggeHerbs has no prior international business experience. Therefore, the company is using the 

Danish market as an initial testing ground for the new business. To do this HyggeHerbs is seeking to form 

a partnership with a wholesale supplier capable of exporting product from China in order to sell home 

hydroponic gardens on the Danish market. HyggeHerbs offers their product via their online web shop, 

which serves as a platform facilitating a transaction between a buyer in Denmark and a wholesale supplier 

in China. The difference between the wholesale price of the product and the retail price that HyggeHerbs 

sells it to the customer for is their gross profit margin. It is therefore within HyggeHerbs’ incentive to 

market and promote the product in a way the increases the perceived customer value.  

 

Therefore, HyggeHerbs’ dropshipping business model is as follows: HyggeHerbs reaches their target audi-

ence through affiliate marketing and social media advertisements with the purpose of pulling customers 

onto their web shop. The customer then places their order with HyggeHerbs, which is then forwarded their 

supplier in China. The Chinese supplier receives the order and ships the product directly to the customer 

rather than to HyggeHerbs first. Thus, HyggeHerbs holds no product inventory.  

 

In order to compete with existing home hydroponic garden products on the market, HyggeHerbs is explor-

ing the possibility of launching an alternative product that is made from bamboo—an environmentally-

friendly material—and does not restrict the customer in what seeds they can use. In addition, HyggeHerbs’ 

product will be priced lower than existing products on the Danish market. The wholesale price that Hygge-

Herbs would pay for the product is a maximum of 79 USD per unit, however, the supplier is open to nego-

tiations (Alibaba.com, no date b). HyggeHerbs’ top competitor, Click&Grow is selling their alternative 

product, the Smart Garden 9, for 199 USD. Therefore, HyggeHerbs is considering selling their home hy-

droponic garden for 139 USD. 
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FIGURE 9 DROPSHIPPING BUSINESS MODEL. IMAGE CREDIT: HTTPS://WWW.SHOPIFY.COM/BLOG/WHAT-IS-DROPSHIPPING 

 

3.3 SUPPLIERS  

In order for HyggeHerbs to sell their product on the Danish market, they plan on sourcing a product from 

a supplier in China. According to Staffendt & Siebachmeyer, identifying a supplier in China is a relatively 

simple task of searching on the business-to-business platform Alibaba.com or networking at trade shows. 

However, the abundance of many suppliers is both a blessing and curse since it makes the task of evaluating 

suppliers a bigger and more complex task (‘Author’s interview, Staffendt’, 2020).  

 

Search results for ‘home hydroponic garden’ on Alibaba.com returns 535 potential suppliers to choose from. 

Filtering the list to only include suppliers that have the ‘trade assured’ and ‘verified supplier’ accreditation 

returns 106 potential suppliers. This however is a combination of plastic and bamboo suppliers. By defining 

the search query to ‘home hydroponic garden bamboo’ the number of potential suppliers stand at 16 (see 

appendix 8.3). Thus, there are a reasonable number of suppliers in China that can provide a home hydro-

ponic garden made from bamboo. These Chinese products fulfil the same function as the products that are 

currently available on the market, while being made form a sustainable material and less expensive. One 

supplier in particular, Shenzen Avatar Optoelectronic Technology co., ltd is a manufacturer in Shenzen, 

China and a licensed exporter who is capable of supplying the indoor hydroponic made from bamboo at the 

wholesale price of 79 USD, but is willing to negotiate on price (Shenzhen Avatar Optoelectronic 

Technology Co., no date). Furthermore, the supplier is also capable of making superficial changes to the 

product, such as applying HyggeHerbs’ logo, brand name, and packaging. International shipping from 

China takes 5-7 days with a lead time of 7 days and costs an addition 67 USD to ship to the Denmark. 
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3.4 COMPETITORS  

In Denmark, there are three sellers of home hydroponic gardens that make up the majority of the market. 

The first is Click and Grow, a company from Estonia specializing in indoor home gardens. Click and Grow 

is the dominant product on the market. The Click and Grow provides all features of an indoor garden while 

also having a smartphone application that provides gardening information and advice as well as keeps track 

of which plants are in the customer’s garden, which sets it apart from alternative products on the market. 

The Click and Grow can be purchased through several channels such as online via their proprietary website, 

on Amazon UK, as well as on Humac.dk and in select Humac stores. The Click and Grow is made from 

plastic materials and is available in three sizes: The Smart Garden 3 which can grow 3 plants at a time and 

costs 99 USD/EUR, the Smart Garden 9 which can grow 9 plants at a time and costs 199 USD/EUR, and 

the Smart Garden 27 which can grow 27 plants at a time and cost 599 USD/EUR. The Click and Grow can 

only be used in combination with their proprietary seed pods, which is why they claim to be the “Nespresso 

of home gardening.” These seed pods can be purchased at an addition cost by the customer 

(Clickandgrow.com, no date a).  

 

The second major competitor in the Danish market is Vitality4Life, a company from the UK which special-

izes in kitchen and electronic appliances focused around supporting a healthy lifestyle. Vitality4Life’s in-

door home garden is called and Vegebox. The Vegebox is available in a large, medium, or small model: 

The large Vegebox can grow 28 plants at a time, the medium can grow 12 plants at a time, and the small 

Vegebox can grow 9 plants at a time. The Vegebox provides all of the same basic features found in an 

indoor home garden. However, one feature that sets the Vegebox apart from competitors is their smart 

stacking design, which allows the consumer to stack multiple Vegeboxes on top of each other to save space 

in their homes. The Vegebox is available through Vitality4Life’s website or on Amazon UK and costs 242 

Euros for the large model, 198 euros for the medium model, and 102 euros for the small model (Vitality4Life, 

no date). 

 

The third competitor in the Danish market is AeroGarden. AeroGarden is a firm from the USA which 

specializes in premium home garden systems. The AeroGarden is available in four sizes ranging from extra-

large which can grow 24 plants at a time and is priced at 600 USD, to medium which can grow 9 plants at 

a time and costs 299 USD, and a small model which can grow 3 plants at a time and costs 99 USD 

(AeroGardens, no date). Like the Click and Grow, the AeroGarden uses their own proprietary seed capsules 

which must be bought through them. The AeroGarden is available from their website or through Amazon 

UK. 
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The fourth competitor on the Danish market is Amazon UK. Merchants selling on Amazon UK offer prod-

ucts that are the same or similar to the unbranded home hydroponic gardens available on Alibaba.com. 

These merchants typically offer small garden models that can grow around 3-6 plants at a time and are 

priced in a range of 35-59 USD (Amazon.co.uk, no date). 

 

3.5 POTENTIAL CUSTOMER GROUPS  

Based on the utility of the product, customers who purchase a home hydroponic garden, could be broadly 

categorized into four profiles: hobbyist gardeners, families with children, amateur chefs, plant nurseries, 

sustainably-conscience individuals, and Schools. The Hobbyist gardener customer profile are customers 

that enjoy spending a portion of their free time growing and taking care of plants. This segment would 

likely purchase a home hydroponic garden to enable them to grow their plants indoors because certain 

plants can only be grown under the right environmental conditions or because they lack the growing space 

needed to grow plants outdoors. The families with children segment are parents who want to ensure that 

their food is high quality, organic, and free of GMO. These are individuals who are concerned about climate 

change and want to grow their own food locally in order to reduce their carbon footprint. The Amateur chef 

profile are customers that value using fresh herbs and seasoning in their dishes, but do not have an outdoor 

garden. This segment would likely purchase a home hydroponic garden in order to have access to fresh 

herbs on-demand and throughout the year. The plant nursery segment are businesses that grow plants to be 

sold to customers in their brick-and-mortar shops. These business customers would likely purchase the 

home hydroponic garden to be able to grow certain plants under specific environmental conditions or to 

resell the product to customers who visit the shop. The School segment are public or private education 

institutions. These institutions would likely purchase a home hydroponic garden for the purposes of edu-

cating children about nature and biology topics in a classroom setting.   

 

The key issue with the indoor gardens that are currently being offered on the Danish market is that they are 

expensive, made from plastic, and force the consumer to purchase seed capsules from the manufacturer 

rather than having the freedom to use third-party seeds. This leads to the question of whether there is space 

in the market for alternative products that fulfil the same function but through different means that appeal 

more to certain market segment. For example, instead of using plastic as a building material for the product, 

using a more sustainable material such as bamboo in order to reduce the environmental impact of plastic 

waste and appeal to a more sustainable-conscience consumer segment. In a web survey that measured the 

motivations in Denmark for using recycled material or products in their home or garden, 70% answered 

that saving money was their motivation, while 46% answered that doing something to protect the 
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environment (see appendix 8.2) (Statista, 2019b). Therefore, HyggeHerbs target customer is likely one that 

is environmentally conscience and price sensitive. In Denmark, the home and garden and flowers/plants 

product category made up 16.6 million online purchases in 2018, topped only by movies, books, games, 

and toys (24.47 million) and clothing, footwear, jewelry (41.19 million) (see appendix 8.2) (Statista, 2019a).  

 

Regarding consumer opinions of the home hydroponic garden products available in Denmark, 50% of con-

sumers in the first survey answered that they liked the sustainable home hydroponic garden a great deal 

(Author’s survey of Danish consumers, 2020). However, 50% of survey recipients answered that they do 

not see a reason to use the sustainable home hydroponic garden, but 37.5% also said that they were ex-

tremely likely to purchase the product (see appendix 8.4) (Author’s survey of Danish consumers, 2020).  

 

In the second consumer opinion survey, respondents were given more information about the product, such 

as price, size, build material, etc. (see section 2.7). 50% of respondents answered that they liked the sus-

tainable home hydroponic garden a great deal (see appendix 8.4 (Author’s survey of Danish consumers 

2020). Furthermore, 50% of respondents answered that they had a strong need for the sustainable home 

hydroponic garden while 50% answered that they had no need for the product (Author’s survey of Danish 

consumers 2020). Lastly, on average, respondents answered that they expected to pay roughly 47 USD for 

the product (Author’s survey of Danish consumers 2020). 
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3.6 CAGE DISTANCE IN DENMARK AND CHINA 

This section uses the CAGE framework to outline country-specific differences between Denmark and China 

that are relevant to international business. Table 1 illustrates shows a comparison of Denmark and China, 

which is elaborated on in the sequential sub-sections.  

 
TABLE 1. CAGE COMPARISON OF DK AND CN. SOURCE: (CORRUPTION PERCEPTIONS INDEX 2018 - TRANSPARENCY INTERNATIONAL, NO DATE; WORLD BANK, 

NO DATE; MARKETLINE, 2018, 2020) 

CAGE Denmark China 

Cultural  x Majority languages: Danish, English 

Minority languages: Arabic, other 

x Weak prevalence of informal institutions in 

business  

 

x Majority languages: Chinese (Mandarin), 

Chinese (Cantonese) 

Minority languages: English, other 

x Strong prevalence of informal institutions 

in business 

Administrative 
 

x Parliamentary constitutional monarchy/Scandi-

navian welfare state 

x Strong functioning institutions 

x Corruption rank: 1 out of 180 countries 

x Currency: Danish Krone (DKK) 

x Communist state 

x Weak functioning institutions 

x Institutional voids 

x Corruption rank: 80 out of 180 countries 

x Currency: Chines Yuan (CNY) 

Geographical x Region: Western Europe 

x Population: 5.8 million 

x Region: East Asia 

x Population: 1.4 billion 

Economic x Developed/advanced mixed economy with 

moderate influence from government. 

x Slight GDP growth in 2018 (1.42%), 2019 

(1.74), and 2020 (1.67) 

x Per capita income: USD52,001.6 

x Easy of doing business rank: 4 out of 190 

countries 

x Emerging/Transitional socialist market 

economy. 

x Heavily influence by government. 

x GDP growth slowdown in 2018 (6.60%), 

2019 (6.15), and 2020 (5.83%, fore-

casted). 

x Received the second largest FDI in 2018 

after the US (UNCTAD). 

x Per capita income: USD19,843.64 

x Ease of doing business rank: 31 out of 190 

countries. 

 
 
 
3.6.1 CULTURAL DISTANCE 
Cultural distances exist between Denmark and China due to differences, such as different languages spoken 

in each country. This potentially can make is more difficult for Danish and Chinese countries to communi-

cate and engage in business together. However, as Siebachmeyer states, language is not so much of a cul-

tural issue because many Chinese people these days can speak English well enough to do business with 

them (‘Author’s interview, Siebachmeyer’, 2020). Otherwise, firms can reduce or overcome the language 

barrier by hiring their own native speakers or by enlisting language interpreting services from a third party. 
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These methods serve to reduce the cultural distance felt by firms engaging in international business between 

Denmark and China. There are, however, other cultural differences besides language that are more of a 

challenge to overcome, according to Siebachmeyer and Staffendt. They state that it is necessary to under-

stand the informal institutions such as social norms, values, and behaviors that are at work in China. These 

factors can cause misunderstandings and ineffective communication in the best-case scenario and oppor-

tunism in the worst. For example, Staffendt mentions that Chinese suppliers are not as direct as in the west, 

which led to cases where deadlines were not met because the supplier was more concerned about ‘losing 

face’ if they had communicated that there was a problem (‘Author’s interview, Staffendt’, 2020).  

 

3.6.2 ADMINISTRATION DISTANCE 
The administrative distances between Denmark and China also pose a challenge for firms wanting to engage 

in international business. For example, China’s institutional framework is defined by the presence of insti-

tutional voids and weak functioning formal institution (A. Witt, Redding and Hutchinson, 2015). One con-

sequence of this is China’s higher corruption rank compared to Denmark (Transparency.org, no date). High 

corruption in a country can make it harder for foreign firms to navigate the system because the rules of the 

game are not as transparent or require behavior that is considered immoral, but which is considered an 

accepted social norm in the host country. Here, Siebachmeyer states that often it is common and sometimes 

necessary to give a gift, “such as a bottle of whiskey,” to a Chinese business associate or government rep-

resentative to get their cooperation (‘Author’s interview, Siebachmeyer’, 2020). However, Staffendt also 

mentions that these kinds of cultural challenges are not as much of a matter with business partners who you 

have worked with for many years as there is a certain amount of trust built between both parties. 

 

3.6.3 GEOGRAPHIC DISTANCE 
Another distance between Denmark and China is the physical distance between the two countries. This can 

make it harder for a company in Denmark to do business with a company from China because, as stated by 

Staffendt and Siebachmeyer, it is often necessary to meet face-to-face with the supplier to discuss the scope 

of the partnership. “I think it's always important to have someone on the ground it's difficult to do business 

just by sitting in an office here [in Europe]. And then maybe thinking about doing everything by internet to 

everything by phone. I think it's difficult” (‘Author’s interview, Staffendt’, 2020). From Siebachmeyer’ 

experience “it was necessary because when we met our agent, we often talked about the development. And 

if you see somebody's face-to-face, it's more easy and you also have the product and you tell him your idea. 

And for us, it was often easier to communicate” (‘Author’s interview, Siebachmeyer’, 2020). For firms in 

Denmark, the geographic distance to China is a comparatively far to travel, which can mean a significant 

cost for a non-equity firm depending on the frequency.  
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3.6.4 ECONOMIC DISTANCE 
In terms of the economic distance impacting international business between Denmark and China, China’s 

heavy state influence in the economy is a factor worth noting. China actively endorses and funds many 

state-owned enterprises (SOEs), which creates national champions (A. Witt, Redding and Hutchinson, 

2015). These SOEs do not play by the same rules as other firms in the market, often receive preferential 

loans, and have the backing of the Chinese Communist Party (CCP) via the State-owned Assets Supervision 

and Administration Commission of the State Council (SASAC) (SASAC, no date). This preferential treat-

ment shifts the playing field in their favor and giving them an unfair advantage. 

 

Another factor is the difference in per capita income. This means that the average consumer in China has 

less income compared to the average consumer in Denmark. This can mean that the price consumers are 

willing to pay for a product in Denmark is likely to be higher than in China. Although difference in popu-

lation size means that the customer-base in Denmark would likely be smaller than in China.  

3.7 THE HOME AND GARDEN MARKET IN DENMARK 

In order to get a fuller picture of the industry and market HyggeHerbs is planning to enter, this section will 

outline the market characteristics of the Scandinavia home and garden market while giving special attention 

on the Danish market segment. In 2018, the home and garden market in Scandinavia as a whole, grew by 

2.9% to equal a total revenue of $27.9 million. Projections to 2023 show that growth will continue to rise, 

increasing by 14.6% in the 5-year period and equaling a total revenue of $31.9 million. The Danish segment 

of the home and garden market made up 14.9% of the total market in 2018. The Denmark market had a 

compounded annual growth rate (CAGR) of 3.1% and total revenues reached $4.2bn in 2018 (Marketline, 

2018). Of this, in 2018 the ‘Homewares’ and ‘Gardening and Outdoor Living’ market category segments 

make up 27.3% and 15.1%, respectively, which accounted for $7.6bn and $4.2bn, during the same period 

respectively. The market has benefitted from Danish bank Jyske Bank introducing a negative interest rate 

mortgage which stimulated home-buying. These homeowners are more likely to invest in home improve-

ments to increase the value of their homes. Furthermore, the regional influence of IKEA has helped to 

establish a strong DIY (do-it-yourself) culture, which contributes to the sales of home and garden products. 

Market forecasts also speculate an increase in growth in the future, with projections estimating a CAGR of 

2.2% and total revenues reaching $4.6bn in Denmark between 2018 to 2023 (Marketline, 2018). This 

growth is thought to come from a growing population, number of households, and a general rise in the trend 

towards sustainability (Euromonitor, 2020). More specifically, sustainability has become a key trend in the 

home and garden market, as it has in many other industries. Products that cater to this segment satisfy the 

environmentally friendly needs of consumers, which as incentivized the emergence of new product 
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developments either to the product or packaging in order to emphasize the product’s sustainable aspects 

(Euromonitor, 2020). One example of this, are firms that use sustainable or recycled materials in their 

products or packaging. Another method of accommodating environmentally friendly consumers’ desires is 

through eco-certification, such as the Nordic Swan Ecolabel. Thus, promoting evidence that a product meets 

a certain standard. Additionally, home and garden products that emphasized Nordic qualities “resonates 

with consumers, making local market players in Nordic countries trusted and more attractive to consumers” 

(Euromonitor, 2020).  

 

Within Scandinavia, ‘Home improvement and gardening specialists’ were the dominating distribution chan-

nel for home are garden products according to market value in 2018 (Marketline, 2018). According to 

Euromonitor, seeing the products in real life and having multiple product at the same place is a convenience 

that consumers appreciate (Euromonitor, 2020). E-commerce as a distribution channel has, however, shown 

growth and is expected to continue to grow. “The ability to access an online shop from home as well as 

getting the products delivered are advantages of e-commerce that consumers appreciate” (Euromonitor, 

2020). By having exclusive discounts and product webpages where customers can view images of the prod-

uct from difference angles and use scenarios, helps to offset the consumer’s want to view the product in 

real life.  

4 ANALYSIS 
The analysis section combines the theories outlined in the delimitations section to create a framework that 

is capable of explaining whether HyggeHerbs is capable of executing its business model. This section will, 

therefore, analyze the contextual data outlined in the descriptive setting section through the lens of the 

theoretical framework. The section starts by analyzing the institutional framework in China with the objec-

tive of determining how the setup impact’s HyggeHerbs’ transaction cost. Afterwards, the scope narrows 

to focus on the home and garden industry and how the industry characteristics impact the attractiveness for 

HyggeHerbs. From that point, the analysis looks internally at HyggeHerbs’ firm-specific resources and 

capabilities and if any of them are sources of competitive advantage. From there, HyggeHerbs internation-

alization capabilities and motives are analyzed within the context of the Chinese market. Afterwards, the 

focus of the analysis moves to competitive benchmarking and HyggeHerbs’ strategy and marketing mix for 

competing in the Danish market. Lastly, the culmination of internal and external factors is then summarized 

in a SWOT framework. 

4.1 INSTITUTIONAL FRAMEWORK & TRANSACTION COST IN CHINA 
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This section starts off by setting the scene of institutional theory within the general context of a foreign firm 

operating in the Chinese market before narrowing in on the specific context of HyggeHerbs in China.  

 

The purpose of formal institutions in the economy is to reduce the agent’s uncertainty by alleviating ambi-

guity around the rules of the game, thereby, reducing transaction cost. However, as the formal institutions 

are made up of individuals, the informal institutions, such as socially acceptable norms, values, and behav-

iors, are inherently embedded into the culture of the individual, thus, these same beliefs held about the 

world are naturally rooted in the formal institutions. Where there are effectively functioning formal institu-

tions, there is less need to rely on informal institutions because there are clear rules to the game. Further-

more, when formal institutions function effectively, there is more trust in the system to work as intended, 

which creates a positive feedback loop enabling the formal institution to indeed function better.  

