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Abstract:  

The big country in the Far East appeared in the past as if  only big corporates 
could do business there. This point of view changed immensely over the past 
10 years. Nowadays, numerous co-working spaces, maker spaces and 
incubators present a fertile ground for young ventures. The situation around the 
Chinese startup scene changed dramatically. With the current government’s 
Five-Year-Plan, it becomes obvious that the political change is in favor of those 
young individuals who bring jobs and new perspectives for the country. 
Obviously, the target is not to promote western startups to settle in China 
primarily but to give Chinese startups the inspiration through the foreign spirit. 
So the research question goes as follows:  

What aspects of a manufacturing project will influence the success of a foreign 
entrepreneur in China? 

The methodology for this study is widely based on literature review and semi-
structured interviews with entrepreneurs, consultancy agencies and non-
governmental organizations. Whereas the focus lays on foreign startups whose 
goal is to set up manufacturing of a consumer product in China. 

Key-words 

Entrepreneurship, Startup, China, Ecosystem, Innovation, Manufacturing  



 II 

Index           Page 

1	 List of Figures IV	

2	 List of Tables V	

3	 List of Abbreviations VI	

1	 Introduction 1	

1.1	 Goal of the Thesis – Problem Position 1	

1.2	 Interrogation and Method 2	

1.3	 Delimitations 3	

1.4	 Setup and Structure 4	

2	 Theoretical Bases 6	

2.1	 The Environment for Startups in China 7	
2.1.1	 Political 7	

2.1.2	 Economic 8	

2.1.3	 Socio-Cultural Environmental Assessment 10	

2.1.4	 Technology 12	

2.2	 Roles within the Startup Ecosystem 13	
2.2.1	 Entrepreneurs 15	

2.2.2	 Miscellaneous Institutions 17	

2.2.3	 Consulting Companies 17	

2.2.4	 Other Influences 18	

3	 Methodology 19	

3.1	 Research Approach and Positioning within the Field of 
Industrial Management 19	

3.2	 Company Selection for the Interviews 20	
3.2.1	 Criteria for the Selection of Research Objects 20	

3.2.2	 Characteristics of the evaluated Objects 21	

3.3	 Ethics an Sustainability 22	



 III 

4	 Empirical Research 23	

4.1	 Entrepreneurs who currently set up Manufacturing 24	

4.2	 Institutions within the South Chinese Ecosystem 25	

4.3	 Agencies who set up Manufacturing for Startups 26	

4.4	 Quantification of the Interviews 30	

5	 Consideration from Theory for Professional Practice 32	

5.1	 Re-adjusting the Project Plan 32	

5.2	 Building up a Local Team 35	

5.3	 A Friend in China 36	

5.4	 The Relationship with the Manufacturer 37	

5.5	 Maintaining the Quality 38	

6	 Conclusions 39	

6.1	 Further Research 39	

6.2	 Implications 39	

7	 Appendices 41	

7.1	 Culture Dimensions by Geert Hofstede 41	

7.2	 Interview Questions for Entrepreneurs 43	

7.3	 Interview Questions for Agencies and Consultancies 44	

7.4	 Interview Questions for Support Institutions 45	

7.5	 China Company Comparison Table 46	

8	 Literature 48	

 



 IV 

1 List of Figures 
 

 
Figure 1: Structure of the Thesis……………………………….………………..….4 

Figure 2: Specific points of time that can lead to failure of Startups…………….6 

Figure 3: Chinese and German Culture in Comparison……………………..…..11 

Figure 4: National System of Innovation…………………………………………..14 

Figure 5: New conceptual model: Triple Helix Triangulation………………….…14 

Figure 6: The Southern Chinese Startup Ecosystem…………………….………23 

Figure 7: Project Phases.………………………….………………………………..33 

 

 

 

 

  



 V 

2 List of Tables  
 
 

Table 1: Project Goal........................................................................................20 

Table 2: Interview Types and numbers of contact............................................21 

Table 3: Research Objects...............................................................................25 

Table 4: Basic facts on the interviewed Institutions……………………………..25 

Table 5: Consulting Agencies Payment Terms and Service Requests……….26 

Table 6: Pitfalls and Success Factors for Startups…………………………...…27 

Table 7: Project Management Tools………………………………………………29  

Table 8: Drivers of Change in the Chinese Startup Environment……………...30 

Table 9: Quantification of Mentioned Issues……………………………………..31 

 



 VI 

3 List of Abbreviations  
 
 