 

However, where there are voids within the formal institutions, the opposite is true, and the informal insti-

tutions become the dominant means of reducing uncertainty. This causes ambiguity and makes it more 

difficult for the outsider to navigate the subtle minutiae of the culture. To translate this notion to the scenario 

of that of a firm in a foreign market: By not being capable of navigating the local culture and business 

system, the firm will likely incur increased transaction costs or fail to claim a foothold in the market. This 

is due to liability of foreignness, which is the inherent disadvantage that foreign firms experience in host 

countries because of their non-native status (Zaheer, 1995). Furthermore, for a cultural outsider, the formal 

institutions are easier to identify because there are artifacts and espoused values linked to a social phenom-

enon (Schein, 1992). Within a formal context, artifacts and espoused values can be thought of as official 

information that is readily available to outsiders, such as information regarding public holidays like Chinese 

New Year’s where virtually all business shut down for approximately seven days (Chinese New Year | 

Summary & Facts | Britannica, no date). However, the basic underlaying assumptions are much harder for 

an outsider to detect because they are learned over time from being integrating within the insider culture 

(Schein, 1992). For a foreign firm to acquire this knowledge would mean that they either develop 

knowledge internally, procure these knowledge and/or capabilities from the market, or link up to a local 

network.  

 

If the firm is to develop these capabilities internally, it means that they will need to devote resources to 

these initiatives upfront. Therefore, they must have access to the necessary financial and human capital to 

develop their own capabilities.  
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Alternatively, the firm can procure consultation from a firm that is experienced in that market. However, 

as consultation is a service, the product is produced and consumed at the same time. Hence, if the firm 

intends on making frequent future transactions in the market, consulting services would need to be pur-

chased again each time, meaning that transaction cost is relative to the frequency and sophistication of the 

transaction. In this scenario, the risk profile is shifted by spreading costs over a longer period of time. 

However, by not developing the capabilities internally, the firm can become dependent on the market. Thus, 

as firms will seek to mitigate costs as much as possible, the decision of whether or not to internalize the 

activity, is a trade-off based on the frequency and sophistication of the transaction and the importance of 

the activity to the core business. For example, it is often more cost efficient for firms to internalize transac-

tions that are frequent, highly sophisticated, or a core competence of the business. If the opposite is true 

and there is an effective factor market, it may be preferable to rely on the market for these inputs. 

 

However, firms are not lone wolves in the sense that they exist in a vacuum; they exist as part of a network 

of stakeholders ranging from customers and competitors to governments and trade organization, etc. Di-

Maggio et al. (1983) describe the network phenomena as an organizational field in which institutional 

frameworks develop and diffuse via network ties (DiMaggio and Powell, 1983; Deephouse, 1999). Thus, 

if a firm does not have the financial or human resources to develop their capabilities internally or pay a 

consulting house for their expertise, they may be able to alleviate their liability of foreignness and transac-

tion cost by establishing ties with a local business network. Peng and Zhou (2005) outline that business 

networks in Asian change in strength and content in relation to institutional framework and transition (Peng 

and Zhou, 2005). The significance of this is that institutional transitions impact governance structure and 

thus business network strategies and network practices in terms of strength and content. Content in this 

context refers to the matter and rational for the network tie. For instance, during the early phase of institu-

tional transition, government plays more of a central role in controlling resources and intervening in busi-

ness, as well as there being more uncertainty around regulations and policies. Thus, the content of network 

ties tends to be predominately business-to-government (B2G) relationships. Whereas in the late phase of 

institutional transition where legal frameworks are more comprehensive and effective, business-to-business 

network relationships are dominate. Strength in this context refers to the degree of rule-based network ties, 

which varies depending on the phase of the institutional transition. For instance, during the early phase of 

institutional transition network relationships are predominately based on strong personal ties rather than 

impersonal, rule-based, and arm-length relationships are the predominate networks.  

 

Therefore, since China appears to be in an early or intermediate institutional transition phase, the predom-

inant type of business network relationships would be B2B and B2G relationships based on strong 
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interpersonal ties. For example, in China a guanxi1 is a type of interpersonal network relationship built on 

trust. The method of how to build trust with a Chinese partner is a matter of navigating culture, which must 

be learned through a combination of proximity and tacit knowledge spillovers. For instance, a foreign firm 

that has never done business in China before, would likely not know that it not uncommon to ‘court’ a 

Chinese business associate for several weeks and sometimes longer, taking them out to dinners and giving 

gifts to gain their trust.  

 

4.1.1 HYGGEHERBS WITHIN A CHINESE CONTEXT 
An emerging economy such as China, is typically defined by institutional voids, low trust, and a strong 

dependence on informal institutions (Peng and Meyer, 2011). Within the context of Asian societies, rela-

tional embeddedness holds great prevalence in society and business (Peng and Zhou, 2005). For instance, 

guanxi, a Chinese cultural norm of relationship building through gift-giving and personal favors, is common 

practice in Chinese business (Peng & Meyer, 2011). However, from a western perspective, gift-giving, 

especially in the form of cash, is taboo and seen as a form of corruption. As shown in Table 1, China has a 

comparatively high corruption score, which can make it complicated for HyggeHerbs to build trust with 

their Chinese counterpart, since it would likely involve going to China and having many face-to-face meet-

ing to prove that they mean business and are serious about creating a long-lasting business partnership. 

 

For HyggeHerbs, institutional voids in China make it harder for the firm to navigate the business system 

because of the need to acquire knowledge of Chinese culture to supplement for the lack of transparency 

around the rules of the game. Furthermore, according to Staffendt, institutions vary greatly region to region 

in China. The need to develop tacit knowledge in order to do business effectively, as well as the regional 

difference in institutional efficacy also likely plays a part in explaining China’s low ease of doing business 

score (World Bank, no date). These factors contribute to HyggeHerbs cost of making economic transactions 

in China. For example, in searching for the right supplier, bargaining, and policing contracts.  

 

Siebachmeyer and Staffendt point out, the sheer abundance of suppliers in China make it easier for Hygge-

Herbs to identify potential suppliers. This would seemingly lower HyggerHerbs’ transaction costs attributed 

to search and information, however, Staffendt emphasizes that having a myriad of possible suppliers is both 

a blessing and a curse because it takes more effect, and therefore cost, to evaluate many suppliers as opposed 

to a few (‘Author’s interview, Staffendt’, 2020). In addition, firms often underestimate the cost of screening 

external knowledge because their capacities for screening is limited (Laursen and Salter, 2006; Salter, 

 
1 ‘Guanxi (pronounced gwon-she) is a Chinese term meaning "networks" or "connections" that open doors for new business and facilitate deals. A person 
who has a lot of guanxi will be in a better position to generate business than someone who lacks it.’ (Investopedia, no date) 
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Criscuolo and Ter Wal, 2014). This increases the likelihood of making erroneous choices. Therefore, 

screening for a supplier would likely involve high search and information transaction cost, unless Hygge-

Herbs’ Chinese contacts can introduce them to their local network. This would likely mean going to China 

and making connections with local business contacts there. Then, in this case, the local network would be 

able to share their knowledge with HyggeHerbs, propelling them up the learning curve, reducing transaction 

cost, and alleviating their liability of foreignness.   

 

Once HyggeHerbs has evaluated the potential suppliers on the market and selected one, they would then 

enter into contract negotiations. Siebachmeyer notes that standard contracts which define terms related to 

the general product specifications, quantity, price, and delivery, are readily available on through 

Alibaba.com, which would make it easier for HyggeHerbs and reduce their bargaining and decision trans-

action costs. However, Siebachmeyer goes on to say that if a firm wants to adapt the product in some way, 

this would require a more detailed contract, which would then increase bargaining and decision transaction 

cost. However, through a local network, HyggeHerbs can learn from their experience in the market, which 

would alleviate the cost of developing these resources and capabilities themselves and reduce their liability 

of foreignness and transaction cost.  

 

Another transaction cost related to contracts that could impact HyggeHerbs are policing and enforcement 

costs. In the case that the supplier is in breach of the contract, HyggeHerbs would need to identify the 

breach, make the supplier aware, and potentially, take legal action. Furthermore, the cost of identifying if 

the product lives up to the standards stated in the contract increases relative to the sophistication of the 

product specifications. For example, if HyggeHerbs were to design their own product, they would first need 

to develop their own internal capabilities to drive this activity. In addition, if the product is more complex, 

this would also increase the complexity of HyggeHerbs screening of suppliers who are capable of producing 

a more technologically complex product (Felin and Zenger, 2013). In which case, HyggeHerbs would also 

likely need to provide the supplier with their own product design, pay for any necessary costs related to 

adapting the manufacturing process, and file for a patent. In China the IPR is a first to file system, meaning 

that if the original product designer does not file for a patent before another firm in China, then they lose 

claim to those intellectual property rights in China (Zhao, 2020). In the case of a legal dispute, according 

to Staffendt, the judicial system in China seems to favor Chinese firms in disputes with foreign companies. 

This case would thereby increase HyggeHerbs’ policing and enforcing transaction costs. 

 

However, HyggeHerbs would likely not need a thoroughly detailed contract because the produce is for the 

most part standardized, and therefore, only minor adjustments would need to be made to the product, such 
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as using the HyggeHerbs brand logo and packaging on the product. This would help to reduce their bar-

gaining and decision and policing and enforcement transaction cost. However, as mentioned above, the 

relationship between the formal and informal institutions means that the informal institutions permeate into 

all social and economic transactions. This means that HyggeHerbs would also need knowledge of how 

bargaining, contracting, and the general legal system works in China. However, since HyggeHerbs lacks 

the resources to develop these capabilities on their own right now, they should seek to link up with a net-

work that can share their knowledge and experience with HyggeHerbs.  

 

Therefore, the institutional framework in China impacts HyggeHerbs in the form of two types of costs. The 

first cost being HyggeHerbs’ the lack of knowledge and experience in the market. This means that Hygge-

Herbs would have higher transaction costs associated with evaluating and choosing a supplier. Furthermore, 

by not having this experience in the market HyggeHerbs would have a higher risk of selecting a sub-optimal 

supplier due to bounded rationality and limited capacity for screening and imperfect organizational decision 

making. The second cost being HyggeHerbs’ inefficient evaluation and decision making due to their lack 

of knowledge and experience in foreign markets. Over time, as HyggeHerbs acquires more knowledge and 

experience in the Chinese market, their transaction costs should go down.  

 

Staffendt suggests two ways that cash-constrained firms can gain local market experience. One common 

method is to utilize the services of a local agent with relevant experience in the industry. The second option 

is to invest in setting up a representative office in China run by a local manager (REF Staffendt). This would 

then give HyggeHerbs access to the manager’s local network, thereby, providing greater opportunities for 

learning and embedding into the Chinese business culture. Staffendt goes on to say that the decision of 

whether to engage in FDI or use a local agent depends of the degree of business importance of being in that 

market and the size/type of company. Therefore, as HyggeHerbs entire supply chain is dependent on their 

Chinese supplier, there is a strong business need to be closely involved in the market. However, Hygge-

Herbs’ lack of international business experience and non-equity status poses financial and navigational 

constraints for them in the Chinese market. Therefore, the importance of local networks to help navigate 

the market is of the utmost importance for a company like HyggeHerbs.  

 

4.2 FIVE FORCES ANALYSIS – HOME HYDROPONIC GARDEN MARKET 

This section analyzes the forces driving competition in the home hydroponic garden market from the per-

spective of HyggeHerbs. Sellers of home hydroponic gardens, specifically Vitality4Life, Click&Grow, 

Amazon Merchants, and HyggeHerbs are hence classified as retailers (see section 3.4 above). Buyers are 
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classified as individual customers in the Danish market. Manufacturers of home hydroponic gardens in 

China are classified as suppliers (see section 3.3 above). 

 

4.2.1 BUYERS’ BARGAINING POWER 
As buyers are classified as individual customers, there are a large number of small buyers on the Danish 

market. This characteristic of the Danish market would serve to reduce buyer power because by not being 

large institutions, it would be unreasonable to assume that individual customers with buy large quantities 

of indoor hydronic gardens, and therefore, their financial muscle is fragmented. However, there are already 

a number of substitute products on the market, which make it easy for customers to switch between them. 

Furthermore, due to there being no penalty or lock-in effect, the switching cost for customers is low. There-

fore, due to the existence of substitute products in combination with low switching cost, buyer bargaining 

power is strengthened to some extent.  

Therefore, buyers’ bargaining power overall is assessed as moderate within the home hydroponic garden 

market. 

 

4.2.2 SUPPLIER BARGAINING POWER 
Suppliers are classified as manufacturers of home hydroponic gardens in China. As identified in section 

3.3, there is an abundance of suppliers. The presence of many suppliers serves to weaken supplier bargain-

ing power. Furthermore, retailers’ switching cost for choosing a supplier would likely be low, however, in 

this case, given the cultural context of doing business in China, we know that building a close relationship 

is an important facet of working with a Chinese supplier (‘Author’s interview, Staffendt’, 2020). Thus, the 

investment needed to build a close relationship with a supplier serves to increase the retailer’s switching 

cost and increases the supplier’s bargaining power to an extent. Therefore, supplier bargaining power is 

assessed as moderate. 

 

4.2.3 THREAT OF NEW ENTRANTS 
Entry barriers to the retail market are low due to capital requirements are low enough to allow individuals 

to enter. “It is possible to start activities on a small scale, perhaps specializing in a narrow segment of the 

market or concentrating on an e-commence venture” (Marketline, 2018) 

. Similar to HyggeHerbs, this makes it easier for new players to enter the market and potentially push profits 

down. This, therefore, increases the threat of new entrants into the market.  

 

However, for large, established retailers, such as Vitality4Life and Click&Grow, they are able to take ad-

vantage of economies of scale and increased bargaining power towards suppliers. Thus, established players 

have a comparable advantage to new players by being more price competitive, and thereby increasing the 
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barrier for new entrants. Another factor affecting the barriers to entry is how well a product’s design fits 

the market characteristics. For example, “an emphasis on functionality and ease of storage is the conse-

quence of adjusting to smaller living spaces, particularly in Copenhagen, where negative interest rates have 

helped create a property bubble. This has led to a need for small, affordable apartments. Innovative new 

entrants who will accommodate for these small living spaces could thrive in this market. New entrants 

further benefit from low-switching costs for buyers and relatively low product differentiation.” (ML Scan-

dinavia). These market factors serve to lower the barriers to entry—especially for innovative products that 

fit the market characteristics. Therefore, the threat of new entrants is assessed to be strong. 

 

4.2.4 THREAT OF SUBSTITUTE PRODUCTS 
As the home hydroponic garden enables the customer to do their gardening indoors, and gardening is con-

sidered to be a leisure or hobby activity, therefore, any other leisure activity or hobby could be a potential 

substitute. In addition, because gardening is a leisure activity/hobby, it also must compete with the con-

sumers’ other discretionary spending, which could be another potential substitute for the home hydroponic 

garden. These factors thus increase the threat of substitution.  

 

One substitute product to the home hydroponic garden are single-use herb pots. These are living herb plants 

that are potted in soil and sold in supermarkets. The herb plants are packaged into single-serving portions, 

which customers can use as fresh ingredients in cooking.  

 

Another factor worth considering is that there is likely a seasonality effect on sales. For example, in the 

summer months, customers with the means to garden outdoors might see that as an alternative to purchasing 

a home hydroponic garden. However, during the winter months when it is not possible to do outdoor gar-

dening, the home hydroponic garden may see an increase in sales. Therefore, the threat of substitute prod-

ucts is determined to be moderate. 

 

4.2.5 DEGREE OF INDUSTRY RIVALRY     
Globally, Vitality4Life is the largest player compared to other players in the Danish market. However, in 

the Danish market, Click&Grow controls the majority share of the market, with other medium- and small-

sized retailers accounting for smaller portions of the market. The lack of market consolidation eases the 

degree of industry rivalry to an extent. However, as these retails all focus on the home hydroponic garden 

market for the majority (or all) of their business, this increases rivalry within the market. Furthermore, low 

switching cost for the customer and the lack of brand loyalty, means that customers are more likely to 

switch if they find a better priced offer. This contributes further to strengthen industry rivalry. However, 
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market growth serves to lessen the degree of industry rivalry to an extent. Thus, industry rivalry overall is 

assessed to be moderate. 

 

With the external factors analyzed, the sections to follow will focus on the internal factors impacting Hy-

ggeHerbs’ business, starting with the RBV and VRIO. 

 

4.3 RBV & VRIO 

This section utilizes the RBV and VRIO framework to examines HyggeHerbs’ firm-specific resources and 

capabilities mix to determine if the firm possess any sources of creating competitive advantage. 

 

4.3.1 PRIMARY RESOURCES 

4.3.1.1 TANGIBLE ASSETS 
With HyggeHerbs still in its startup phase, the company does not own any tangible assets. However, where 

firms have access to identical resources, tangible assets do not contribute as much to creating a competitive 

advantage because they can easily be bought in the market. Therefore, not having any tangible assets might 

not be a significant disadvantage for HyggeHerbs in the long run. Instead, intangible assets are often a more 

significant source of competitive advantage. 

 

4.3.1.2 INTANGIBLE ASSETS 
For HyggeHerbs, their first potential intangible asset would be their rights to their web shop domain address 

and social media profiles. This is of vital importance for the firm to acquire when the business is launched 

because their web shop and social media are the firm’s primary channel of reaching their customers. Hence, 

all marketing and promotional campaigns go through these channels and they are what enable customers to 

purchase their product. These channels are also where HyggeHerbs will develop their brand reputation in 

the future. For example, HyggeHerbs plans to have a mission and vision that espouse values of sustainabil-

ity and healthy living through their products and promotional material. Over time, the firm’s brand reputa-

tion may become a source of increased customer perceived value or brand loyalty. Thus, their brand repu-

tation could become another potentially valuable intangible asset. 

 

HyggeHerbs’ second potential intangible asset would be the firm’s network relationship. Although Hygge-

Herbs cannot own a relationship, per se, they take ownership of their degree of commitment to the relation-

ship. Hence, by committing a lot of effort towards building trust with the members of their network Hygge-

Herbs may get more benefit out of being in the network. Thereby, to potentially turning their network into 
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a source of competitive advantage. For example, section 3.3 above determined that the wholesale cost for 

a home hydroponic garden in China was markedly lower than the product’s selling price on the Danish 

market. Therefore, if HyggeHerbs is successful in selling to a broad market, the large order quantity would 

increase the firm’s bargaining power when negotiating with their supplier, as well as allowing the supplier 

to achieve greater economies of scale and potentially pushing the product cost further down. This would 

then increase HyggeHerbs more profitable by increasing the per unit contribution margin. Hence, making 

HyggeHerbs more price competitive, which some competitors may not be able to match. 

 

4.3.2 SECONDARY RESOURCES (CAPABILITIES) 
HyggeHerbs does not currently have any capabilities of their own but based on what we know about Hy-

ggeHerbs’ business model, there are several capabilities which the firm will need to develop when they 

start their business.  

 

The first is the firm’s marketing capabilities. As section 3.2 outlined, a dropshipping company makes its 

margins from marketing and advertising the product. For help developing their own marketing capabilities, 

HyggeHerbs could look to their top competitor. Initially, HyggeHerbs could imitate their competitor’s mar-

keting while making adjustments to fit their target customer. In the future, once HyggeHerbs is familiar 

with performing marketing activities, they can stop imitating their competitors and start developing their 

own unique marketing campaigns which reflect the firm’s corporate identity and values. What is more, 

HyggeHerbs’ marketing capabilities would also enable them to utilize their experience in the Danish market 

to adapt their website to appeal to their customers through the use of online cookie data. 

 

In addition, as section 4.1.1 established, knowledge and experience doing business in the Chinese market 

is an essential capability needed in order to navigate the market’s institutional voids. However, since Hy-

ggeHerbs has no previous international business experience, they can expect that their liability of foreign-

ness and transaction cost will be high. Therefore, HyggeHerbs would need to link up to a network to sup-

plement their lack of experience. Thus, another advantage of developing their own marketing capabilities 

and knowledge of the Danish market is that it could potentially be used as leverage within the local network 

that HyggeHerbs links up to in China. For example, by being able to show off this knowledge and capability, 

HyggeHerbs would be communicating to the network that they are serious about doing business and can 

provide some value to the network. For example, by showing that they have an understanding of the market 

and customer base, a supplier may feel more secure doing business with HyggeHerbs than if they did not 

have this information.  
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Furthermore, by linking up to a network with a supplier, HyggeHerbs they may gain a better technical 

understanding of how their products are made and where there might be innovative ways of adapting the 

product to differentiate it from alternative products. Therefore, their knowledge of manufacturing that Hy-

ggeHerbs gains through their ties with their network could be developed into an intangible source of com-

petitive advantage in the future. 

 

4.4 VRIO FRAMEWORK 
4.4.1 VALUE 
For a resource to be considered valuable, it should enable the firm to either exploit opportunities or defend 

against outside threats or contribute to increasing the customers’ perceived value of the product. Typically, 

this is achieved through product differentiation or a lower price compared to alternative products on the 

market.  

 

None of HyggeHerbs’ competitors on the Danish market are currently offering a home hydroponic garden 

made from environmentally-sustainable materials. Furthermore, as market research (see section 3.5 above) 

shows that customers in Denmark value a product that is both good for the environment and saves on cost. 

HyggeHerbs’ product fulfills both of these criteria. Therefore, although there is nothing preventing com-

petitors from developing their own sustainably made hydroponic gardens, HyggeHerbs is in the position to 

capture a first mover advantage by offering this type of product. Furthermore, HyggeHerbs’ product does 

not restrict the customer in which seeds they can use in their home hydroponic garden. Thereby, Hygge-

Herbs is potentially increasing their customers’ value by enabling them to use any plant seeds they want 

rather than constraining them to only a few types. Furthermore, HyggeHerbs’ produce is priced lower than 

their competitors. This enables HyggeHerbs to exploit these opportunities by being a first mover. Hygge-

Herbs’ product differentiation and low price are hereby considered valuable resources.  

 

4.4.2 RARE 
For a resource to be considered rare, it must be difficult or costly for firms to acquire, thus, creating some 

degree of scarcity where only a few firms have access to the resource. If a resource can be acquired by more 

than a few firms, it ceases to become a rare resource and instead becomes a competitive parity because the 

resource is not a source of superior performance. To overcome competitive parity, firms bundle heteroge-

neous resources and capabilities to create unique strategies from which they can derive competitive ad-

vantage. According to the resource-based view, firms benefit from being different from their competitors 

because they face less competition (Barney, 1991). Therefore, the better a firm’s ability to protect its dif-

ferences the better the firm’s performance will be.  
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In regard to HyggeHerbs, the firm’s product differentiation and low price are not necessarily resources that 

other firms cannot acquire and therefore, cannot be considered rare. In this case, these resources may pro-

vide HyggeHerbs with a short-term competitive advantage, but this would turn into a competitive parity as 

more firms acquire the same resources, i.e., if HyggeHerbs is able to achieve superior performance by 

offering a sustainably made at a low price point, other firms will replicate this strategy by offering their 

own alternative products until competition erodes profits. This would then mean that no single firm can 

derive an advantageous position through control of these resource or capabilities. Alternatively, what would 

be necessary to make these resources rare would be if HyggeHerbs bundled their resources and capabilities 

in a way that would give them an advantage. For example, by developing their marketing capabilities, 

HyggeHerbs may be more capable at promoting the unique selling points of their product to their target 

customers, which could result in more sales. Then, the resource may be considered rare because it would 

be more difficult and costlier for a competitor to imitate.  

 

4.4.3 INIMITABLE  
A resource is considered inimitable if firms who do not have access to the resource are able to create an 

identical duplicate or by creating a substitute that is comparable to the original. According to Barney (1991), 

there are three causes that drive a resource’s inimitability. The first cause of inimitability are historical 

circumstances or events that triggered a resource to be developed long ago in the past, which makes it costly 

and slow for other firms to develop. The second cause is when imitators have difficulty identifying the link 

between a firm’s resources and their competitive advantage due to there being high causal ambiguity. The 

third cause is when there is a high degree of social complexity embedded the resource, such as interpersonal 

relationships or organizational culture. Thus, since culture, for example, is something that is developed 

from within, it can be difficult for an outsider to perfectly imitate.  

 

At his point in time, HyggeHerbs does not possess any resources that are inimitable or costly to imitate. 

Their product differentiation can be duplicated or substituted by competitors for not an unreasonable price. 

Hence, none of HyggeHerbs’ resources are capable of being sources of temporary competitive advantage.  

 

However, HyggeHerbs may be in a position to develop a hard-to-imitate capability through their relation-

ship with their local network in China. Therefore, by gaining experience doing business in China and build-

ing a relationship with their Chinese supplier, HyggeHerbs is developing a resource and capability that is 

not easily or cheaply reproduced. This capability may enable HyggeHerbs to procure their products at a 

lower cost than their competitors, which would give them a price advantage. However, there would be 
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virtually no way of preventing a competitor from looking at the product and imitating their own version of 

it. Thus, HyggeHerbs’ product is highly imitable. HyggeHerbs’ network relationship would be more diffi-

cult to imitate. This is due to social complexities that make it hard for an outsider to reproduce (Barney, 

1991). However, this does not mean that it would not be possible for a competitor to link up to their own 

networks. In which case they would be creating a substitute network of their own. 

 

4.4.4 ORGANIZATIONAL 
A firm’s organizational structure and culture are what make it capable of deploying resources and capabil-

ities in a unique way that is the foundation of the firm’s strategy and driver of their competitive advantage. 

Therefore, if a firm has no organizational structure, they do not have the means of fully capturing the value 

of their resources and capabilities. 

 

Since the company is still in a conceptual phase, it does not have a formalized management system, pro-

cesses, policies, organizational structure, or organizational culture yet. HyggeHerbs does however have a 

plan for their mission and vision for the company which is the start to the formulation of a corporate identity. 

Thus, by making it their mission to eliminate plastic waste caused by single-use herb pots, they are com-

municating to customers and potential employees that they are taking a stand to protecting the environment. 

Whether these can be considered a source of advantage is a question of if HyggeHerbs’ organizational 

culture and values align with those of the customer.  

 

Another organizational factor is HyggeHerbs’ ability to leverage their marketing capabilities to take full 

advantage of their valuable resources, namely their differentiated and low-cost product. Essentially this 

would involve communicating the product’s unique value proposition in a way that emphasizes the attrib-

utes that increase the perceived customer value. Since HyggeHerbs is quite immature in their marketing 

capabilities, could start out by imitating their top competitor in the beginning as they learn what marketing 

techniques work best in relation to their target customers. Then, once they have developed their own mar-

keting capabilities, they will no longer need to rely on imitating competitors.  

 

Another consideration is HyggeHerbs’ ability to leverage their marketing capabilities in relation to their 

local network in China. As wholesalers, these Chinese suppliers do not have sophisticated marketing capa-

bilities which they can utilize to sell directly to consumers. Therefore, HyggeHerbs could leverage their 

marketing capabilities as a resource that they can offer. Thereby, enabling the Chinese supplier to expand 

into foreign markets by selling products through HyggeHerbs. Thus, by combining these resources and 

capabilities, HyggeHerbs can take advantage of heterogeneous complementarities, which leads to the 



 62 

creation of a surplus over and above the sum of the amounts of value they could create independently 

(Adegbesan, 2009). Thus, by combining the complementary resources and capabilities of the network in a 

way that cannot be easily duplicated by competitors, a sustained competitive advantage can be achieved. 

 

4.5 OLI 

An analysis utilizing the OLI model would conventionally examine the firm’s resources and capabilities to 

determine if the firm is capable of internationalizing and which mode of entry is most viable. However, 

HyggeHerbs is not entering the Chinese market in a traditional way—rather they are a web-based business 

facilitating a transaction between and buyer in Denmark and a supplier in China. Therefore, this section 

tests the outer boundaries of the model when applied to a type of web-based born global firm. 

 

The ownership advantages sub-section analyzes whether there are any of HyggeHerbs’ resources or capa-

bilities that can be transferred to the Chinese market context. The location advantages sub-section deter-

mines what location-bound resource advantages HyggeHerbs can gain from the Chinese market. The inter-

nalization sub-section determines which entry mode is optimal for HyggeHerbs. The location and internal-

ization sub-section both incorporate transaction cost theory to assess how the effect of transaction cost 

impacts the result of the analysis.  

 
 
4.5.1 OWNERSHIP ADVANTAGES 
As assessed in the previous section, HyggeHerbs’ valuable resources are their differentiated product, low 

price, marketing capabilities, and their relationship with their local network in China. 

 

In regard to HyggeHerbs’ differentiated and low-cost product, this is not an advantage that HyggeHerbs 

technically ‘owns’ since it is their supplier who produces the product, but it is an advantage that Hygge-

Herbs is able to benefit from through linking up with a local network. Furthermore, since HyggeHerbs is 

not entering the Chinese market as a retailer, the ownership advantage is not being transferred from the 

domestic market to the host market. Instead, the local network in China would essentially transfer their 

ownership advantage to HyggeHerbs to be utilized in Denmark and potentially other markets because Hy-

ggeHerbs is a web-based business. Thus, by offering their product on the web, anyone form virtually any-

where in the world could be a potential customer.  
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In exchange for gaining access to this ownership advantage, HyggeHerbs would essentially transferring 

their marketing capabilities to the local Chinese network by marketing the product in Denmark and facili-

tating a transaction between the wholesaler and the customer in another market. Furthermore, by relying on 

their network, HyggeHerbs is able to focus their resources and capabilities towards marketing activities 

while taking advantage of their network’s own specialized capabilities, such as ability to keep cost down 

through economies of scale. Furthermore, by helping to sell more of their supplier’s product, HyggeHerbs 

is contributing to the benefit their supplier gains through economies of scale. 

 

Therefore, according to the eclectic paradigm, HyggeHerbs does not have a transferrable ownership ad-

vantage, which would mean that it is better for the company to remain in their domestic home market 

because they do not possess a competitive advantage that is capable of counter-acting the firm’s inherent 

liability of foreignness in the host market (Zaheer, 1995).  However, through HyggeHerbs’ web-based busi-

ness and local network, they are able share resources and capabilities which enables them to overcome not 

having an ownership advantage of their own.   

 

4.5.2 LOCATIONAL ADVANTAGES & TRANSACTION COST 
Locational advantages are benefits that are immobile or location-bound, and thus, a certain special proxim-

ity to the location is required in order to take advantage of the benefit. The benefit that the location is 

capable of providing is typically linked to the firm’s motivation for entering a market. For example, many 

western companies that are efficiency seeking, choose to locate their manufacturing and production activi-

ties in Asian countries in order to take advantage of skilled labor and low wages.  

 

Since HyggeHerbs does not intend on selling their product to the Chinese market they cannot be considered 

to be market seeking. They are also not strategic asset seeking because the firm has no need for sophisticated 

assets and does not have the capital resources to pay for such things at this time as they are still in the initial 

startup phase.  

 

The main locational advantage of doing business in China for HyggeHerbs is to gain access to suppliers of 

sustainably made home hydroponic gardens because without the product HyggeHerbs does not have a busi-

ness model. Furthermore, there are no suppliers in the Danish market who offer the same product for the 

same price as the Chinese suppliers. Therefore, HyggeHerbs’ motivation for doing business in China is that 

they are seeking resources. 
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However, since HyggeHerbs is not seeking a factor input which they process into a finished good, the firm 

does not fit into the conventional definition of resource seeking. Efficiency seeking is defined as activities 

that “either try to exploit differences in factor costs (i.e. between heterogeneous countries) or be designed 

to enhance economies of scale by bundling production (i.e. between broadly similar economies)” (J. Peter 

Neary, 2008, p.72) Therefore, it may be more accurate to classify HyggeHerbs as efficiency seeking be-

cause their low product cost is influenced by China’s comparatively low wages for skilled labor. However, 

it not be accurate to classify HyggeHerbs as efficiency seeking either because they do not own any of their 

own manufacturing activities. Therefore, they cannot benefit from moving activities that they do not own 

to China. In which case, HyggeHerbs would appear to be seeking to outsource their production activities to 

a Chinese original equipment manufacturer (OEM). However, since there is no contractual arrangement in 

place between HyggeHerbs and their supplier, HyggeHerbs is not hiring their supplier to perform their 

production activities for them, rather, HyggeHerbs is facilitating a transaction by placing an order with the 

wholesaler on behalf of the customer. Thus, the locational advantages that HyggeHerbs is benefitting from 

is not due to their proximity to immobile resources. Instead, HyggeHerbs is benefitting vicariously through 

their relationship with their local network in China who are the direct benefactors of these locational ad-

vantages. In doing so, HyggeHerbs is able to take advantage of their network’s locational advantages with-

out having any activities of their own in China.  

 

However, as established in section 4.1.1, China’s institutional framework is a locational disadvantage due 

to it being a low trust society. Furthermore, HyggeHerbs’ lack of international business experience, in-

creases their transaction cost of operating in the Chinese market. Thus, in order for HyggeHerbs to benefit 

from the locational advantages in China, their transaction cost must not be prohibitively high. Therefore, 

HyggeHerbs would need to leverage their local Chinese network to reduce their transaction cost and fully 

benefit from China’s locational advantages. However, due to the low trust society in China, linking up to a 

local network would require that HyggeHerbs gain the trust of their supplier. In order to do this, Hygge-

Herbs would need to demonstrate that they mean business and are willing to make the investment in a long-

term business partnership, which would involve going to China and meeting with the supplier face-to-face. 

 

Consequently, it appears as though HyggeHerbs is not actually motivated by any of the standard motiva-

tions for internationalization discussed in section 2.11.9. Therefore, defining HyggeHerbs’ motivations as 

resources or efficiency seeking is not a comprehensive description of what is actually going on. 
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4.5.3 INTERNALIZATION ADVANTAGES & TRANSACTION COST 
There are several reasons why a firm might want to outsource certain value chain activities to another 

company. For example, the company being outsourced to might simply be better at performing the activity 

or they might be able to do the activity cheaper or they might have specialized local market knowledge. 

Another reason could be the outsourcing firm would simply rather focus their resources and capabilities on 

other activities. Thus, this sub-section seeks to evaluate the ‘make or buy’ decision from HyggeHerbs’ 

context.  

 

As identified in the previous sub-section, HyggeHerbs’ motivation for doing business in China resembles 

that of resource and efficiency seeking. Therefore, HyggeHerbs has the option of either internalizing these 

activities or acquiring them through contractual transactions with a supplier. If HyggeHerbs were to inter-

nalize these activities in the Chinese market, it would mean undertaking FDI via a greenfield, merger & 

acquisition (M&A), or joint venture (JV) operation (REF Transnational management). In the first example, 

HyggeHebrs would establish their own legal entity in China which handle activities in the market. Under 

the M&A scenario, HyggeHerbs could purchase a company in China which would provide it with the nec-

essary resources and capabilities to operate in the Chinese market. The success of the M&A would also 

depend on the ability of HyggeHerbs’ managers to integrate the Chinese firm into parent company. Another 

option would be for HyggeHerbs to form a joint venture with a company in China, in which case, Hygge-

Herbs could share the investment with another company. Staffendt states that in China it is mandatory to 

form a joint venture with a Chinese partner in certain industries such as automotive (‘Author’s interview, 

Staffendt’, 2020). However, this requirement likely would not impact HyggeHerbs. Thus, these three sce-

narios would provide HyggeHerbs with the greatest amount of control over their operation in China and 

likely provide the greatest reduction in transaction cost in the long-term—especially if the frequency and 

complexity of contractual transactions on the market are high.  

 

However, these equity entry modes would require that HyggeHerbs have the necessary capital, and human 

resources, as well as transferrable ownership advantages that enable the firm to operate in the host market. 

Therefore, since HyggeHerbs is a non-equity firm, it makes more sense that they would rely on contractual 

transactions such as licensing and franchising as a means of taking advantage of locational advantages in 

China. In addition, since HyggeHerbs does not intend to sell their product to the Chinese market, it is likely 

that they do not need to have a strong presence in the Chinese market at this time. Therefore, a non-equity 

entry mode such as licensing or franchising would likely be a better alternative. Although a non-equity 

entry mode method would not provide HyggeHerbs with as much control over the activities and finished 
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good and transaction cost would be higher due to the increased frequency of transactions and the need for 

contracts, it does allow HyggeHerbs to focus their resources on the firm’s core marketing competencies.  

 

However, HyggeHerbs does not own the intellectual property to the product design and therefore cannot 

license or franchise out the use of a product that they do not own.  Furthermore, it is worth also considering 

if HyggeHerbs could be classified as a direct exporter. A direct export mode, however, would not make 

sense in this context because HyggeHerbs has no product to export and is not entering the Chinese market 

at a retailer. Finally, contract manufacturing likely has the closest resemblance to how HyggeHerbs intends 

on engaging within a foreign market. However, HyggeHerbs is not hiring subsidiary company to manage 

manufacturing activities for them because HyggeHerbs holds no inventory. Rather their role is to forward 

orders that are made on their website to their supplier. Thus, HyggeHerbs intends on establishing a rela-

tional contract with their supplier to fulfill orders. 

  

Consequently, it appears as though HyggeHerbs is not actually internationalizing through any of the con-

ventional entry modes discussed in section 2.11.9. Therefore, defining HyggeHerbs’ entry mode based on 

the terminology outlined above, does not accurately describe what is going on. Thus, it appears that this IB 

theory is not fully capable of explaining a web-based born global business like HyggeHerbs.  

 

Having identified the internal and external factors impacting HyggeHerbs in the Danish home hydroponic 

garden market, the following sections use these findings to benchmark against the market leader, 

Click&Grow. Staffendt explains that China is a market that is made to be easy to buyers to purchase  

 

4.6 COMPETITOR BENCHMARKING  

This section utilizes Porter’s Generic strategies framework and the 4Ps model to benchmark HyggeHerbs’ 

strategy and marketing mix against their top competitor Click&Grow. In doing so, this section illustrates 

HyggeHerbs’ resources and capabilities in a comparative perspective in relation to the market leader and 

what aspects of the marketing mix are most important for the firm to focus on in the Danish market. The 

benchmarking process followed four steps: One, HyggeHerbs’ top competitor was identified as the target 

for the comparison, which turned out to be Click&Grow. Two, the relevant resources are identified and 

compared. In this case, the two companies’ strategic advantage (i.e., price or product uniqueness) and stra-

tegic target (i.e., narrow/wide customer segment), as well as their 4P’s marketing mix. Third, an assessment 

of the importance of the resources to compete in the industry was made. Fourth, an evaluation of 
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HyggeHerbs’ strengths and weaknesses are compiled into a SWOT framework which summarizes in inter-

nal and external factors impacting HyggeHerbs. 

 

Regarding Click&Grow’s strategic target, the firm has a product range of three variants of their indoor 

hydroponic ranging in size and price (Clickandgrow.com, no date b). Having a varied product offering 

indicates that Click&Grow is positioning their products to appeal to multiple market segments, which would 

mean that they have a wide strategic target. As for Click&Grow’s strategic advantage, the firm’s products 

focus on being differentiated and high quality thanks to their mobile smartphone companion application 

and one-year product warranty. Therefore, since Click&Grow is focusing on positioning their product based 

on its uniqueness and quality, they can be said to follow a Differentiation strategy, according to Porter’s 

generic strategies. Thus, in accord with Click&Grow’s Differentiation strategy, their products demand a 

premium price, like the ‘Smart Garden 9’ which retails at 199 EUR (see section Competitors).  

 

In comparison, HyggeHerbs’ strategic target is narrower since they only offer one product variant which is 

targeted at two particular market segments, namely sustainably-conscience and price sensitive customers. 

In regard to HyggeHerbs’ strategic advantage, the product that they offer focuses on being differentiated 

based on its sustainable design, however, the low cost of the product makes it a low-cost alternative as well. 

Therefore, according to Porter, HyggeHerbs would be classified as following a hybrid focus strategy be-

cause they are focusing on a few segments and focusing on offering a differentiated and lower cost product 

within the scope of their narrow strategic target. Table 2 illustrates analysis of Click&Grow and Hygge-

Herbs. 

 
TABLE 2. STRATEGIC BENCHMARK: CLICK&GROW | HYGGEHERBS 

 CLICK&GROW HYGGEHERBS 
INDUSTRY FOCUS Industrywide Niche segment 

COMPETITIVE FOCUS Product differentiation focus Product differentiation & cost focus 
STRATEGY USED Differentiation Hybrid Focus 

 
 
Given Click&Grow’s and HyggeHerbs’ strategies, Table 3 illustrates a comparison between both compa-

nies’ marketing mix using the 4Ps model. The product category refers to the products each company offers 

and what benefits they provide the customer. The price category refers to the retail amount a customer pays 

to purchase a home hydroponic garden from each company. The place category referrers to the location or 

channels where customers can purchase a home hydroponic garden. The promotion category referrers to 

the marketing and advertising and the media channels where these companies reach their target audience. 
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TABLE 3. 4P'S COMPARISON 

 CLICK&GROW HYGGEHERBS 
PRODUCT x Unique product design 

(smartphone application), high 

quality, made from plastic 

x Variety of product assortments – 

three variants (small, medium, 

large), many types of seed pods, 

gardening accessories. 

x Subscription service to receive 

proprietary seed pods on a reoc-

curring basis 

x Branded product, packaging, and 

labeling 

x One-year product warranty 

 

x Unique product design (sustainably 
made, reduced plastic) 

x Branded product, packaging, and la-
beling 

x Compatible with any plant seeds 

PRICE x Premium price – 199 USD (retail) 
x Free shipping on orders over 100 USD 
x 14-day money back guarantee  

x Low price – 139 USD (re-
tail) 

x Shipping cost 67 USD  
PLACE  x Web shop – clickandgrow.com 

x Brick and mortar shop – Humac 
x Licensed resellers 
x 7-12-day international shipping 

x Web shop 
x Possibly hobby shops and 

plant nurseries  
x 5-7-day international ship-

ping  
PROMOTION x Social media advertisements – Facebook, 

Instagram 
x For every product sold, a tree is planted 
x Coupons during holidays and special events, 

i.e., 15% off during Mother’s Day 
 
 
 

x Social media advertise-
ments – Facebook, Insta-
gram 

x Affiliate and influencer 
marketing – 
YouTube/Twitch channels, 
Instagram influencers 

x Percentage discounts dur-
ing holidays/special events 

 
 
 

According to the survey of consumers in Denmark, 50% said that they liked the home hydroponic garden 

a great deal, but 50% also answered that they did not have a need for the product (see appendix 8.4) 

(‘Author’s survey of Danish consumers’, 2020). This could indicate that customers in Denmark have an 

alternative way of getting fresh herbs and vegetables, but some would still consider purchasing a home 

hydroponic garden, possibly as a hobby. Therefore, HyggeHerbs should consider selling to hobby shops 

and plant nurseries as a way of reaching customers. 
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Furthermore, customers did not expect to pay more that 76 USD for the product. This could indicate cus-

tomers are not willing to spend more because they prioritize spending their disposable income on other 

things. 