B2B Business to business  

BM Business Model 

FTZ Free trade zone  

IOT Internet of Things 

JV  Joint Venture 

KPI Key Performance Indicators 

LOP 

MOST 

List of open points 

Ministry of Science and Technology 

MVP Minimum Viable Product 

OEM   Original Equipment Manufacturer 

PM Project Management 

R&D Research and Development 

ROI 

SME 

Return on Investment 

Small and Medium-sized Enterprise  

SOE State-Owned Enterprise 

VAT  Value-Added Tax 

 

  

  

  

  

  

 

 



 1 

1 Introduction  
 

1.1 Goal of the Thesis – Problem Position 
 

Between the publicly preached socialism and strikingly visible capitalism, China 
is going down its own distinctive path of national development. The past has 
proven that certain industries progress at various speeds. For instance, high-
tech customer electronic goods manufacturers like Huawai or Xiaomi are quick 
to follow other global leaders. Others, such as energy companies, persist with 
traditional, established technologies, which leads to China’s now-famous 
environmental pollution. As a result, the first things that occur to many foreign 
visitors in China are the disparities in the levels of development. Moreover, 
China certainly strives to reach world standards in selected industries with the 
aid of foreign technologies. Consequently, foreign companies like Apple or 
Samsung rule the market for high-end consumer goods. 

Nevertheless the environment is changing rapidly. The three misconceptions 
about China, that it makes only cheap things at scale and copies are coming 
under great scrutiny. The world becomes currently a witness on the Chinese 
drift from labeling their products with "Made in China” to “Designed in China". 

China’s cost to set up a from-scratch business is 3.4% (as percent of per 
average capita income) compared to the G20 average of 9.4% (Ho, T.; Qi, M. 
2013) But young Chinese companies like the ones just mentioned are not the 
only ones benefitting from it. Many entrepreneurs from outside the country are 
discovering the high potential that the positive spirit but especially the proximity 
to production brings. Many professionals say, that for instance the Shenzhen 
area in the south of China for instance offers access to the world’s shortest 
supply chain. A remarkable business speed, scalability options, manufacturing 
knowhow, shipping and assembly all in one spot draw numerous companies to 
the area.  No wonder that also more and more small Western companies initiate 
projects to build up their offices there. China is no longer just accessible for big 
corporations.  

In preparation of the following work the researcher highly recommends to watch 
a short documentary by Wired UK (https://youtu.be/hp6F_ApUq-c). The video 
introduces the viewer to the southern Chinese industrial developments on the 
sample of the city Shenzhen. Furthermore it displays the reason why the 
proximity to hardware components drives the fast development around the 
internet of things (IOT). 

There are many interesting samples of successful entrepreneurs in China but 
also of those who fail (Fernandez J.A.; Underwood L., 2009). The mobile 
industry gives a good sample with the story of the Swedish Carl Pei who 
founded with a couple of friends and co-students the fast growing mobile 
company One+. Strictly speaking these kinds of stories are exceptions to the 
rule since generally most of the startups fail.  
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Until today there cannot be found a lot of research on what factors make them 
successful and how they managed to stabilize their business. Due to that the 
research questions of this paper goes as follow:  

What aspects of a manufacturing project will influence the success of a foreign 
entrepreneur in China? 

The present work gives an understanding of the interplay entrepreneurs within 
the Chinese business environment.  With the following investigation the thesis 
aims to provide a compact view on entrepreneurial strategies but also 
showcases which are the areas where external partners leverage those young 
ventures. It is the goal of this work to examine current approaches and identify 
where and why they fall short, as well as to present an initial attempt to list the 
areas in which startups have to put their effort into to make it work. By analyzing 
the strengths and difficulties of implementing startup support structures, the 
ultimate goal is to use literature to identify particular fields that encourage 
advantageous adjustments in the approach do to business in and with the 
Chinese industry. 

 
 
1.2 Interrogation and Method 
 

The present work conducts a qualitative analysis of the current situation. 
Furthermore, the analysis is founded with information collected by the 
researcher through direct contact with local facilitators and startups in China but 
also through many conversations with participants from Makerresan, a Swedish 
startup delegation that went from the 7–10 March 2016 to China.  

In short, Makerresan stands for “Maker delegation”. The initiative invites 
Swedish startups and disruptive makers and stakeholders to visit and network 
with the ecosystem of producers, entrepreneurs and consumers in Asia. It can 
be primarily seen as an inspirational visit to learn more and get connected with 
relevant stakeholders (Maxwell MC., 2016). But many of the participants also 
used it to do some on-site sourcing and prototyping activities. 