 

Based on the competitor benchmark analysis and survey of Danish consumers (see section 3.4), price, prod-

uct, and promotion appear to be the most important areas of competition. Click&Grow is able to justify a 

premium price with their high quality and unique product. Therefore, due to the existence of alternative 

products on the Danish market (see section 3.4 & 4.2.4 above) and the fact that HyggeHerbs’ product does 

not offer as many features as the Smart Garden 9, it appears that HyggeHerbs cannot justify as high of a 

price for their product. Hence, HyggeHerbs might be better off strategically to set a lower price that appeals 

to a larger total addressable market. Therefore, HyggeHerbs should focus resources and capabilities towards 

keeping costs down, which would mean negotiating a lower wholesale price, as well as their utilizing their 

marketing capabilities to entice the customer increasing their willingness to pay. At the moment, Hygge-

Herbs has a product cost of 79 USD and a shipping cost of 67 USD. This would put Hyggeherbs at a 

breakeven point of 79 USD if they do not offer free shipping. If HyggeHerbs offers their customer free 

shipping like Click&Grow does, their breakeven point would be 146 USD. Thus, charging a price of 169 

USD significantly lower than the retail price of the Smart Garden 9 (199 USD) would provide them with 

an absolute profit margin of 23 USD per unit or a percentile profit margin of 13.6% per unit.  

 

In terms of promotion, Staffendt states that “I think in general, Chinese products don't have good reputation 

in Europe. So even you just take a Chinese product and put a European trademark on it and set it as a 

European company, then you have much better chances than selling a Chinese product.” (‘Author’s 

interview, Staffendt’, 2020). This is due to “customers here [Europe] do not trust Chinese products a lot” 

(‘Author’s interview, Staffendt’, 2020) Therefore, it is necessary for HyggeHerbs to put their own brand 

and packaging on the product to increase customers’ trust in the product’s quality. This also involves how 

HyggeHerbs markets to their customers. 

 

Therefore, HyggeHerbs can start to develop their own marketing capabilities by seeing how Click&Grow 

is marketing to their target customers. For example, Click&Grow are utilizing social media channels, such 

as Facebook and Instagram, to advertise and promote their product. Therefore, social media marketing is 

an area where HyggeHerbs can focus their marketing efforts. In doing so, HyggeHerbs should be able to 

effectively imitate and adapt a social media strategy to their target customers. Then, once HyggeHerbs is 

experienced enough in utilizing these channels, they can experiment with branching out to other digital 

channels where Click&Grow does not yet have a presence. For example, utilizing influencer marketing on 
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YouTube and Twitch. If successful, HyggeHerbs’ marketing capabilities may become a significant driver 

of competitive advantage.  

4.7 SWOT - HYGGEHERBS 
The table below presents the internal and external factors that impact HyggeHerbs strengths, weaknesses, 

opportunities, and threats. 
TABLE 4. SWOT OF HYGGEHERBS 

 HELPFUL FACTORS HARMFUL FACTORS 

INTERNAL 
FACTORS 

Strengths: 
x Differentiated and sustainable prod-

uct 
x Lower retail price than alternative 

products on the market (169 USD) 
x Scalable business model provides 

flexibility and low risk 
x Resources are freed up to focus on 

marketing capabilities 
x Faster shipping than competitors (5-

7 days) 

Weaknesses: 
x Lack of human and capital resources 
x Lack of international business experi-

ence 
x High shipping cost from China 
x Low profit margins 
x Long supplier production lead time (7 

days) 

EXTERNAL 
FACTORS 

Opportunities: 
x Potential to be a first mover into the 

market niche for sustainably made 
home gardens  

x Partnership with supplier could be 
developed into a network, alleviat-
ing their liability of foreignness and 
outsidership in China  

Threats: 
x Alternative and substitute products 

available on the Danish market 
x Product is easily imitatable  
x High threat of new entrants due to low 

entry and exit industry barriers  
x Does not own/control production activ-

ities 
 

This concludes the analysis section. The follow section takes what was learned in the analysis as a point of 

departure for a broader discussion of how the theoretical framework held up against the context of Hygge-

Herbs business. 

5 CONCLUSION 
This section opens with a statement of the problem that this thesis sought to investigate followed by a 

summary of the main findings and arguments. 

 

This thesis sought out to test its main research hypothesis of whether Conventional international business 

and marketing theories are not capable of explaining how a dropshipping company, such as HyggeHerbs, 

is capable of undertaking international business in China and creates its competitive advantage. To help 

answer the main research hypothesis, several sub-hypotheses were analyzed.  
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Regarding the first sub-hypothesis, the analyze found that institutional voids do exist in China. This creates 

a strong need for knowledge and understanding of the host market’s culture. Thereby, since HyggeHerbs 

does not have any previous international business experience or experience doing business within the Chi-

nese cultural context, the business environment in China makes it very difficult for the firm to operate in 

the market alone. Thus, this thesis fails to reject the first sub-hypothesis: the presence of institutional voids 

in China impacts HyggeHerbs by increasing the firm’s liability of foreignness and transaction cost when 

operating in the market alone. 

 

Regarding the second sub-hypothesis, the analysis found that the industry environment was attractive for 

HyggeHerbs to enter the Danish market at this time. However, the Five Forces framework had to be 

adapted to fit HyggeHerbs business model since it relies on having a supplier in China to supply the home 

hydroponic garden for HyggeHerbs. Therefore, this thesis fails to reject the second sub-hypothesis under 

the assumption that HyggeHerbs has a supplier in China that is capable of working with them. 

 

Regarding the third sub-hypothesis, the analysis found that due to HyggeHerbs does not have any trans-

ferrable resources or capabilities of their own that would alleviate its liability of foreignness in the host 

market. However, since HyggeHerbs’ motivation for entering the Chinese market does not align with tra-

ditional motives of internationalization, the firm does not follow the conventional equity/non-equity entry 

modes. Thus, by leveraging the capabilities of a local network, HyggeHerbs can alleviate their liability of 

foreignness by supplementing their lack of international experience with the knowledge their network can 

provide. This would then enable HyggeHerbs to engage in international business between Denmark and 

China and benefit from their network’s locational advantages. Therefore, under the assumption that Hy-

ggeHerbs can build a relationship of trust with their supplier which enables HyggeHerbs to link up to the 

supplier’s network in China, this thesis rejects the third sub-hypothesis that HyggeHerbs must have a 

transferrable ownership advantage in order to benefit from locational advantages in the Chinese market. 

 

Regarding the fourth sub-hypothesis, the analysis found that when benchmarked against their top compet-

itor, HyggeHerbs’ is targeting a narrower market segment with a hybrid strategy (low cost and differenti-

ated product). This strategy differs from that of their top competitor meaning that HyggeHerbs would 

likely benefit from a first mover advantage—gaining them a brand reputation for being a sustainable al-

terative to plastic products. Furthermore, by focusing on a separate market segment than their competitor, 

HyggeHerbs would likely face lower competition. This indicates that HyggeHerbs would be able to estab-

lish a competitive position in the Danish market. Thus, this thesis fails to reject the fourth sub-hypothesis 
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that HyggeHerbs is capable of establishing a competitive position in the Danish home hydroponic garden 

market. 

 

Therefore, in regard to this thesis’ main research hypothesis, the analysis found that institutional theory, 

Porter’s Five Forces, Porter’s Generic Strategies, the resourced-based view, and the 4Ps marketing mix 

were capable of being applied to HyggeHerbs’ context. However, the OLI model was not robust enough to 

explain the impact of networks on HyggeHerbs’ motivation for internationalization and entry-modes into 

the China. Therefore, the majority of IB and marketing theories where applicable to HyggeHerbs’ context. 

Thus, it would be plausible for thesis to fail to reject the main research hypothesis. However, due to the 

significance of the OLI model in internationalization and IB theory, it is not possible to accept the main 

research hypothesis. Therefore, further research is required on the topic of the capability of web-based born 

global companies to engage in international business activities. The following section proposes some ideas 

for the direction of future research in this area.  

 

Having outlined the key findings from the analysis, this thesis takes its point of departure in the following 

section as the discussion turns to the implications of the findings on international business theory and further 

research. 

6 DISCUSSION & FURTHER PERSPECTIVES 
This section takes its point of departure in the key findings outlined in the previous section and opens the 

discussion of the importance of the findings and their significance in further research of web-based born 

globals in international business.  

 

From the finding it is clear that institutional frameworks still play a substantial role for a web-based born 

global operating in a host market. As the analysis of HyggeHerbs uncovered, a born global that does not 

have access to transferrable resources and capabilities will be at a disadvantage when navigating in a foreign 

market. Therefore, just because a web-based company can be considered a born global, does not mean that 

they are necessarily capable of engaging in international business. However, as also revealed in the analysis, 

linking up to local networks can potentially be a viable strategy for firms that want to benefit from the 

advantages of being an international business but who do not have their own capabilities to do it on their 

own. Thus, in the case of HyggeHerbs, by linking up to a local network, they would have been able to 

supplement the competences that they lacked and focus their resources towards developing their own core 

competences. Which in turn, provides value back to the network in the form of access to new markets and 

free marketing for their products, in this case.   
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The significance of this finding is that it revealed a limitation of the OLI model was that it could not explain 

how a web-based born global firm could benefit from locational advantages, while at the same time, not 

entering the host market through any of the established modes of entry. Therefore, to expand the outer 

boundaries of the OLI model, I believe there is use for a new type of entry mode classification that can 

encompass web-based born global businesses like HyggeHerbs. Therefore, I propose a new type of entry 

mode: network seeking. I define network seeking as firms who are seeking to link up to an affiliate firm in 

a host market with which to engage in complementary activities, such as sharing resources and capabilities 

or locational advantages, for the purpose creating a mutually benefitable relationship. The network seeking 

firms then transfer complementary resources, capabilities, or locational advantages that benefit the network. 

In the example of HyggeHerbs, they seek a network that can provide knowledge about the Chinese market 

and manufacturing capabilities for producing home hydroponic gardens. In return, HyggeHerbs would pro-

vide access to new markets and marketing capabilities to sell more home hydroponic gardens.  

 

To test whether network seeking, as I define it, is indeed a credible strategy, more research is needed on 

web-based born global companies utilizing networks. Therefore, I propose several possible ways that fur-

ther research can use the findings in this thesis as a point of departure. 

 

For starters, this thesis does not explore the potential risks or consequences of choosing a network seeking 

entry mode. One example of a risk would be that without a contract, there is no formal institutional security 

to disincentivize opportunistic behavior. Furthermore, another perspective could look at how trust is built 

between international firms in a network and see if different variables, like cultural background or degrees 

of trust, impact the risk of opportunistic behavior.  

 

Another direction could compare networks with different combinations of players and countries of origins 

to see if these variables impacts the network’s performance as a whole or if certain firms within the network 

benefit more than others. 

 

One final perspective that could be interesting to research is the difference between non-equity and equity 

companies with no international experience. An equity company would likely have more to offer a partner-

ship in terms of resources and capabilities, but also more to potentially loss. Maybe this would result in 

these companies getting all the best networks. Or maybe that is looking at things from a western-centric 

perspective, instead perhaps in emerging markets like China culture and trust play a bigger role than what 

resources and capabilities a company can contribute. 
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8 APPENDIX 

8.1 APPENDIX 1: HOME HYDROPONIC GARDEN 

 
FIGURE 10 ILLUSTRATION OF A HOME HYDROPONIC GARDEN (CLICKANDGROW.COM, NO DATE B) 
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8.2 APPENDIX 2: DANISH MARKET RESEARCH 

 
FIGURE 11 MOTIVATIONS TO USE RECYCLED MATERIALS OR RECYCLED PRODUCTS FOR YOUR HOME OR GARDEN (STATISTA, 2019B) 

 



 81 

 
FIGURE 12 NUMBER OF ONLINE PURCHASES IN DENMARK 2018 BY PRODUCT CATEGORY (STATISTA, 2019A) 
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8.3 APPENDIX 3: SUPPLIERS ON ALIBABA 

 
FIGURE 13 HOME HYDROPONIC GARDENS ON ALIBABA (ALIBABA.COM, NO DATE A) 

 
 

 
FIGURE 14 SUPPLIERS OF HOME HYDROPONIC GARDENS ON ALIBABA (ALIBABA.COM, NO DATE A) 
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FIGURE 15VARIFIED SUPPLIERS ON ALIBABA (ALIBABA.COM, NO DATE A) 
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8.4 APPENDIX 4: RESULTS FROM DANISH CONSUMER SURVEY 

 



 85 

 



 86 

 



 87 

 



 88 



 89 



 90 



 91 

 



 92 



 93 



 94 



 95 



 96 



 97 



 98 



 99 



 100 



 101 



 102 



 103 



 104 



 105 



 106 



 107 



 108 



 109 



 110 



 111 



 112 



 113 



 114 



 115 



 116 



 117 



 118 



 119 



 120 



 121 



 122 



 123 

 
 

 



 124 

 

 



 125 



 126 



 127 



 128 



 129 



 130 



 131 

 
 



 132 



 133 



 134 



 135 



 136 



 137 



 138 



 139 



 140 



 141 



 142 



 143 



 144 



 145 



 146 



 147 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 



 148 

8.5 APPENDIX 5: INTERVIEW GUIDE FOR STAFFENDT 
TABLE 5 INTERVIEW GUIDE (AUTHOR’S INTERVIEW, STAFFENDT, 2020) 

Research Question Interview Questions Answer 
1. The presence of insti-

tutional voids in 
China impacts Hy-
ggeHerbs by increas-
ing the firm’s liability 
of foreignness and 
transaction cost when 
operating in the mar-
ket alone. 
x Institution theory 
x Transaction cost 

theory 
x CAGE Frame-

work 

Ask about the institutional 
framework in China and how 
it impact business partner-
ships, intellectual property 
rights, transaction cost in 
comparison with western 
suppliers, communication, 
relationship. 

Need to know: 
x How easy is the 

process of search-
ing for a Chinese 
supplier that fits 
your requirements? 
(TCT) 

x How easy is it to es-
tablish a contractual 
agreement with a 
Chinese supplier? 
(TCT) 

x How often does a 
contract get 
breached or need to 
be enforced? (TCT, 
Agency problem)  

x How easy is it to 
seek damages in 
China (functional 
judicial system)? 
(TCT) 

x Do cultural differ-
ences make it more 
or less difficult to 
form a business 
partnership with a 
Chinese supplier? 
(Cultural distance) 

x Does the language 
barrier pose a hurtle 
for business collab-
oration? (Cultural 
distance) 

 
I think nowadays, it's quite simple 
to search Chinese suppliers, their 
Alibaba global sources, interna-
tional trade shows. It is not that dif-
ficult normally to search suppliers. 
Okay. But to search reliable suppli-
ers and to develop them and to re-
duce the risk of being Yeah, let's say 
that you have issues with payments 
and you have issues with quality 
and then how to resolve this is not 
that easy, I guess. Yeah. 
 
Well, I think it's important that you 
know, the people I mean, as long as 
everything Fine, it doesn't matter. 
You can do business with everyone 
as long as everything is okay. But as 
soon as there is some issues with 
quality with replacement with any 
anything like that it's always good 
that you have a strong relationship 
so that people know that it's not a 
one time opportunity and that peo-
ple know that. 
 
I would say so because everybody 
can have a nice Alibaba presence 
and if you don't, it always depends 
how big is the volume you are plan-
ning to do with them and I think the 
contract is important. But if you 
don't have a strong relationship and 
a good understanding of each other, 
then the contract is not that helpful, 
because it's very difficult to enforce 
the contract. 
 
Even we have two joint venture 
contracts with our partners here, for 
example, but if people do not keep 
up the contract, it's not that easy to 
insist on your contractual obliga-
tions, because it's always a good bit 
of Yeah. And it's also a high cost to 
enforce your contract. I mean, you 



 149 

have to travel to a Chinese court for 
hire Chinese lawyers, or they have 
to travel here and I think in it's up to 
enforcing a question track them the 
relationship is broken anyway. 
 
 
I think it's just just a feeling or 
thinking, I think in, in this case, it 
was our Chinese joint venture, 
which was a Chinese state owned 
company before we entered the joint 
venture. And they are very big in 
their industry. So it was more. It 
was more between two Chinese 
companies. We just support it from 
Germany. You know, we were just 
supporting as the license licensee or 
license giver in this case. So it was 
Chinese versus Chinese companies 
in court. And in this case, I think it 
works but I think as soon as it goes 
Chinese versus International, then I 
think there would be some prefer-
ences to towards the Chinese part. 
Interesting. Very interesting. I think 
I think it is like that. Yeah. Okay. I 
don't think it's just independent and 
just looked at the case by the other 
interesting work, especially if you 
talk about technology and yeah, 
yeah. Okay. 
 
I don't think language is a big bar-
rier anymore because you see, you 
speak Chinese I speak Chinese to 
Chinese or speak English now. So 
communication itself shouldn't be a 
big issue. The bigger issue is more 
the cultural difference in, in in com-
munication and For example, we 
say what we mean. And they don't 
say what they mean it's a lot of 
about keeping face losing face 
 
Chinese customer suppliers will not 
be that directly if they don't meet a 
deadline if they don't hundred per-
cent sure to meet your quality re-
quirements, they have different ap-
proaches of what is quality, why is 
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acceptable, what not what is influ-
encing to function, what is just an 
optical point. So, there can be many, 
many things which are not language 
barriers, but more understanding or 
different meanings. Yeah, or what 
you communicate and how you 
communicate certain issues. Yeah. 
So, the way or how you communi-
cate things, is a is a challenge due to 
the cultural differences. So, could 
you then maybe go through a third 
party agent to handle the negotia-
tions for example, 
 
 
 
“I think it makes it more difficult 
and easier, actually. Because how to 
how to how to choose the you know 
how to pick the good ones from the 
bad ones. I mean, the more choice 
you have, the more difficult it is to 
find the right quality, price reliabil-
ity, trust in things like that, you 
know?” 
 
“And it makes it very difficult to 
identify. I mean, if you have to visit 
30 companies to determine which 
one is the right one is certainly more 
expensive than if you have just four 
to select to.” 
 
 
 
“There are big differences, regional 
differences. There are big differ-
ences between big cities and second 
tier cities and small cities, and let's 
say, Shanghai area, Ningbo area and 
central China. You know, I mean, I 
think there are big differences in in 
how the different things are in-
volved. And how? Yeah, I think 
there are big differences. China is a 
big country, you know yourself. 
Yeah. From North East which Sibe-
ria to the southwest, which is like 
Thailand. You cannot, you cannot 
say things work the same all over 
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China. Yeah. And people are not the 
same all over China.” 
 
 
“it's certainly easier to work with 
people in let's say, Shanghai Guang-
zhou area who have a long history 
of international trading and interna-
tional business. And then if you go 
to a to a small factory somewhere in 
Sichuan province and try to do busi-
ness with them. Yeah, I mean, I 
think it's certainly easier if you work 
with people who have some experi-
ence of course the prices are higher, 
but also the higher prices come from 
the experience the people know 
That you have certain requirements 
for documentation for quality for 
this for that, that, that and for in-
spections and that makes the price 
and also for AP. And if you go to a 
smaller factory because you think 
it's the director, producer, and then 
you have to develop this customer 
to a level that is accepted before you 
you probably find the time and the 
price in the end will exceed the 
other thing by far.” 
 
 
“There are not a lot of regulatory 
barriers, or policy barriers from the 
government. I think China is an ex-
port country. So it's made very easy 
for everyone to go there and shop.” 
 

2. The competitive envi-
ronment in the Dan-
ish home hydroponic 
garden industry 
makes it an attractive 
market for Hygge-
Herbs to enter. 
x Porter’s 5 Forces 

Ask about how the competi-
tive environment in China ef-
fects the bargaining power of 

Need to know: 
x Is it common to 

face industry barri-
ers or regulations 
that make it diffi-
cult for a western 
business to source a 
product from 
China? 

x Are there typically 
a lot of substitute 
suppliers that are 

 
 
there is a huge quantity of potential 
suppliers. Yeah, that's the big ad-
vantage. Yeah. 
 
 
 
“Because you have so many suppli-
ers, you will always find someone 
cheaper than the other one. Okay. 
There will always be someone will-
ing to take the risk.” 
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western firms positively or 
negatively. 

willing to partner 
with western com-
panies? 

x Does the number of 
suppliers in China 
make it easier to 
bargain for better 
terms (price etc.) as 
compared to west-
ern suppliers? 

x Do you see a lot of 
competitors produc-
ing substitute prod-
ucts in China? 

HyggeHerbs is capable of 
benefitting from locational 
advantages despite not hav-
ing an ownership advantage 
that it can transfer to the 
Chinese market.   

x RBV-VRIO 
x OLI 

What capabilities should 
firms develop before engag-
ing in business with China.  
 