Makerresans mission is to inject knowledge, network and ideas to make the 
participants’ organizations a stronger players globally. While another goal is 
connecting Sweden with this important region for future cooperation (Maxwell 
MC. 2016).  “Makerresan was initiated by Marie Claire Maxwell and is run in 
cooperation with Cloudberry Communications AB and was partly funded by 
Vinnova.” (Maxwell MC., 2016). They invited the researcher to participate, 
including financial support for participation. 

During the research phase, startups and their supporters provided all the 
needed material and data. The researcher gathered further information by 
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initiating several personal interviews. Notes and presentations documenting the 
assertions can be provided upon request. Due to confidentially issues some of 
the original answers cannot be included this work. Furthermore, the researcher 
decided anonymizing all interviewees in general besides a few exceptions. The 
findings and conclusions will be discussed in chapters 5 and 6. 
 
Personal involvement in the general topic leads the researcher to investigate in 
this area. In the past she was working in the R&D department of BMW in 
Shenyang (China). Throughout the years her passion in the Chinese language 
and culture drove her interest. In addition to the second-hand experience of 
other entrepreneurs, the researcher is setting up production for a consumer 
product in China for her own startup, PandaEyes (www.pandaeyes.de). The 
researcher, invented a new lightweight, truly lightproof sleeping mask. Which is 
skin-adhesive, so no straps around the head are needed. It sticks on the skin 
by using reusable skin adhesive silicon. From a production perspective, all 
necessary commodities can be found also in skin-adhesive bandages and 
reusable strapless bras.  As a consequence of the fact that much of the worlds’ 
bra industry is located in southern China, the manufacturing is locally bound. 
The topic of the thesis originated from the challenges that were lying ahead for 
an entrepreneur going to the Far East for setting up production. 

Therefore, this paper transfers many personal experiences into documentation 
of the path that a foreign entrepreneur is likely to take when prototyping in 
China.  

 

1.3 Delimitations 
 

The delimitations are boundaries set by the researcher to define the objectives 
of the study. In contrary to the limitations, they can be controlled.  

While a close look to the management and setup of relations to the environment 
is easily found, it is eminently difficult to find academic literature on the specific 
topic of startups setting up hardware manufacturing projects. Critical press 
articles and subjective opinions back up all information in the later discussion.  

Manufacturing in other countries than China is out of the scope of this paper. 
The focus lies explicitly on China and its electronic hardware industry. The 
manufactured products are gadgets, mobile devices and other consumer 
products. All investigations have been made on the process of finding a 
manufacturer in China for the first batch production. While the internet- related 
startup scene is more located on the east coast of China the south hold many 
places for hardware focused startups (e.g. Hongkong, Shenzhen). That is why 
the experience reports are circumcised from that specific ecosystem.  

The timeframe for the research was  set in total on three months. Right in the 
first week the researcher joined the trip to China (Makerresan). Due to the early 
exposition to the research objects and ecosystem plenty of notes could be 
generated.  
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To gather the required information, the researcher followed a wide range 
approach and gathered information from academic publications, online sources, 
presentations and interviews. To achieve different points of view on the 
research topic, the interviewees are chosen from academia, consultancy and 
business.  

 

1.4 Setup and Structure  
 

The research activities, conducted to achieve the stated objectives by 
answering the research questions, will be described in several steps, 
represented by six chapters. These chapters have been grouped into three 
major parts which can be understood as higher-level categories, giving the work 
at hand its basic structure. In detail, the remainder of the master thesis is 
outlined as follows (see Figure 2.)  

 

Figure 1: Structure of the Thesis 

The present work is framed with an introduction and a closing chapter. Chapters 
two to five contain the main body of the paper with the following content:  

Chapter two gives a comprehensive review and assessment of the relevant 
literature. It describes the environment of the Chinese startup ecosystem as 
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foundation for the following chapters. Initially definitions will be the base of the 
following chapters. A framework analysis (PEST) is followed by a brief view of 
the economic side of doing business in China. Subsequently the methodic 
elements and its systematic procedure, frames the analysis of the project 
environment. This should help to give an insight of the diversity of possible 
pitfalls and sensitive areas, as well as helping to give an objective perspective 
on the development of entrepreneurship in China. 

Chapter three is providing insight in the methodology of the qualitative case 
study of the young foreign enterprises and their environment.  

The interview answers are under discussion in chapter four. It is the executive 
analysis of the three main players in the startup environment of China.  