Need to know: 
x Are there certain 

knowledge or capa-
bilities that are nec-
essary to have be-
fore collaborating 
with a Chinese sup-
plier is possible? 
(RBV) 

x Are there certain 
knowledge capabili-
ties that if they do 
not exist in the firm, 
will likely cause the 
collaboration with a 
Chinese supplier to 
fail? (RBV) 

x Are there alterna-
tive methods of 
working with a Chi-
nese supplier if the 
firm does not have 
the necessary 
knowledge or capa-
bilities mentioned? 
(RBV) 

x In your opinion, 
what are the drivers 
of successful busi-
ness partnerships 

 
“Yes, I think it's important to have 
someone on site, someone on the 
ground, if you want to do business 
there. Yeah, either you have a third 
party where you have a strong rela-
tionship with or you have really 
your own people on the ground. 
And for a Chinese customer or sup-
plier. It's always important to know 
where you live, to know who you 
are to know how you Yeah, to be 
able to research something about 
you. And I think it's always im-
portant to have someone on the 
ground it's difficult to do business 
just by sitting in an office here. And 
then maybe thinking about doing 
everything by internet to everything 
by phone. I think it's difficult. Yeah. 
Okay. 
 
“If they is a big part of their busi-
ness is dependent on that market 
then this is what they should invest 
in.” 
 
 
“Setting up a representative office is 
not that complicated, right.” 
 
“I would say it depends on the por-
tion of your business that you are 
handling there. So if 90% of your 
turnover Depending on good supply 
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with Chinese sup-
pliers? (RBV) 

x How strong are in-
tellectual property 
rights in China? 
(VRIO) 

x What has been your 
company’s main 
objective or benefit 
from entering the 
Chinese market? 
(OLI) 

Nice to know: 
x What can be the 

risks in a business 
partnership with a 
Chinese partner? 
(agency problem) 
 

from China, then you should not go 
We are an agent. But if you're 
there's just parts of your business, a 
small portion of your turnover, then 
you could go by a third party who is 
taking care of supplier negotiation, 
quality inspections, following of or-
ders and things like that, then you 
could go by a third party, but if a 
major portion of your business de-
pends on the Chinese suppliers and 
Chinese market, then you definitely 
need your own organization that you 
could manage.” 
 
 
 
“I think that's the normal way they 
start by a service company [agent] 
who is doing this and that and the 
more that the business develops, the 
more economic it is to pay your 
own office to pay your own guys 
there.” 
 
“Because you know an agent, if you 
just work with an agent, you are 
also just a portion of his business 
and he is not professional in your 
product. Right? He is dealing with 
700 different other products so it's 
different if he's looking at suppliers 
or products then you are yourself 
doing that.” 
 
 
 
“It's difficult to say I mean, they 
should have some experience with 
international business in general.” 
“I don't think they need to have 
some very special skills or what-
ever.” 
“And I think what is the most criti-
cal part is that people will take their 
experience that they have from 
sourcing in other markets and try to, 
to put it one on one on the Chinese 
market and I think that is one of the 
biggest mistakes they're making, 
okay? Because they just try to treat 



 154 

China the same way they are treat-
ing Turkey and Slovenia and Russia 
and the United States but then they 
have to find out that things in China 
were slightly different from other 
markets. And if you go with the 
same expectations and the same 
things that you have from other 
markets to China, then you will find 
out there will be differences.” 
 
 
“Start with a market closer to my-
self more familiar with the business 
culture, more familiar with the 
whatever regulations and yeah, busi-
ness ethics and everything. And if I 
succeed in close by surrounding, 
then I can go a bit further, but if I 
try to enter the biggest and most 
competitive and most complex mar-
ket as the first step, I think that will 
be hard, but if you if you are suc-
cessful there, then every other step 
would become very easy.” 
 
 
 
There is a steep learning curve to 
doing international business in 
China. 
 
Third party agent as a means of by-
passing developing knowledge and 
capabilities for international busi-
ness with China 

HyggeHerbs is capable of es-
tablishing a competitive posi-
tion in the Danish home hy-
droponic garden market. 

x 4P’s marketing 
mix 

Ask about the how a product 
needs to be adapted to meet 
local consumer requirements. 
 

Need to know:  
x In your experience, 

are Western con-
sumer willing to 
purchase Chinese 
consumer goods ‘as 
is’ or do you find it 
important that firms 
invest in adapting 
some aspect of the 
product (4Ps) to the 
local consumer? 

“I think in general, Chinese prod-
ucts don't have good reputation in 
Europe. In general, yeah. So even 
you just take a Chinese product and 
put a European trademark on it and 
set it as a European company, then 
you have much better chances than 
selling a Chinese product.” 
 
 
 
They can customize everything if 
you're willing to pay for that. but 
then 
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x Within the areas of 
Product, Price, 
Place, Promotion, 
which are the most 
important areas to 
focus on when sell-
ing a Chinese-made 
product in western 
markets? (4Ps) 

 the product becomes more expen-
sive? Of course. Yeah. Because it is, 
let's say the standard product, they 
produce 100 million because they 
export it to 40 different countries. 
So that's why they have economies 
of scale and they have this price. 
Yeah. Now you come with your 
specific requirement, and you want 
and you just need this to be different 
and different and data bit different 
and the material a bit this and, and 
then the whole product actually 
changed the process is not the same. 
The checking is not the same. The 
certificates are not the same, and 
your quantity is not the same be-
cause he just wants to supply a 
small market. Yeah, yeah. So then 
the product is not the same any-
more, and it will be certainly more 
expensive than if you could use the 
standard solution that they offer.  
 
Because it's just, let's say the stand-
ard project they'd produce. 100 mil-
lion because they exploded to 40 
different countries. So that's why 
they have economies of scale and 
they have this price. Now you come 
with your specific requirement and 
you want, you just need this to be 
different or that a bit different and 
then a bit different and the material 
a bit this and, and then the whole 
product actually changed. 
 
The process is not the same. The 
checking is not the same. The certif-
icates are not the same, and your 
quantity is not the same because you 
just want to supply a small market. 
Yeah, yeah. So then the product is 
not the same anymore and it will be 
certainly more expensive than if you 
could use the standard solution that 
they offer. 
 
a Western company Putting, uh, 
their, their brand on a Chinese prod-
uct will like instantly make it's, I 
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have a better reputation kind of. 
Yes, absolutely. I think they use the 
end users and the customers here do 
not trust the Chinese products a lot. 
Yeah. So, um, so even if, uh, the 
quality of the product itself is still, 
uh, you know, Chinese quality. 
 
like instant coffee, but it's like per-
ceived to be high quality. Yeah, I 
think it can work. Yeah. But still it 
has to reach some certain quality 
standards. Yeah. Okay. But I think 
with the right promotion, you could 
push any part, but still it's called 
Nespresso and it's not called Jiang 
cafe. 
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8.6 APPENDIX 6: INTERVIEW GUIDE FOR SIEBACHMEYER 
TABLE 6 INTERVIEW GUIDE (AUTHOR’S INTERVIEW, SIEBACHMEYER, 2020) 

Research Question Interview Questions Answer 
The presence of institutional 
voids in China impacts Hy-
ggeHerbs by increasing the 
firm’s liability of foreignness 
and transaction cost when 
operating in the market 
alone. 

x Institution theory 
x Transaction cost 

theory 
x CAGE Frame-

work 

Ask about the institutional 
framework in China and how 
it impact business partner-
ships, intellectual property 
rights, transaction cost in 
comparison with western 
suppliers, communication, 
relationship. 

Need to know: 
x How easy is the 

process of search-
ing for a Chinese 
supplier that fits 
your requirements? 
(TCT) 

x How easy is it to es-
tablish a contractual 
agreement with a 
Chinese supplier? 
(TCT) 

x How often does a 
contract get 
breached or need to 
be enforced? (TCT, 
Agency problem)  

x How easy is it to 
seek damages in 
China (functional 
judicial system)? 
(TCT) 

x Do cultural differ-
ences make it more 
or less difficult to 
form a business 
partnership with a 
Chinese supplier? 
(Cultural distance) 

x Does the language 
barrier pose a hurtle 
for business collab-
oration? (Cultural 
distance) 

 
I think we work with an agent 
because we had many, many 
products which we dealt with by 
ourselves. And we did not want 
that any of our competitors, 
maybe get our products. So this 
is why we had an agent. Nor-
mally, I think you can get very 
easy to business contractions in 
China. Go to trade fairs Alibaba, 
or otherwise there are many, 
many agents in Europe which are 
doing business with the Chinese 
People 
 
I think it's hard to do without an 
agent. the first point is the lan-
guage okay. And the second 
point is how the Chinese are of-
ten we say they are a little bit 
corrupted. 
 
 
There are many many persons 
are to not speak English, okay. 
So if you are not speaking the 
Chinese language, it will be diffi-
cult. Okay. And the other point is 
the mentality from the Chinese 
people. They are I think it's They 
do not want to lose their faces we 
say in Germany, okay. So they 
maybe could not say no, they say 
everything is working. And after, 
and at the end, nothing worked. 
So I think you you need to have 
one Chinese Ah, and they're in 
China. 
 
It helped to ensure we got the 
right and good quality product by 
using an agent. (NOT QUOTE) 
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third party are there for [testing] 
quality standards 
 
 
Often they have contracts which 
are based on the main points 
price, quantity, but the quality 
and so on is not it's not fixed in 
that contract are often not fixed 
to that contract. Okay. So you 
say I want to buy the good insect 
screen in white color and like to 
sample Yeah, so in this in this 
way, and everything others it's 
only the price and the quantity 
and on which time you will get 
the goods. 
 
These standard contracts can be 
supplied by Alibaba. (NOT 
QUOTE) 
 
I think the contract is not detailed 
enough. Okay. And also, I think 
if the contract would be detailed 
enough, it would be difficult for 
you to discuss that with the Chi-
nese supplier. 
 
 
If you use Alibaba Nope, you 
will not. You will not see or hear 
it or Something else because they 
asked them that the agents which 
are all speaking English but often 
it's one or two person in the com-
pany, which speak English and 
they are doing the export things. 
 
It was festival because of the of 
the air pollution. And they were 
all the Asian governments ad vis-
ited Beijing and 30 days before 
it. The Chinese government says 
okay, all companies rounded 
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around about 100 kilometers 
round Beijing they had to stop 
because we want to have the blue 
sky because normally you do not 
have to blue sky in Beijing. And 
yeah, this 100 days you cannot 
produce anything. So this was 
very, very bad for our company. 
But as I told you before, the Chi-
nese government is also a little 
bit corrupted. So our age talk 
with them. And they said if you 
produce in the night nobody can 
see the air pollution because it's 
dark. So producing the night and 
then it's okay. And just kind of 
this kind of corruption is very 
normal I think 
 
Yeah, normally we do not have 
to pay it but our Chinese agent 
and in China the government of-
ten we get to lunch or also to din-
ner with some guys from the 
Chinese government. And then 
you gave to them maybe a bottle 
of whiskey or something. Okay. 
And that's like the corruption 
things. 
 
 
This time in this time, it was nec-
essary because when we met our 
agent, we often talked about the 
development, okay? And if you 
see somebody's face to face, it's 
more easy and you also have the 
product and you tell him your 
idea. And for us, it was often 
easier to communicate, as on 
Skype or maybe your telephone. 
If you buy the normal things and 
the standard things, I think it's 
unnecessary to do these business 
trips. But I think the business 
trips is also not bad because you 
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see and you learn How to how 
they produce the goods. And you 
learn maybe why it took so long 
or why it's so complicated or not. 

The competitive environment 
in the Danish home hydro-
ponic garden industry makes 
it an attractive market for 
HyggeHerbs to enter. 

x Porter’s 5 Forces 

Ask about how the competi-
tive environment in China ef-
fects the bargaining power of 
western firms positively or 
negatively. 

Need to know: 
x Is it common to 

face industry barri-
ers or regulations 
that make it diffi-
cult for a western 
business to source a 
product from 
China? 

x Are there typically 
a lot of substitute 
suppliers that are 
willing to partner 
with western com-
panies? 

x Does the number of 
suppliers in China 
make it easier to 
bargain for better 
terms (price etc.) as 
compared to west-
ern suppliers? 

x Do you see a lot of 
competitors produc-
ing substitute prod-
ucts in China? 

we traveled to I think Romania 
and also to Turkey to look for 
some freight companies, but you 
cannot compete with the prices 
in the dry market, if you will buy 
from I see. 

HyggeHerbs is capable of 
benefitting from locational 
advantages despite not hav-
ing an ownership advantage 
that it can transfer to the 
Chinese market.   

x RBV-VRIO 
x OLI 

What capabilities should 
firms develop before engag-
ing in business with China.  
 

Need to know: 
x Are there certain 

knowledge or capa-
bilities that are nec-
essary to have be-
fore collaborating 
with a Chinese sup-
plier is possible? 
(RBV) 

x Are there certain 
knowledge capabili-
ties that if they do 
not exist in the firm, 
will likely cause the 
collaboration with a 

 
 
first of all, you need somebody who 
is speaking the language. Okay. I 
think that would be would be good. 
If you do not have somebody who 
speaks the Chinese language. 
Second, you need someone with in-
dustry knowledge. We worked with 
an engineer to make the product de-
signs that we sent to the Chinese 
supplier. 
 
 
 
Third party agent as a means of by-
passing developing knowledge and 
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Chinese supplier to 
fail? (RBV) 

x Are there alterna-
tive methods of 
working with a Chi-
nese supplier if the 
firm does not have 
the necessary 
knowledge or capa-
bilities mentioned? 
(RBV) 

x In your opinion, 
what are the drivers 
of successful busi-
ness partnerships 
with Chinese sup-
pliers? (RBV) 

x How strong are in-
tellectual property 
rights in China? 
(VRIO) 

x What has been your 
company’s main 
objective or benefit 
from entering the 
Chinese market? 
(OLI) 

Nice to know: 
x What can be the 

risks in a business 
partnership with a 
Chinese partner? 
(agency problem) 
 

capabilities for international busi-
ness with China 

HyggeHerbs is capable of es-
tablishing a competitive posi-
tion in the Danish home hy-
droponic garden market. 

x 4P’s marketing 
mix 

Ask about the how a product 
needs to be adapted to meet 
local consumer requirements. 
 

Need to know:  
x In your experience, 

are Western con-
sumer willing to 
purchase Chinese 
consumer goods ‘as 
is’ or do you find it 
important that firms 
invest in adapting 
some aspect of the 

 
In our case, it was, um, for, for our, 
uh, for our, for my company, um, 
we want to change them a little bit, 
but, uh, normally, uh, they can nor-
mally, I think in the type of intake 
screens, they're buying the normal 
ones, so it doesn't matter. 
 
I think that, um, we developed by 
our own, um, because as I said be-
fore, um. 
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product (4Ps) to the 
local consumer? 

x Within the areas of 
Product, Price, 
Place, Promotion, 
which are the most 
important areas to 
focus on when sell-
ing a Chinese-made 
product in western 
markets? (4Ps) 

This was the, the way, how we can 
get the price we want from our cus-
tomer because we told him, okay, 
look, it's unique. It's only for you. 
And, uh, the other, uh, three or four 
competitors are all have the same 
product. And so you can say, okay, I 
do not have to same product and 
maybe Audi or legal or something. 
Yeah, we differentiated, but only for 
our company and for the, for our 
customer. Okay. And not for the end 
customer. For the end customer is 
they can use standard. 
In our case, it was the price. Okay. 
Because if you do not have. Yeah. If 
you do not have the right price, you 
cannot get into the market 
 
We did [00:44:00] the promotion 
because it was a service from ours. 
Okay. And the promotion also starts 
with the packaging. Okay. So, um, I 
think packaging and promotion for 
me, it's, yeah, it's one point. And the 
promotion is, it's very important that 
he can sell much, much of that 
goods.  
The promotion for the customer was 
that you, um, show him the deploy-
ments, what the frame can do, could 
do better than other frames. (Unique 
selling points) 
 
“Maybe, or it or it is not their ci. 
Yeah. Okay, different colors or 
different packaging units or so.” 

 
 
 
 
 
 
 
 
 
 
 



 163 

8.7 APPENDIX 7: TRANSCRIPT OF INTERVIEW WITH STAFFENDT 
Garth Thomsen  0:35   
Welcome morning Hello. Good morning. 
 
Thanks for for joining the call. How are you, john? I'm okay. 
 
Volker  0:49   
I'm in the office now. That's why. So, I have two jobs actually. Okay, that's fine. 
 
What's that? I'm good to go. All right cool. 
 
Garth Thomsen  1:00   
So yeah, thanks. Thanks for agreeing to talk with me Michael had had introduced me to you. We were 
called exit investors before he 
 
before he moved on recently. 
 
Oh, I just last sound. 
 
I can't hear you anymore. 
 
Volker  1:25   
I say I say Where are you located? I'm in Copenhagen. Copenhagen. Okay. Yeah. Yeah, who is a Danish 
word for, for making it comfortable and cozy and everything. Yeah, that's right. 
 
Garth Thomsen  1:42   
Yeah, I kind of took that. 
 
Volker  1:44   
And herps Herbes I suppose the hooks are not for smoking. They are more for advocates. And 
 
Garth Thomsen  1:49   
yeah, like a like vegetables and for your food. 
 
Volker  1:53   
Yeah. Okay. Yeah. So, so let's let's talk so that we can Go through it pretty soon because I have another 
meeting attended y'all. 
 
Garth Thomsen  2:03   
Okay, sure thing. Sounds good. All right. So yeah, a little background is that I'm working on researching 
this company who Herbes and how they do business as a startup in Europe and with a supplier from 
China, and I was told that you have some experience working in international business with China. Could 
you could you 
 
could you describe your industry experience and what role you have when you did that? 
 
Volker  2:39   
Yeah, well, actually, I have the I'm, I was starting to work in China around 
 
Unknown Speaker  2:47   
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12 years ago. 
 
Volker  2:51   
They started as an intern in the automotive industry and I worked in as a supply chain coordinator and lo-
gistics coordinator for 
 
For a company for a German company producing lights lighting for international business doing 
wastewater treatment and biogas plants and for this company I'm looking also around eight years now, in 
the beginning as a freelancer now I'm a part time employee and I'm managing two joint ventures that 
we're having in China so I'm taking part in all this board meetings twice a year we're visiting them twice a 
year. We are cooperating on projects in China but also in Korea for example, where we have Chinese 
parts supply parts we supply parts so yeah, basically I'm since I started with China's to somehow involved 
because as soon as there is any letter or any email with one Chinese letter on top, that the people will di-
rect to myself and say, Oh, it's some Chinese on it. It's your thing no matter if it's intellectual property, no 
matter what it is, yeah, it's as soon as there is a Chinese name or a Chinese environment, it's my thing. 
And I speak Chinese and I read Chinese by the way. Yeah, okay. 
 
Garth Thomsen  4:11   
equational 
 
Unknown Speaker  4:14   
Well, yeah, anyway, yeah, well you worship 
 
Garth Thomsen  4:21   
a jonghwan Srila Sunni Allah. 
 
Say dashi Srila 
 
Volker  4:26   
said, Ashish. Ha, well, yeah, 
 
Garth Thomsen  4:29   
Jews I shanghaied choose a jewel, a banana. 
 
Unknown Speaker  4:36   
Man, we should be hyper 
 
Unknown Speaker  4:41   
gender. Great. 
 
Unknown Speaker  4:43   
That's really cool. 
 
Garth Thomsen  4:45   
Yeah, I'm very interested in in China and doing business in China. 
 
That's really inspiring. Awesome. So 
 
I will then ask some of these questions that I've prepared. So, in general, in your experience, how easy is 
it for a small to medium sized enterprise to search for and identify a Chinese supplier that fits their needs 
or requirements? 



 165 

 
Volker  5:14   
I think nowadays, it's quite simple to search Chinese suppliers, their Alibaba global sources, international 
trade shows. It is not that difficult normally to search suppliers. Okay. But to search reliable suppliers and 
to develop them and to reduce the risk of being Yeah, let's say that you have issues with payments and 
you have issues with quality and then how to resolve this is not that easy, I guess. Yeah. 
 
Garth Thomsen  5:45   
Are those common challenges? 
 
Volker  5:49   
Yeah. I think in general to search suppliers nowadays. It's very simple. Yeah. 
 
Garth Thomsen  5:54   
Okay. So Alibaba is one one way For trade shows, yeah. Well, I 
 
Volker  6:00   
it's not my way of doing things in China because I always work with people that I know that I'm familiar 
with. Okay. I don't I don't like to search 
 
random companies by random 
 
websites don't rely on this sources. 
 
Garth Thomsen  6:22   
Do you feel like so, you kind of mentioning, like relationship building? And like Guan xi, for example. Is 
that something that's still very embedded in the Chinese culture? I would say so. Yes. Okay. So they'll do 
find that a Chinese supplier will give like preferential treatment to a company or a business partner that 
there have a strong relationship with? Yes, absolutely. Okay. 
 
Volker  6:53   
Well, I think it's important that you know, the people I mean, as long as everything Fine, it doesn't matter. 
You can do business with everyone as long as everything is okay. But as soon as there is some issues with 
quality with replacement with any anything like that it's always good that you have a strong relationship 
so that people know that it's not a one time opportunity and that people know that. Yeah, 
 
 
Volker  7:24   
you are serious and they are serious and yeah, I think that's the point. Now as long as things go smoothly, 
then everything fine but as soon as issues happening, relationship is important. And is more important 
than here. So it's important to visit these suppliers and to really build some sort of friendship as well with 
that. Yeah. 
 
Garth Thomsen  7:45   
So you're you're saying that it's important to like be face to face. And this means yes, yes, yes. So then 
 
In today's age when we have like Alibaba, for example for identifying the supplier, is it still necessary for 
these companies to then travel to China and meet them? 
 
Volker  8:05   
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I would say so because everybody can have a nice Alibaba presence and if you don't, it always depends 
how big is the volume you are planning to do with them and I think the contract is important. But if you 
don't have a strong relationship and a good understanding of each other, then the contract is not that help-
ful, because it's very difficult to enforce the contract. Oh, really? 
 
Garth Thomsen  8:33   
Could you tell me like why that is? 
 
Volker  8:37   
Even we have to joint venture contracts with our partners here, for example, but if people do not keep up 
the contract, it's not that easy to, to to to insist on your contractual obligations, because it's always a good 
bit of Yeah. And it's also a high cost to enforce your contract. I mean, you have to travel to a Chinese 
court for hire Chinese lawyers, or they have to travel here and I think in it's up to enforcing a question 
track them the relationship is broken anyway. Right. Hmm. Okay. 
 
Garth Thomsen  9:21   
Um, the like institutional setup in China for like handling court cases. Do you? In your experience you 
have you seen it work efficiently or is it? It doesn't really work that well. 
 
Volker  9:36   
I just had one encounter with you mean, like with the court, for example? Yeah. If you need 
 
Garth Thomsen  9:44   
to enforce a contract, for example. Yeah, I just say 
 
Volker  9:46   
that one in concert with that it was an IPR trademark or patent issue, where our Chinese partners had to 
appeal because they were copied by competitors. And in that case, too, it seemed that the court 
 
system seems to work we want that we want that case. 
 
We presented all our evidence and it was accepted by the court that we are the original holders of these 
patents. So somehow, it seemed to work to me in that case, yeah. Do you feel 
 
Garth Thomsen  10:29   
like it was as efficient as in the Western countries? I don't have 
 
Volker  10:33   
a comparison about that. Okay. 
 
Garth Thomsen  10:35   
That's why I 
 
Volker  10:36   
never participated in English. I think it's just just a feeling or thinking, I think in, in this case, it was our 
Chinese joint venture, which was a Chinese state owned company before we entered the joint venture. 
And they are very big in their industry. So it was more. It was more between two Chinese companies. We 
just support it from Germany. You know, we were just supporting as the license licensee or license giver 
in this case. So it was Chinese versus Chinese companies in court. And in this case, I think it works but I 
think as soon as it goes Chinese versus International, then I think there would be some preferences to to-
wards the Chinese part. Interesting. Very interesting. I think I think it is like that. Yeah. Okay. I don't 
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think it's just independent and just looked at the case by the other interesting work, especially if you talk 
about technology and yeah, yeah. Okay. 
 
Garth Thomsen  11:41   
How about the cultural and language difference in China compared to the west? 
 
Is that a is that a large barrier for Korean creating 
 
language? 
 
Volker  11:56   
I don't think language is a big barrier anymore because you see, you speak Chinese I speak Chinese to 
Chinese or speak English now. So communication itself shouldn't be a big issue. The bigger issue is more 
the cultural difference in, in in communication and For example, we say what we mean. And they don't 
say what they mean it's a lot of about keeping face losing face like 
 
Garth Thomsen  12:26   
Chinese, 
 
Volker  12:27   
Chinese customer suppliers will not be that directly if they don't meet a deadline if they don't hundred 
percent sure to meet your quality requirements, they have different approaches of what is quality, why is 
acceptable, what not what is influencing to function, what is just an optical point. So, there can be many, 
many things which are not language barriers, but more understanding or different meanings. Yeah, or 
what you communicate and how you communicate certain issues. Yeah. So, the way or how you com-
municate things, is a is a challenge due to the cultural differences. So, could you then maybe go through a 
third party agent to handle the negotiations for example, 
 
Volker  13:18   
Yes, I think it's important to have someone on site, someone on the ground, if you want to do business 
there. Yeah, either you have a third party where you have a strong relationship with or you have really 
your own people on the ground. And for a Chinese customer or supplier. It's always important to know 
where you live, to know who you are to know how you Yeah, to be able to research something about you. 
And I think it's always important to have someone on the ground it's difficult to do business just by sitting 
in an office here. And then maybe thinking about doing everything by internet to everything by phone. I 
think it's difficult. Yeah. Okay. 
 
Garth Thomsen  14:11   
So do you feel like small and medium size surprises do they typically have the resources to, to have to de-
velop? Like maybe an office or like have actual human resources on the ground in China? Is that common 
to see? 
 
Volker  14:31   
Um, yes. If they is a big part of their business is dependent on that market then this is what they should 
invest in. Yeah. Yeah. 
 
Garth Thomsen  14:41   
Okay. And is that would you? Easy? 
 
Volker  14:44   
Easy, impossible. Yeah. Okay. 
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Garth Thomsen  14:47   
Is it 
 
Volker  14:49   
Setting up a representative office is not that complicated, right. Okay. 
 
Garth Thomsen  14:55   
So is that preferably for verbal does that work better than going through a third party agent in your experi-
ence? Setting up your own?  
 
Volker  15:07   
I would say it depends on the portion of your business that you are handling there. So if 90% of your turn-
over Depending on good supply from China, then you should not go We are an agent. But if you're there's 
just parts of your business, a small portion of your turnover, then you could go by a third party who is tak-
ing care of supplier negotiation, quality inspections, following of orders and things like that, then you 
could go by a third party, but if a major portion of your business depends on the Chinese suppliers and 
Chinese market, then you definitely need your own organization that you could manage. 
 
Volker  15:51   
Yeah. Is it common 
 
Garth Thomsen  15:53   
to see like SMEs or startups that start with like, an agent and then transition to Yeah, 
 
Volker  16:00   
yeah. Yeah, I think so. I think that's the normal way they start by a service company [agent] who is doing 
this and that and the more that the business develops, the more economic it is to pay your own office to 
pay your own guys there.  
 
Garth Thomsen  16:19   
So internalize the activity. Yeah. Okay. 
 
Volker  16:23   
Because you know an agent, if you just work with an agent, you are also just a portion of his business and 
he is not professional in your product. Right? He is dealing with 700 different other products so it's differ-
ent if he's looking at suppliers or products then you are yourself doing that. Yeah. And 
 
Garth Thomsen  16:47   
does it ever happen? Or have you ever heard cases where like an agent might act like a opportunistically 
towards their clients? Like maybe the supplier says one price but they tell a client another price for exam-
ple, and kind of like a little bit of corruption,  
 
Volker  17:06   
I guess it was Yeah. Or they or they could also approach your competitors and try to do business with 
your competitors. It's it is it can it can be Yeah, why not? Okay, there is no such thing like morals in 
China, you know that, you know that I mean, stupid is the guy who's been screwed not the guy who's 
screwing you over? Yeah, yeah. Simply speaking, I mean the people have to survive and if they say for 
example, if they see an opportunity to increase this portion of business with going to different parts of the 
world or going even to Europe them and approach your competitors, if they see an opportunity, and they 
find ways to disguise that they are behind it by letting the suppliers offer directly and cutting their 
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commission or they will find ways to to supply your competitors without you even knowing that it's from 
your same agent. Yeah. Okay. 
 
Garth Thomsen  18:08   
Is it Have you also heard of cases where maybe a supplier might identify a business segments from their, 
their customer. And then like vertically integrate, like forward integrate into that segment. And maybe 
like they like try to sell directly to the customer. Yeah. 
 
 
Volker  18:25   
I think it can happen but it's not that common because the key to the market is the customers and the cus-
tomer base and it's not easy. Most of the end users or final customers here in Europe, they are happy to 
have an intermediary who is taking the responsibility of inputting the financial risks of and they don't 
even they won't feel so happy to be approached directly by a Chinese. Yeah. Okay. But there are custom-
ers who think why would I buy from an importer all the time if I could go directly to the source? Yeah, so 
the risk is certainly there. Yeah. But for the Chinese manufacturer trader, importer exporter, it's not that 
easy to, to let's say go straight to the end users here or to your customers here. It's not that easy. Okay. 
 
Garth Thomsen  19:30   
Are there typically a lot of substitute suppliers? So an SME from the West has is do they have an easy 
time finding lots of potential suppliers that could supply them with what they're looking for? I think 
 
Volker  19:47   
there is a huge quantity of potential suppliers. Yeah, that's the big advantage. Yeah. 
 
Garth Thomsen  19:53   
Does that large number or that large quantity of suppliers make it? 
 
 
Volker  20:00   
I think it makes it more difficult and easier, actually. Because how to how to how to choose the you know 
how to pick the good ones from the bad ones. I mean, the more choice you have, the more difficult it is to 
find the right quality, price reliability, trust in things like that, you know? 
 
Garth Thomsen  20:22   
So it also increases like your search cost. Like, yeah, 
 
Volker  20:26   
yes. And it makes it very difficult to identify. I mean, if you have to visit 30 companies to determine 
which one is the right one is certainly more expensive than if you have just four to select to. Let's say that 
Yeah, yeah. 
 
Garth Thomsen  20:40   
That makes sense. Yeah. Think about that. 
 
But having this having the existence of many suppliers, does that have an impact on the price that you get 
from them? Can you bargain a better price because there's so many suppliers. 
 
Volker  20:58   
Um, 
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this is the other point because you have so many suppliers, you will always find someone cheaper than the 
other one. Okay. There will always be someone willing to take the risk. 
 
Garth Thomsen  21:14   
Yeah, let's say 
 
Volker  21:15   
the lower mind Just in order to enter into business relationship with you, yeah. But the price should not be 
the only should not be the main criteria. In my opinion, it should be other things like reliability and other 
things because you will always find somebody who will offer you the same product at a cheaper at a 
lower price. Yeah, always, you should look at things like how long is the company established? How long 
are they doing international business? What other clients do they serve, and not just go to the one with the 
cheapest price? I think that is the wrong approach because then you certainly have issued somehow the 
lower price must come from somewhere, either it's some lower quality or some worse the service is not as 
good. So, the lower price must come from somewhere so you should know what is a reasonable price for 
your product. Yeah. And if if somebody offers This product to a far lower price than what three other sup-
pliers often get something wrong with it. Yeah, yeah. 
 
Garth Thomsen  22:23   
Yeah. So you mentioned doing some kind of like due diligence on their experience and their reliability. 
Um, how willing are they to give up that information to you? How easy is it for an SME to get that kind 
of information? Well, 
 
normally 
 
Volker  22:45   
this they are quite 
 
proud of their international network of customers. And they will, of course, show off and say, Look, we 
are supplying this market and this customers and this and that, and that, yeah, it's a bit hard to verify eve-
rything. Yeah. But also nowadays, you have, you have various ways of checking the export volumes, you 
know, by the tariff code numbers, you could go over the Chinese customs and See this company export-
ing? Which volume? Which tablet number to what? markets? So you have possibilities to verify it isn't 
that Yeah. Okay. 
 
Garth Thomsen  23:26   
Yeah. But what is 
 
Volker  23:28   
difficult to check is the owner structure like who is behind everything and how are they connected and 
things like that are a bit more complex probably to research but they are. It's just not. It's not just as trans-
parent as it is in the West. You know, you don't get information on ownerships and things like that from a 
public databases, you get it in Germany, you know, 
 
Garth Thomsen  23:52   
how can that how can the ownership structure impact the business relationship? I mean, you really see the 
different interests behind it. You know, if 
 
Volker  24:04   
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let's say you have your own guy, your own office there and then you find out that he also has a stake in 
your biggest supplier then you will know why he's not so keen to change the supplier. Despite the fact the 
quality is not good, the prices are high. That Okay, 
 
Garth Thomsen  24:21   
things like that. Interesting. 
 
I'm 
 
given like the, like the institutional framework. Just how well the system works in general. Is it the same 
in all parts of China? Or are certain geographic areas? You know, the way that you do business is it does 
not change. I see. I think 
 
Volker  24:47   
there are big differences, regional differences. Yeah. Yeah. 
 
Yeah. And also, there are big differences between big cities and second tier cities and small cities, and 
let's say, Shanghai area, Ningbo area and central China. You know, I mean, I think there are big differ-
ences in in how the different things are involved. And how? Yeah, I think there are big differences. China 
is a big country, you know yourself. Yeah. From North East which Siberia to the southwest, which is like 
Thailand. You cannot, you cannot say things work the same all over China. Yeah. And people are not the 
same all over China. 
 
Garth Thomsen  25:36   
Yeah. Is it easier to export or source a source of product from coastal and tier one cities? Or 
 
Volker  25:45   
it's certainly easier to work with people in let's say, Shanghai Guangzhou area who have a long history of 
international trading and international business. And then if you go to a to a small factory somewhere in 
Sichuan province and try to do business with them. Yeah, I mean, I think it's certainly easier if you work 
with people who have some experience of course the prices are higher, but also the higher prices come 
from the experience the people know That you have certain requirements for documentation for quality 
for this for that, that, that and for inspections and that makes the price and also for AP. And if you go to a 
smaller factory because you think it's the director, producer, and then you have to develop this customer 
to a level that is accepted before you you probably find the time and the price in the end will exceed the 
other thing by far. Yeah, yeah. Yeah. 
 
What's what seems very cheap in the beginning can end can become very expensive in the end. Yeah. 
Yeah. Interesting. 
 
Garth Thomsen  26:53   
Um, are there are a lot of regulatory barriers in China that make it that prevents SMEs or make it more 
difficult for SMEs to find a business partner or to source a product from China. I didn't catch 
 
Volker  27:09   
the first part of the question. There are not a lot of regulatory barriers, or policy barriers from the govern-
ment. I think China is an export country. So it's made very easy for everyone to go there and shop.  
 
Garth Thomsen  27:33   
So 
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what kind of are there certain is there certain knowledge or capabilities that SME needs to develop before 
they 
 
start collaborating with a Chinese supplier? 
 
Volker  27:58   
Just Just a moment. Yeah. Sorry. 
 
Just Just start again, please. Sure. 
 
Garth Thomsen  28:22   
Ah, so I want to know if there's specific, like knowledge or capabilities that an SME today to have before 
they enter China. 
 
Volker  28:37   
It's difficult to say I mean, they should have some experience with international business in general. 
 
And I think what is the most critical part is that people will take their experience that they have from 
sourcing in other markets and try to, to put it one on one on the Chinese market and I think that is one of 
the biggest mistakes they're making, okay? Because they just try to treat China the same way they are 
treating Turkey and Slovenia and Russia and the United States but then they have to find out that things in 
China were slightly different from other markets. And if you go with the same expectations and the same 
things that you have from other markets to China, then you will find out there will be differences. 
 
So I don't I don't think they need. 
 
I don't think they need to have some very special skills or whatever. Yeah. 
 
Garth Thomsen  29:40   
I don't think they 
 
Volker  29:40   
need that. But I think they have to be careful in applying their experience from other markets to take it 
one and one by one to apply it on the Chinese market. I think they have to be careful about that. Do you 
ever see 
 
Garth Thomsen  29:53   
SMEs entering China as their first international business experience? 
 
Volker  30:00   
I'm like, like to do the first the first international market be China. Yeah. You mean you mean that? Yeah. 
And no big experience about that. But I think it is not the is the most complex market in the world. If you 
can make it there, you can make it everywhere. 
 
Garth Thomsen  30:22   
I would rather 
 
Volker  30:23   
start the other way, I would rather start with a market closer to myself more familiar with the business 
culture, more familiar with the whatever regulations and yeah, business ethics and everything. And if I 
succeed in close by surrounding, then I can go a bit further, but if I try to enter the biggest and most 
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competitive and most complex market as the first step, I think that will be hard, but if you if you are suc-
cessful there, then every other step would become very easy. Okay. 
 
Garth Thomsen  31:02   
Yeah, so there's a steep learning curve. 
 
So, alright. 
 
And then, we already discussed If so, as an alternative To entering yourself you could essentially pay a 
third party agent to help you with this knowledge. Yeah, it's this 
 
Volker  31:25   
is now more focused on 
 
supply or more on sales establishing a sales supply. Supply supply. Yeah. 
 
Garth Thomsen  31:36   
What does what does cage framework mean? See a T framework. Oh, that's culture, administrative. gov-
ernance. Government no geographic and economic. Okay kind of like a pestel if you see I 
 
Volker  31:52   
see pester yeah 
 
I learned these things long time ago but yeah 
 
Garth Thomsen  32:02   
I'm yeah, I just added that's for my own like, just to remember which PC what is TCP transaction cost the-
ory, 
 
Volker  32:12   
transaction cost theory 
 
Garth Thomsen  32:15   
theory. So basically like your search costs, your contract enforcement cost and your Okay, yeah, these 
kind of like, monthly contract monitor. Yeah. Yeah. 
 
So, now it's kind of my last couple questions are about when you source a product from China and you 
sell it to a customer in the West. How in your experience how do how willing are the Western companies 
to purchase a Chinese product, like without having any changes made to it? 
 
Unknown Speaker  33:11   
Is that common 
 
Volker  33:12   
um, 
 
I think the I think in general, Chinese products don't have good reputation in Europe. In general, yeah. So 
even you just take a Chinese product and put a European trademark on it and set it as a European com-
pany, then you have much better chances than selling a Chinese product. Okay. 
 
Garth Thomsen  33:42   
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I think 
 
Volker  33:43   
Yeah. And what you have to understand is, I mean, you probably understand because you've been there. 
China is an export country, and they export their products at a certain standard and with a certain certifi-
cate, let's say they cannot adapt their products to every international market that they are selling to right. 
So let's say you will need some sort of certification for every country. Then this certificate Shouldn't have 
to be done by you as the importer. And you cannot expect the Chinese company to have a certificate for 
192 countries. And they have paid for all this costs to get the certificate for each and every country and 
approval from each and every country. So this is something that makes it also pretty difficult to take a 
product and just transfer it as it is to any existing other market. Yeah. Especially not in Europe or the 
West. I mean, it's easy to take a Chinese car and export it to Africa or Southeast Asia because the stand-
ards There are even lower than the Chinese ones. So they might accept a Chinese certification or a Chi-
nese testing procedure. But if you take the same product, the same car and you want to set it to Germany, 
then of course you have to go through all the the whole process for European market and you have to take 
the risk and the cost for that because the Chinese won't do that. Yeah. 
 
Garth Thomsen  35:16   
And I would imagine some products especially like chemical products, like plastics or something. Um, in 
Europe they have regulations that banned some types of these products right? Yeah, like 
 
Volker  35:29   
rose and arrow HS they have things like that. No, you can some things you can get from the Chinese leg-
acy certificate something like that. They will have it. Yeah. Or I have a good example for example, fire-
works. Fireworks is a nice example because I have a good friend doing fireworks business and he gets a 
CE certification for his fireworks. But every European country requires own safety certification for a fire-
work. Yeah, so in Germany, you need it. The tested and released for German market in in Netherlands it's 
another certification in Spain. It's another certification. Yeah. So the Chinese will provide In general, the 
overhead thing is to see a certificate. And with this, see, it's easier for the German importer to get his Ger-
man number. Yeah. But still the Chinese will not go and apply for a German import number for a Spanish 
input number production. Yeah, he will try to give a basis like the rose certificate. Yeah. But it will be a 
Chinese report from a Chinese lab from a Chinese Institute. Yeah. And if you want to have it, if you want 
to test different parameters, of course, then you have to pay additional costs to get it tested to your re-
quirements. Yeah, yeah. Yeah. 
 
Garth Thomsen  36:53   
Okay, so then 
 
how about like with product design? 
 
How easy is it like to to negotiate with the supplier on changing products design? Or is it normally like a 
standard product that you just purchase? No, 
 
Volker  37:10   
they can.  
 
Volker  37:20   
They can customize everything if you're willing to pay for that. but then 
 the product becomes more expensive? Of course. Yeah. Because it is, let's say the standard product, they 
produce 100 million because they export it to 40 different countries. So that's why they have economies 
of scale and they have this price. Yeah. Now you come with your specific requirement, and you want and 
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you just need this to be different and different and data bit different and the material a bit this and, and 
then the whole product actually changed the process is not the same. The checking is not the same. The 
certificates are not the same, and your quantity is not the same because he just wants to supply a small 
market. Yeah, yeah. So then the product is not the same anymore, and it will be certainly more expensive 
than if you could use the standard solution that they offer. Yeah, yeah. 
 
Garth Thomsen  38:07   
Is there also 
 
a, is it common to like bargain, the price down if In relation to higher quantity, if you're ordering higher 
quantity, can you get a lower price? Yeah, you can 
 
Volker  38:22   
do that I have bad experiences with this because most of the European customers, they think the quantity 
they are asking is huge. Yeah. 
 
Garth Thomsen  38:31   
And 
 
Volker  38:32   
then when this quantity when you talk about the Chinese, with the Chinese supplier, the quantity for them 
is a three day work and this is the annual quantities Over 
 
Volker: Yeah. Like rules. I roll HS, [00:38:00] they have things like that. Now you can, some things you 
can get from the Chinese legacy CE certificate, something like that. 
They will have it. Yeah. Or I have a good example. For example, fireworks. Fireworks is a nice example 
because every. Friend doing fireworks business and he gets a CE certification for his fireworks. But every 
European country requires a own safety certification for a firework. Yeah. Okay. So in Germany you need 
it be tested and released for German market and in Netherlands it's another certification in. 
Spain. It's another certification. Yeah. So the Chinese will provide the general, the overhead thing is to 
see certificate and with this city CE, it's easier for the German important to get his German number, but 
still the Chinese will not go and apply for the German import number for a Spanish input [00:39:00] num-
ber or  number. 
Yeah. He will try to give a basis like that. The roast certificate. Yeah. But it will be a Chinese report from 
a Chinese lab. From a Chinese Institute. Yeah. And if you want to have it too, if you want to test different 
parameters, of course, then you have to pay additional costs to get it tested to your requirements. 
Yeah,  
Garth: yeah, yeah. Okay. So then, um, how about like with product design, uh, how easy is it. Too new 
to negotiate with the supplier on changing a product's design, or is it normally like a standard product that 
you just purchase?  
Volker: They can, they can customize everything if you are willing to pay for that. Okay. 
Yeah. And does  
Garth: that help, um, in selling  
Volker: the product becomes more expensive? Of course. Yeah. Because it's just, let's say the standard 
project they'd produce. 100 million because they exploded to 40 [00:40:00] different countries. So that's 
why they have economies of scale and they have this price. Now you come with your specific require-
ment and you want, you just need this to be different or that a bit different and then a bit different and the 
material a bit this and, and then the whole product actually changed. 
The process is not the same. The checking is not the same. The certificates are not the same, and your 
quantity is not the same because you just want to supply a small market. Yeah, yeah. So then the product 
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is not the same anymore and it will be certainly more expensive than if you could use the standard solu-
tion that they offer. 
Yeah.  
Garth: Yeah. Is there also, um, uh, uh, is it common to like bargain the price down if, uh, in relation to 
higher quantity, if you're ordering higher quantity, can you get a lower price?  
Volker: Yeah, you can do that. I have bad experiences with this because most of the European customers, 
they think. The quantity they are asking is huge. 
Yeah. Yeah. [00:41:00] And then when this quantity, when you talk about the Chinese, uh, with the Chi-
nese supplier, the quantity for them is a three day work. And this is the annual quantity. 
[00:44:00] [00:43:00] [00:42:00] Garth: Oh are you on mute? 
I think your voice is  
Volker: muted or your microphone is muted, 
sir. I can't  
Garth: hear anything. Scott's, Oh yeah. Now I can hear you.  
Volker: Sorry, something wrong with the internet connection.  
Garth: Okay. Yeah, that's okay. Sorry about that. I can hear you now though. Um,  
Volker: yeah. Where were, where did we, so,  
Garth: um, you were, you were talking about a bad experience with the companies. Um, Oh yeah, the 
annual, uh, yes, the  
Volker: quantities, right? 
Yeah. So many European companies promise huge [00:45:00] quantities, or at least talk about whatever 
things that somewhere in the future Chinese people don't trust on that. They will always ask you, so what 
is your first order? Because they have to purchase raw materials. They have to process things. In order to 
get a price, they need to have some sort of quantity to have a competitive price to purchase raw materials. 
Now, if you promise them 100,000 pieces and your first order is 10,000 pieces. And then you, they will 
probably just have to give you the price based on 10,000 pieces or even they are, then they will put you 
all the time and this is not a good start. Not a good relationship. If you promise quantities that you never 
reach. 
Yeah, okay. It's a good reason. You can try to negotiate on high volumes and but late after the first order, 
they will wait another month or two months and they say, where is your second order? Yeah, yeah.  
Garth: Right.  
Volker: And they will increase the price of course, [00:46:00] because they have all the raw materials sit-
ting there. 
Garth: Mm. Yeah.  
Volker: Yeah. So I don't think it's a good style. It's not, at least not my way of doing business. I have 
been also in big troubles with German clients, promising one quantity and for one year, and they, in three 
years, they never reached a quantity. And then I have the problem with my suppliers and my contact to 
explain. 
Yeah, yeah. Okay. And then I have to have them to serve this material or to have to push the customers to 
that. It's always a, and 10,000 pieces or 100,000 pieces. Sounds like a lot big quantity for us, but not, but 
not for them.  
Garth: Right. Okay. Yeah. So you mentioned, um, earlier that a, uh, like a Western company. 
Putting, uh, their, their brand on a Chinese product will like instantly make it's, I have a better reputation  
[00:47:00] Volker: kind of. Yes, absolutely. I think they use the end users and the customers here do not 
trust the Chinese products a lot.  
Garth: Yeah. So, um, so even if, uh, the quality of the product itself is still, uh, you know, Chinese qual-
ity. 
The, the Western, uh, customer will trust a Western supplier. Yeah. Yes, yes,  
Volker: yes. And the risk is all with the Western supplier because you are the importer. The product risk 
is at your side. They can, they can order small quantities. If there is any issues, they can come back and 
find you. They can easy as Sue you here in Europe, they can easy. 
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So this is of course, a risk reduction for every customer. If they deal with a European company instead of 
sending money overseas, then you have to pre-finance and prepay all the things Chinese exporters to 
[00:48:00] not like to give you a, to, to supply things without having all the payment upfront. Yeah. And 
so the risk is at your side, usually  
Garth: within, um, for the, for Western customer, would you say, uh. 
What they care about most when it's a Chinese made product? Is it like, um, the product price or the pro-
motion of the product if a  does that make sense? 
Volker: Uh, I mean, people just expect if they buy it from China, that would be the cheapest,  
Garth: right? Yeah. But could, uh. Could like a company if they were to, um, spend a lot on like, promot-
ing the product in like, uh, you know, increasing the customer's perceived value of the product through 
like promotions  
Volker: can I think, I think [00:49:00] Nespresso is something like that. 
No.  
Garth: Yeah. Like, yeah, right, like instant coffee, but it's like perceived to be high quality.  
Volker: Yeah, I think it can work. Yeah. But still it has to reach some certain quality standards.  
Garth: Yeah.  
Volker: Okay. But I think with the right promotion, you could push any part, but still it's called Nes-
presso and it's not called a non Jiang cafe. 
Yeah, it is. It is actually deceiving the customer from its origins. Yeah.  
Garth: Yeah. It's  
Volker: not what, it's pretend. To be.  
Garth: Yeah. Right. Okay. Yeah. Well, um, that was really helpful. That's all my questions.  
Volker: Uh, yeah. Anything else you want to know? You can also drop me a short email for a few more 
things I try to answer you. 
Yeah.  
Garth: Okay. Yeah, I might, I might have a few [00:50:00] questions maybe, um, once I've written a bit 
more on the thesis. Yeah, yeah, yeah. But that was, uh, yeah.  
Volker: Thank you so much. It was a pleasure to meet you and, uh, I hope I could help a little bit.  
Garth: Yeah. Oh, definitely. It's a big help and it was a pleasure to meet you too. 
Okay.  
Volker: Number woman. Bocelli NCBA 
let's keep in touch. Yeah. It's kind of touch 
Garth: hello? . Yeah,  
Volker: yeah. 
huh?  bye. Bye. Take care. God,  
Garth: thank you. Take care. Okay. 
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8.8 APPENDIX 8: TRANSCRIPT OF INTERVIEW WITH SIEBACHMEYER 
Garth Thomsen  0:01   
Okay, thanks again for agreeing to take the interview. It's a big help. 
 
So, um, yeah, the interview is about gathering data on business relationships between Western companies 
and Chinese suppliers. And first, I just wanted to ask, could you give like a brief introduction about your-
self, your industry experience and what kind of role you had when you worked with between your com-
pany and China? Okay. 
 
Tobias  0:39   
My name is two years, I worked for a company which developed and built up insect screens for 10 years. 
We developed them in Germany and we produced them in China, then north of Beijing. I did that busi-
ness a years, nine years. And last year I changed to another company. And then my I was two to three 
times the year in China to get to do the business together with the Chinese agents which we had 
 
Garth Thomsen  1:18   
and your role was what was your role? Exactly? 
 
Tobias  1:20   
My role was the lead buyer and also the lead development person in our company. Okay. 
 
Garth Thomsen  1:32   
What does that what does it mean to actually be like a lead buyer? 
 
Tobias  1:39   
Yeah, we are looking for the quantities which we need per year from the different models or colors of the 
insect screens. And also we are doing the pricing, okay, and the calculator and the calculation for our 
sales department. 
 
Garth Thomsen  1:54   
Okay. And you mentioned that you worked with an agent who is who works with a supplier in China? 
Yeah, right. Yeah right. Does does that agent work with multiple suppliers for you or just one? 
 
Tobias  2:10   
He worked with multiple suppliers because on an insect screen you have different kinds of materials in-
side the net which is mostly fiberglass and the frame which is elementium or maybe some PVC or some-
thing else. 
 
Garth Thomsen  2:27   
These so getting the product that you are sourcing from different suppliers. Did you ever encounter issues 
with like quality or how did you communicate? What kind of standards for the product that you wanted? 
 
Tobias  2:44   
And the standards are? Yeah, they are fixed on the drawings because the drawings which we sent to our 
Chinese agent, there is defined how the frame has to look like and On these standards, we decided we had 
to keep because if we're putting too much aluminium inside the frame we'll be getting higher from the 
price. And but in this business, the price is the main point. Okay. So the quality standards are very, very 
low. Okay. 
 
Garth Thomsen  3:25   
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But did you ever notice a difference in quality or the product? Yeah. between the different suppliers? 
 
Tobias  3:34   
Yeah, of course. Okay. Because of the suppliers are often they are on the on the land. Yeah. Very, very 
small and tiny. And often they do it. We often said that they do it in the garage, because it's not an indus-
try like you are May I know it. So very, very small and little and you have Often differences in the qual-
ity, which means in the measurement and so on, it's only Yeah, maybe 1.0 point one millimeter or some-
thing. But you have that that differences. Okay. 
 
Garth Thomsen  4:15   
And was it very important to have a very exact measurements? I know not for you. Okay. No. So it wasn't 
really an issue. 
 
Tobias  4:26   
For us it was not an issue. I think, for my Chinese a Chinese agent in the first thing, it was an issue be-
cause if you have an aluminium profile and you should fix PVC profile inside and the aluminium profile, 
maybe it's a little bit too wide. Yeah. And the end, the PVC profile is too small. Yeah, they had to adjust it 
and I think, but they did it all in China. Okay. Well, I think for him, it was a little bit difficult to get every-
thing that that is working. But in the end in Germany, we got the The kids, whichever which worked. 
Okay. 
 
Garth Thomsen  5:04   
And this company is a German company you work for right? Yeah. Yeah. And are they like a large multi-
national company? or medium size? Or how 
 
Tobias  5:15   
would you they're around about it's an organized in a holding company. This holding has round about 
1000 employees. Okay. And then the company where I work we are we have been 2020 employees. And 
we sold that in sixth grades to all the DIY markets in Germany. 
 
Garth Thomsen  5:36   
Yeah, why? Okay. And so that's what kind of industry Do you would you classify that company as being 
in said like, Home Improvement gardening? 
 
Tobias  5:47   
Um, I think it's called improvement. 
 
Garth Thomsen  5:50   
Okay. Great. 
 
Thank you. So the next question I have is more or less During the interactions with suppliers, so even 
though you worked with an agent was that because it was very difficult to find a Chinese supplier without 
the help of an agent? or How easy is the process of searching for Chinese supplier that fits your require-
ments? 
 
Tobias  6:24   
I think we work with an ancient because we had many, many products which we dealt with by ourselves. 
And we did not want that any of our competitors, maybe get our products. So this is why we had an agent. 
Normally, I think SP also talked the last time, I think you can get very easy to business contractions in 
China. Go to trade fairs Alibaba, or otherwise there are many, many agents in Europe which are doing 
business with the Chinese People 
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Garth Thomsen  7:02   
So would you say it's overall it's an easy process or is it hard to do without an agent? 
 
Tobias  7:09   
I think it's hard to do without an agent but Therefore, I think Volker maybe can get you also some some 
points because the first point is the language okay. And the second point is the Thai power the, the Chi-
nese are often we say they are a little bit corrupted. 
 
Garth Thomsen  7:33   
Could you kind of explain what you mean with the language and also with the corrupted 
 
Tobias  7:41   
the language many, many Chinese 
 
persons are to not speak English, okay. So if you are not speaking the Chinese language, it will be diffi-
cult. Okay. And the other point is the mentality from the Chinese people. They are I think it's They do not 
want to lose their faces we say in Germany, okay. So they maybe could not say no, they say everything is 
working. And after, and at the end, nothing worked. So I think you you need to have one Chinese Ah, and 
they're in China. 
 
Garth Thomsen  8:21   
It sounds like you're saying that maybe the supplier or business partner wasn't completely honest. 
 
Yeah. Is that okay? And 
 
so does it help ensure that you get the right and good quality product when you're using an agent? 
 
Tobias  8:42   
I see. I think so. Is 
 
Garth Thomsen  8:45   
there Do you think that's a difference? Do 
 
you think the reason why you've got a worse product without an agent is because you were in a Western 
company? Or? No, I think it's 
 
Tobias  8:57   
the mentality of the Chinese. They are producing And they they test the product and they say, okay, it's 
working. It just looked like it just looks similar then then the product, which he said to me, but it works 
and I think it would be okay. 
 
Garth Thomsen  9:11   
Oh, that's an ad. So actually did they send you like some pictures and the actual product look different? 
 
Tobias  9:19   
Normally, you're doing it or we did it in the following way we searched on Alibaba or on a trade fair. And 
then we ordered some samples. Okay, then you build up the samples and you see okay, there is good, 
that's not so good. Maybe we could improve it. And after everything was fine, we did the contract, and we 
ordered the goods. And after the goods arrived in Germany, on the C on the container CA, C, whereas 
you get a little bit difficult than others and other products. 
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Garth Thomsen  9:56   
So, um, the products that you ordered, were they Based on your designs that you've sent to the supplier, 
 
Tobias  10:03   
nope. 
 
Garth Thomsen  10:05   
Okay, so with some standard design that they had, 
 
Tobias  10:07   
yeah, so instead of December maybe if you order for DIY, DIY market, they want some own branding for 
their packaging. Okay. And maybe this branding was not how we sent them the printing data. Okay, he he 
adjusted by himself and so on and did not get a reply. And so it's very difficult for us to tell our customer 
Okay, we changed the thing. 
 
Garth Thomsen  10:35   
Right? So it's, it doesn't make sense for your customer if they get a package that is branded by a Chinese 
supplier, right? 
 
Tobias  10:43   
Maybe Maybe, or it or it is not their ci. Yeah. Okay, different colors or different packaging units or so. 
Okay. 
 
Garth Thomsen  10:57   
I want to know a little bit more about the contract. That you made with the Chinese supplier was it I don't 
need to know like the details but was it easy to establish the contract? 
 
Tobias  11:12   
It was very easy because 
 
often they have contracts 
 
which are based on the main points price, quantity, but the quality and so on is not it's not fixed in that 
contract are often not fixed to that contract. Okay. So you say I want to buy the good insect screen in 
white color and like to sample Yeah, so in this in this way, and everything others it's only the price and 
the quantity and on which time you will get the goods. 
 
Garth Thomsen  11:51   
Okay. So um, was that contract something that's like provided by Alibaba as a standard contract? 
 
Tobias  11:58   
Yeah, also Okay. 
 
Garth Thomsen  12:02   
Gotcha. And 
 
and you mentioned that it's quite often that you don't get the exact product that's kind of outlined in the 
contract, or is it because that the contract is not detailed enough? 
 
Tobias  12:20   
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I think the contract is not detailed enough. Okay. And also, I think if the contract would be detailed 
enough, it would be difficult for you to discuss that with the Chinese supplier. Okay. 
 
Garth Thomsen  12:35   
Are you able to make changes to the contract before? Yeah, you are. Okay. Great. And in the case, for ex-
ample, 
 
if you ever 
 
the terms in the contracts, were you ever was something delivered that was not correct. For example, if 
you order 2000 screens, but You only get 1000 screens has has something that was in the contract ever 
not been delivered. That makes sense. 
 
Tobias  13:10   
I think one or two times Yes. But they delivered it then a few days or weeks after it because they had 
product production problems and so on. Okay. And, but but normally No. Okay. 
 
Garth Thomsen  13:25   
So have you ever needed to 
 
get a like for make a formal dispute regarding a contract? 
 
Tobias  13:33   
No. Okay. 
 
Unknown Speaker  13:38   
And 
 
Garth Thomsen  13:40   
in regards to the cultural differences in China, when you're when you're using Alibaba, do you still find 
that language and culture is a factor? 
 
Tobias  13:55   
If you use Alibaba Nope, you will not. You will not see or hear it or Something else because they asked 
them that the agents which are all speaking English but often it's one or two person in the company, 
which speak English and they are doing the export things. Okay. Great. 
 
Garth Thomsen  14:19   
So my next section is more about the industry regulations in China. Did you ever face some kind of regu-
lations that caused like a barrier to 
 
to enter or to get the product from China? 
 
Tobias  14:42   
Normally So, as you may know, in China, the air pollution is very, very bad. And the Chinese govern-
ment did some regulations that you have to stop to completely factory, also the complete region. So, I was 
Once in China, and there was in Beijing 
 
festival because of the 
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I'm not sure how it's called in English. It was festival because of the of the air pollution. And they were all 
the Asian governments ad visited Beijing and 30 days before it. The Chinese government says okay, all 
companies rounded around about 100 kilometers round Beijing they had to stop because we want to have 
the blue sky because normally you do not have to blue sky in Beijing. And yeah, this 100 days you cannot 
produce anything. So this was very, very bad for our company. But as I told you before, the Chinese gov-
ernment is also a little bit corrupted. So our age talk with them. And they said if you produce in the night 
nobody can see the air pollution because it's dark. So producing the night and then it's okay. And just kind 
of this kind of corruption is very normal I think did 
 
Garth Thomsen  16:20   
did you ever have to like pay some like bribes or something for them to do that? 
 
Tobias  16:28   
Yeah, normally we do not have to pay it but our Chinese agent and in China the government often we get 
to LA to to lunch or also to dinner with some guys from the Chinese government. And then you gave to 
them maybe a bottle of whiskey or something. Okay. And that's like the corruption things. 
 
Garth Thomsen  16:50   
Okay, some kind of gift, some kind of gift, okay. 
 
Tobias  16:57   
But to be honest, I do not know if they are also getting some money from the from the companies or 
something. I don't know it. 
 
Garth Thomsen  17:05   
Sure. 
 
So we talked a little bit about this. We kind of like talked about some of these questions earlier. But just 
to be clear, it seemed like there was a lot of substitute suppliers that were willing to, to supply you with 
their product. said Yeah. Okay, so you never had difficulty getting some kind of product from China. 
 
Tobias  17:32   
No, we never had that problem. Okay. 
 
Garth Thomsen  17:36   
Does okay. So here's a question regarding the suppliers as well. Because that there's so many substitute 
suppliers. Did it ever make it easier for you to bargain for cheaper prices? 
 
Tobias  17:52   
I see Yeah, nearly all the time because you can complete them and you can tell the one supplier Okay, I 
could get that Good for say one US dollar and then the supply which you are talking to the right now it 
says okay, if you're doing 10,000 kids you can get it for 0.95 US dollars. So the price thing for for easy 
and cheap products is you can compete them and you can get the best price but maybe not the best quality 
so you have to find the best way for you. Okay, because often they because often they are using that bad 
plastics or something if they do cheaper. Okay, maybe it's not it's not allowed in the euro. 
 
Garth Thomsen  18:40   
Oh, there's some regulations in Europe. 
 
Tobias  18:42   
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Yeah, it's we have some some goods in the PVC which are smelling very bad. Yeah. And they are making 
the goods very soft. And these softeners are not allowed in. In Europe. Okay. Interesting. 
 
Garth Thomsen  19:00   
So how can you like ensure that that doesn't happen that you don't get that kind of banned material? Um, 
 
Tobias  19:10   
I in the past three or four years normally we did it in the following way that from all other suppliers s 
from the suppliers from our agent, we did tests when they are producing the goods. Okay. You have there 
some some some testing companies which are maybe you know, TUV rheinland 
 
Garth Thomsen  19:33   
like a third party, company, 
 
Tobias  19:36   
third party and they are there for quality standards, okay. Or maybe it's also Haram is is maybe some 
some third party and they are going to the production, looking for the materials and testing also the mate-
rials for the ingredients and so on. 
 
Garth Thomsen  19:53   
Okay, so that's a service that you paid that company to do 
 
Tobias  19:57   
and we had to pay for it. 
 
Garth Thomsen  20:00   
Yeah, okay. 
 
How how necessary? Was it? Because it seems like if you're contacting suppliers and agents through 
Alibaba, how necessary is it for you to take business trips to China? 
 
Tobias  20:22   
This time in this time, it was necessary because when we met our agent, we often talked about the devel-
opment, okay? And if you see somebody's face to face, it's more easy and you also have the product and 
you tell him your idea. And for us, it was often easier to communicate, as on Skype or maybe your tele-
phone. If you buy the normal things and the standard things, I think it's unnecessary to do these business 
trips. But I think the business trips is also not bad because you see and you learn How to how they pro-
duce the goods. And you learn maybe why it took so long or why it's so complicated or not. 
 
Garth Thomsen  21:08   
Okay? So, especially like, if you want to make changes to the product design, then it's much better to 
meet face to face. Do you? Did you feel that by meeting face to face? You built a better business relation-
ship with the suppliers. And yeah, they might have treated treated you better in some way. 
 
Tobias  21:32   
And normally we we did that meetings only with our agent or with our agent office. And I think it's nor-
mal if you're doing business 10 year, round about 10 years, that it's also like a little bit of friendship. 
Okay. 
 
So it was it was better. Okay. 
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Garth Thomsen  21:55   
Did you ever encounter a problem or a suspect that The agent might have acted in a opportunistic way 
where they might have told you maybe a higher price than what the supplier actually was requesting. 
 
Tobias  22:18   
I'm not, I cannot remind, but maybe one one or two times Yes. 
 
Garth Thomsen  22:25   
Okay. It has. 
 
Tobias  22:27   
Often it's then in the case 
 
you have a high priced product. 
 
And before you bought it the year before you may have a problem. And this problem had to solve by the 
Chinese agent and this problem costs money. And so he did the price a little bit higher, that he can solve 
this problem. But normally the normal way you pay it because you pay the higher price for it. Yeah, this 
time just we faced one or two times. Okay, but we discussed that matter and we got that money also pack 
so 
 
Garth Thomsen  23:08   
are they returned that money to us? Yeah, they returned it Yeah. Okay. But it's because that because you 
told them that they returned it they would not 
 
Tobias  23:20   
okay we have you have to tell them that that was the right and we have to find another solution and then 
they are maybe understand it okay. But in the normal way, if you do not say anything, they will not, they 
will they will not they will do not return the money to you. Okay. 
 
Garth Thomsen  23:38   
Interesting. 
 
I have a question about competitors. 
 
So, you're the competitors of that. The DIY, the frame company, the the window screens. Were a lot of 
your competitors doing this. Similar business model getting their product from China 
 
Tobias  24:04   
yeah in this in the dry market I think if you want to, to to get into the dry market you have to to buy the 
goods in in Asia otherwise you can compete with the price. Okay. Interesting, 
 
because we are we did 
 
we traveled to I think Romania and also to Turkey to look for some freight companies, but you cannot 
compete with the prices in the dry market, if you will buy from I see. 
 
Garth Thomsen  24:42   
So, my next questions are regarding 
 
your firm and kind of their their knowledge and capabilities. 



 186 

 
So, 
 
we've established that the firm Went through or went through an agent to as the kind of intermediary to 
contact and negotiate with suppliers. But if you were to do it on your own without an agent, what kind of 
like knowledge or capabilities would the company need to develop in order to be able to go directly to a 
Chinese supplier and negotiate? 
 
Tobias  25:28   
I think 
 
first of all, you need somebody who is speaking the language. Okay. I think that would be would be good. 
If you do not have somebody who speaks the Chinese language. You need somebody who is 
 
Yeah, who knows that the different 
 
what means 
 
I didn't know the word. 
 
Who knows the different types of baby lb new which you can use Different types of PVC or something 
from industry knowledge from industry knowledge here right thanks for loads because normally we de-
veloped our frames and so on within engineer okay and he had the knowledge from Germany or Europe 
what materials you can use but sometimes they cannot produce the materials in China in that way because 
they do not have the machines or they cannot do it in that sizes because it's too small or too tiny or some-
thing. Okay, so I think this to two types would be good if you have them. And otherwise if you do not 
have them you have to go to standard products which maybe your competitor has also. But then you have 
to go to the dry market, to the to the buyer and tell him Okay, we are at the same production Our competi-
tor but we do it cheaper because otherwise I think you do not get get a foot into that market 
 
Garth Thomsen  27:07   
okay. So competing on price Yeah. Whereas if you can, if you have the capabilities of designing your 
own product yeah right because deciding 
 
Tobias  27:17   
is also some individual 
 
some individual things like the like how you fix the frame on the window and so on, which is easier for 
the end customer and that was our main point that we are doing, we will sell better products for the same 
price, 
 
Garth Thomsen  27:37   
okay. And 
 
was what was the reason why you decided to go with an agent rather than internally developing those 
kind of skills and capabilities. 
 
Tobias  27:51   
Because in our holding company, we have two other companies which are selling in tech screens, okay. 
And one was For the discount market like little or Aldi 
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and so we want to 
 
we want to assume the complete quantities which we needed elementium or PVC that we can get better 
prices. Okay, so normally we would order from the supplier and then the other company in our holding 
would order from the supplier and so we tell him Okay, look, we have 1.2 million in tax credits which we 
need in some and so we we can get a better price. 
 
Garth Thomsen  28:36   
Okay. But 
 
how often do you need to do need to make these kind of orders or do some kind of transaction? 
 
Tobias  28:50   
Did you mean that we can get a better price? 
 
Garth Thomsen  28:53   
I mean, how often do you need to place orders or do you need to contact or negotiate or find out more 
 
Tobias  29:01   
Yeah, normally we ordered round about 
 
normally we ordered two times a year. Okay. So in the autumn you ordered for the next year in spring. 
And in spring you ordered for autumn. So you did two orders. In the orders you difference also between a 
few products and so on. So I think we had to have 30 to 40 orders in China a year. And 
 
Garth Thomsen  29:38   
did you have to make a lot of like phone calls and negotiate, spend a lot of time negotiating and talking? 
 
Tobias  29:46   
No, the most things. Were about Skype, a bit about Skype and the negotiation was often about the prices. 
Why why half the price has been raising and How you calculate the different types in that in that frame 
kit, because we had there some calculation sheet and you have seen the profile cost one US dollar, two 
fiberglass green costs 3030 cents and next year you can compare the prices and have a look like they 
raised so this was was very much of that of the work before we ordered 
 
Garth Thomsen  30:27   
Was it easy or difficult to arrive at a price that both parties could agree to? 
 
Tobias  30:36   
In the beginning it was 
 
easier 
 
and after we got that calculation sheet it was more difficult because I think if you do not know how the if 
you do not know as the as the as the buyer how the price is made. I think it's more easier for the salesman 
Look that he can get, he can give you the price you need. But after you have the calculation sheet you see 
every, every position with the exact price. And so we cannot care. I think in the past he didn't, okay. We 
make the elemina profile five or 10 cents cheaper, but I raised it on the insect screen. Okay. So, he he 
takes two different positions, I think with the prizes. But after that you have everything very easy to over-
look and so he had the possibility 
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that he changes the prices so easy. 
 
Garth Thomsen  31:42   
was a very costly to the company to have to negotiate price every time. Like twice a year 
 
Tobias  31:50   
was not. No Okay. 
 
Garth Thomsen  31:53   
Great. 
 
Let me just look at the questions. 
 
So what an alternative to going with an agent? No an alternative with going directly with the Chinese sup-
plier we said was to go with an agent. 
 
Tobias  32:11   
Yeah. Okay. 
 
Garth Thomsen  32:16   
In your opinion, what are some of the drivers have like a successful negotiation with a Chinese supplier or 
with the agent. 
 
Tobias  32:30   
Um, I think the main, the main point is that you as you know, the the Germans are very, very strict and 
they want to do it 100% perfect. 
 
And I think 
 
if you will do it with the 80% perfection, it will be easy to do the business in China. Otherwise, I think 
you will have problems because The last 20% they maybe they cannot do it and they or they will not do it 
and they will show to you that they will do it. So you can get so you will do business with the with the 
Chinese guys 
 
Garth Thomsen  33:14   
20% of suppliers you're saying 
 
Tobias  33:17   
20% of the of the of the perfection. 
 
Garth Thomsen  33:21   
So 20% of these insect screens maybe are worthless because they're broken. There's 
 
Tobias  33:27   
no no no, no, I think if you want to do it, 
 
you have to find comparisons. I think 
 
Garth Thomsen  33:37   
comparing 
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Tobias  33:39   
supporting costs, you have to 
 
you have an idea. And your engineer is drawing that idea because in Germany or in Europe, we'll work it 
and then you you send the drawing to China and say, Okay, please have a look for it. Can we produce it 
that way? Okay. They are looking for it and they say because as I told you before, they They never would 
say no. So they said yes of course we can do it. Then you know you're building the moves, you get the 
first samples and then you say, Oh look, the corner is not that perfect how we want it. It's a little bit too 
tall or something else. And then they say, okay, we adjust the mood, we try a second time. Okay? And 
then after that, you get it back. It's not that perfect how you have it in the drawing, but then you have to 
say them, okay, it's okay for me. I think you it will not get better it will be working. But we can do it in 
that way. And I think if you are going on that you will have the goods like as you draw, maybe you will 
not get that business. We will not do it that business because maybe they cannot do it, but they will never 
say no to you. So they are trying again trying again trying again. And maybe it worked one time, but then 
on the second time it will work again. Okay. So we have to talk with the guys and they know They know 
much better than we in Germany, what they can do and what they can do good. And often the Chinese 
told me to be a sent he sent me one sample because the copy and paste thing is the thing that we can get 
that we can do the best. Send it to me, I can complete one to one. 
 
Garth Thomsen  35:23   
I don't understand that part what that 
 
Tobias  35:28   
means that the Chinese guys, they often told us that you have to you have to, to ask them what they how 
they can do it, how they can fix maybe the problem or they can do this part. And maybe you have to engi-
neer it a little bit new, or the easiest way. They often told me to send me one sample of the good unit. And 
I will copied one to one. 
 
Garth Thomsen  35:55   
Oh okay. So if you have like a sample produced in Europe, And then you send that to the Chinese player. 
Yeah, then they can try to copy it better than from the drawing. 
 
Tobias  36:06   
Yeah. Oh, but maybe, but if they cannot copy it, you have to say, Okay, please tell me only what you can 
do. And then we do it in that way. So I think this is, this is the way the best way to do business with them. 
Or you can do business with them. Otherwise, maybe they it will cost too much money or they will say 
no, they will try it and try it and try it. And maybe you will lose your customer or something else because 
they will never say no to. 
 
Garth Thomsen  36:38   
Okay. So it seems like there's quite a bit of uncertainty. Yeah. Regarding the product. Okay. 
 
Tobias  36:49   
But I think for also for that point, please ask Volker because Falco did some import export business. 
Okay, with between European and Chinese companies. Okay, and I think he can tell you many many 
things about the debt. 
 
Garth Thomsen  37:07   
Okay, great. I'll I'll ask him that. 
 
Did you so for like these custom product designs that you would send to 
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your, your agent 
 
did you have to get them 
 
like have some kind of intellectual property tied to them? Like some patents? 
 
Tobias  37:33   
Yeah, we had patents but the patents we normally only had in Germany or Europe. Okay. Because the 
market in China for this kind of goods is very, very less because they are doing as you may know, they 
don't have that much money the land side. So they are doing very, very cheap insect screens. Normally 
the petard you only have on the frames on the on the inset screen frames about the connection or the fix-
ing on the window or on the wall or something else. Okay. 
 
Garth Thomsen  38:13   
So 
 
when you send a, like a design to a supplier are they only willing to work with you on making that design 
if you're if they think that you are going to buy a large quantity 
 
Tobias  38:34   
therefore I'm not sure because normally I sent it to to our agent, okay. And we had to pay the moods. So I 
think for the for the suppliers, it doesn't matter how much we have to order on some profiles or something 
they told us okay, you have to use or you have to buy 10,000 meters or something. But normally you have 
three different sizes of that frame were used to profile and also two or three different colors. So it was not 
that problem and the minimum order quantity is very, very less each other. Okay. 
 
Garth Thomsen  39:14   
But you did have to pay for the mold, of course, 
 
Tobias  39:18   
because then we want to pay also for the rules because then it was our It was our own rules, and so no-
body others could use it for maybe some other customers or competitors. Okay. 
 
Garth Thomsen  39:33   
Did you get those molds made in China or 
 
Tobias  39:36   
we get it most made in China, okay. 
 
Garth Thomsen  39:40   
And is there some kind of trust or contract with the supplier that says they cannot give that to anyone 
else? 
 
Tobias  39:49   
Yeah, our agent had contracts, that they are only using it for our products. And also we had the possibility 
to pick up the moves To suppliers and maybe send it to other suppliers. 
 
Garth: Okay. Gotcha. So there wasn't a lot of risk of that these molds might be given to somebody else. 
Yeah.  
Tobias: Okay.  
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Garth: My last couple of questions are just about, um, kind of. The product itself and how it's, uh, per-
ceived by the customer when you get it, when they receive it. So, um, in your experience, uh, these in-
sects screens, um, there, there are Chinese product being sold to a Western, uh, buyer. 
Is that correct?  
Tobias: Yep.  
Garth: So, um, in your opinion, are these Western customers willing to buy these Chinese products, 
[00:41:00] uh, as a standard product or do you find it important that you change the product to kind of 
meet the demand or expectation of the Western cup? Uh, customer. 
Tobias: In our case, it was, um, for, for our, uh, for our, for my company, um, we want to change them a 
little bit, but, uh, normally, uh, they can normally, I think in the type of intake screens, they're buying the 
normal ones, so it doesn't matter. So even  
Garth: like a standard?  
Tobias: Yeah, like the normal standard, like the normal standard insect frame. 
Because the main point is that it should secure, secure you from insects . And the second point is that the 
look alike, or maybe the 16, so, okay. You can use a standard word.  
Garth: So, um, as long as it fulfills the utility or the function right, [00:42:00] then it's, uh, it doesn't need 
to be fancy or  
Tobias: something. Yeah. Right. I think, um, I think that, um, we developed by our own, um, because as I 
said before, um. 
This was the, the way, how we can get the price we want from our customer because we told him, okay, 
look, it's unique. It's only for you. And, uh, the other, uh, three or four competitors are all have the same 
product. And so you can say, okay, I do not have to same product and maybe Audi or legal or something. 
I have my own word  
Garth: differentiate.  
Tobias: Yeah, we differentiated, but only for our company and for the, for our customer. Okay. And not 
for the end customer. For the end customer is they can use standard.  
Garth: So it's a, where are you selling B2B or, uh, the  
Tobias: police told Pete P2P and also B to C.  
Garth: okay. Gotcha. Um, great. So the [00:43:00] last question I have is regarding, uh, the product. 
The price. The place and promotion you might have heard of these four PS. Mmm. So within the area of 
four PS, which is like the most important area to focus on when selling a Chinese made a product to a 
Western market.  
Tobias: In our case, it was the price. Okay. Because if you do not have. Yeah. If you do not have the right 
price, you cannot get into the market. 
Okay.  
Garth: So price is number one. What would be like the second most important?  
Tobias: The second most important, I think, um, for our customer was the promotion because if it's pro-
moted good, um, he will sell more to his end customer or to our end customers.  
Garth: Did you have to make the promotion or do they make them?  
Tobias: We did [00:44:00] the promotion because it was a service from ours. 
Okay. And the promotion also starts with the packaging. Okay. So, um, I think packaging and promotion 
for me, it's, yeah, it's one point. And the promotion is, it's very important that he can sell much, much of 
that goods.  
Garth: What is the promotion. Do for the customer. Exactly. 
Tobias: The promotion for the customer was that you, um, show him the deployments, what the frame 
can do, could do better than other frames. Maybe  
Garth: the like unique  
Tobias: selling points. The unique selling points. Yeah. Right. And, um. Also, um, that he can see very, 
very clear how the profiles and so on look like.  
Garth: Okay.  
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Tobias: And the easy way to install because, um, many customers, [00:45:00] um, uh, maybe, um, do not 
have some soul or something at home that you can cut the profiles. 
So you'd have to do it very easy. And this, you have to show the promotion. It's, it's for anybody. Any-
body could build up that frame. You only need a screwdriver, or maybe it may be something, some ham-
mer.  
Garth: Okay. But by, by, uh, by having good promotional materials does, um, you said that they're will-
ing to pay more for the product? 
Tobias: Um, I'm not sure because I'm. Uh, the promotion from the DIY markets, DIY market is not that 
good as maybe from the discounter. So every week in Germany you get from Aldi, some prospect and, 
um, they are also selling the type of thing, six screens.  
Garth: Okay.  
Tobias: And so I think, um, if you see an insect screen frame in the prospect from [00:46:00] Aldi or the 
catalog, and then you see the same one, or for you, it looks like the same one and it's costs 20% more. 
Then you have to solar the end customer. What is much better? They don't on the, on the one from Aldi. 
Okay. And so I think they will not, they will not buy that. That more money for foreign types.  
Garth: Okay. It's just about getting the purchase in the first place. Yeah. Okay. Very interesting. That is 
all my questions to be as. 
Tobias: Okay.  
Garth: That was great. Thank you so much.  
Tobias: I'm sorry for this, for my English. Um, to be honest, I did not spoke English since two years. Oh,  
Garth: really?  
Tobias: And, and also, um, I, I, I had English, um, at school and also, uh, I had a business English time. 
[00:47:00] Okay. But, uh, if you are doing business eight years with the Chinese guys, yeah. 
Eh, you are going pack back to the very, very easy English because they are, I did not understand that. I 
think that the business English, yeah. So, uh, yeah, it's, it's, it's not that, it's not often that easy for me. To 
talk like ice with you or maybe also with me or subpoena him. He's a girlfriend, but, um, hopefully you 
did understand everything well,  
Garth: yeah. 
Yeah, definitely. And I'm happy that, uh, we could do like a kind of refresher for you  
Tobias: and if you have any questions or something, please give me a call or just a message.  
Garth: That'd be great. Thank you so much. Yeah, this is already a big, big help for me.  
Tobias: When do you, um, when do you have to do your TCIs.  
Garth: I'm, uh, about halfway done and now I'm just starting the analysis part. 
So I needed some kind of, I've done some research, but I needed some, like, uh, firsthand [00:48:00] real 
data from like a, an expert. Um, so now with your interview and with Volker's interview, and I'll do one 
more interview, this will provide me with that, uh, to do the analysis part of my, uh, thesis. And then I'll 
submit that in one month. 
Okay. Yeah.  
Tobias: Coming up mid to end of may. Yeah. Okay. And after that you will stay, or do you have any 
plans for yourself or,  
Garth: Mmm, maybe I'll stay at investors. Uh, if I am offered a job. Otherwise, uh, I might, uh, make this 
little like. ECommerce business that I've been thinking  
Tobias: about. Yeah. Why not? I think it's, I think in the end actually it's very easy to start some business 
like that. 
Yeah. I see you are, you are, uh, connected with all the peoples all over the world and yeah. If you have 
the [00:49:00] time and also a little bit of money. Yeah. I think, not that, that the big problem.  
Garth: Yeah. I've been a. Because my thesis supervisor, he told me like, uh, cause I really didn't know 
what I wanted to do for my thesis. 
And he kept telling me, you have to do something that, uh, is kind of like benefit you after you're finished 
with school.  
Tobias: It's like, which type of e-commerce you want to do.  
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Garth: Uh, it's actually with, um, the product is, uh, this hydroponic garden for indoor use.  
Tobias: It's,  
Garth: yeah. It's a, it's like you can grow your own vegetables or flowers or herbs inside your apartment. 
Oh,  
Tobias: okay. That's nice. And I've just  
Garth: been researching, uh, some suppliers on Alibaba and uh,  
Tobias: therefore it  my hometown. I know two or three guys and they are doing nearly the same. Okay, 
cool. They are doing like in an aquarium for. I, [00:50:00] I can send you the, the link for the, for the 
home page, maybe for them to have a look at it. 
I'm, I'm not sure what they're doing exactly. Um, but I read it in the newspapers. Cool. Never the type of 
business, and I saw it. I think it's in the future it will be a big market. Yeah. Yeah. And also due to Ku-
roda, maybe a Germany where you have many, many people, which are, um. Going back in their own 
garden and their plant planting some, some things like sell it and so on. 
Garth: Yeah, I was thinking the same thing, but then, uh, I was also thinking like, but there's, of course a 
lot of people living in apartments who don't have, so this is kind of solution for them. Or like people who 
cannot plant in the wintertime can grow all year round all year with the hydroponics.  
Tobias: And I think also, um, the discard and new things and so on, it's, um, if you see how the 
[00:51:00] plant is growing, um, it will fills you and you can say, okay, look, I, yeah, I planted it and it 
grows and now I can eat it. 
So I think, um, yeah, you can, you can reach many people with that, with an idea or thing.  
Garth: It should look nice. And, um, of course, uh. It's kind of like hobby, I guess.  
Tobias: Yeah.  
Garth: Yeah. People have fun doing it.  
Tobias: Yeah.  
Garth: Okay. So yeah, that was my idea.  
Tobias: So if you are starting an idea, please give me just a call. Okay, sure. 
Cause my girlfriend is, it's the same. Same one she likes. Yeah. We have an apartment only with balcony. 
Okay. And, um, yesterday we build up some, yeah. Some growing area for the balcony place. Well, 
maybe some salad and strawberries and so on. So cool. If you're doing that business, give me a call. I will 
buy one or two things. 
Garth: I'll send you a sample. You can test it. 
[00:52:00] Great. Thank you so much to do this. Uh, we'll be in touch then.  
Tobias: Yeah. Okay. All right. Then,  
Garth: uh, have a great rest of the day and good weekend.  
Tobias: We should the same guards. All right. Stay out. Stay healthy. Yeah,  
Garth: you too. All right, bye for  
Tobias: now. 
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