Chapter five describes the results of the analysis to identify the optimization 
potential of the company structure along the whole project timeline. Building 
upon chapter three, chapter five introduces the development and danger zones 
of the ecosystem. The thesis closes with a conclusion and foresight for the 
future cooperation and relations of entrepreneurs in China. 
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2 Theoretical Bases 
 

This chapter will provide the reader a background for understanding of the 
results in the discussion and will lead to awareness of certain approaches and 
actions.  

Corresponding to the naming of this thesis, various implicated fields have to be 
researched on in literature. From the offset, “Entrepreneurship in China …” will 
be taken care of in a later section of this chapter. The literature review begins 
with an intense look on the ecosystem in which a foreign startup in China has to 
develop in. For clustering reasons this is done in form of the PEST format.  
Likewise a short cultural analysis of partial executions on intercultural relations 
will follow. The second part is a close look on the actors and their involvement 
on “…Small Batch Production of Consumer Goods” who work within this 
environment with and for startups.  

 

 

Figure 1: Specific point of time that can lead to failure for startups 
(Benjamin Joffe, Shenzhen March 2016, Presentation on the Maker-
Incubator “Haxel8r”) 

As seen in Figure 1, there are many situations in which a startup can fail before 
the product reaches the first customers. Identifying those potential pitfalls and 
boosting the internal resistance can ease those situations. However, as a 
matter of fact not all factors are under the influence of the entrepreneur. 
External threats and circumstances may often spell doom over the young 
ventures.  
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2.1 The Environment for Startups in China 
 

The PEST analysis analyzes factors of the four external environmental areas of 
a company  

• Political, 
• Economical,  
• Social (Socio-Cultural), and  
• Technological. 

It displays possible developments and trends, which may affect the companies 
and their policies in their future. Driving forces include the globalization, 
internationalization, the development of new technologies, political restrictions 
by states or stakeholders. 

Therefore PEST is an important management tool in strategic management 
(orign. “Scanning the Business Environment’ by Francis J. Aguilar (1967) who 
discusses ‘ETPS’ which later was transformed into PEST by various other 
researchers). The PEST analysis is the starting point for further analysis such 
as Porter's 5 Forces, competitor analysis, stakeholder analysis, scenario 
analysis or SWOT analysis.  

 

2.1.1 Political  
 

Internationally seen the political environment in China is one of a kind due to its 
population size and administrative structure. Government decisions are 
enforced through a one party system (CPC Central Committee) into the 
municipalities. Many resolutions are not easy to interpret by a foreign person 
who is not familiar with the local customs. Hence the inability to follow the 
written media excludes most of illiterate people from understanding and forming 
an un-biased view on local politics.  

One of the main pillars of the Chinese government’s strategies is the Five-Year 
Plan. In this plan, the guidelines for the next five years in terms of politics, 
economics and social goals are presented to the public. In March 2016 the 
Chinese government released the 13th version of it (2016-2020). 

This period sets high emphasis on five fields: Innovation, Coordination, Green 
Development, Opening Up and Sharing (Lyn F.; Wu D., 2015 p2). 

Concretely, within one of those topics, a goal example is the minimization of 
over-capacities in production, modernizing the economic structures by lifting 
them through optimization and pushing the industry to a higher qualitative level 
(comp. Lyn F.; Wu D., 2015 p3ff). Amongst others the goal is to improve the 
living conditions of the citizens and by that lift the whole nation to a higher stage 
of development. The plan reaffirms its objective of doubling of incomes and 
economic performance in 2020 compared to 2010 (Zeit Online, 2016). The 
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economy is expected to develop research and innovation into its main drivers. 
Although the services sector is expected to grow and ease the reduced labor 
demand of the industry (comp. Lyn F.; Wu D., 2015 p2). The government 
promises to continue investing heavily in infrastructure and to put more efforts in 
environmental protection.  

The current weakness of the global economy is forcing the Chinese government 
to step into action. Previously it was foreign trade and the export of commodities 
that were pillars of Chinese economic activity. In near future a major focus will 
be placed on domestic consumption and the desired increase in the living 
standards of Chinese people (comp. Matt H. online article 2016). 

Furthermore the new Five-Year Plan includes intentions from previous years. 
The Chinese government will do its utmost to further advance ongoing reforms 
in the judiciary and administration and to improve legal certainty in the country. 
Together with international legal experts, the Chinese government has been 
working now for several years on the creation of a regulatory framework, 
designed to provide Chinese citizens and foreign investors more legal security 
(Roules D., 2016). Some of these measures will also help to achieve further 
improvements in the protection of intellectual property.  

As clearly visible the Chinese politics see the potential of the emerging 
technologies and thus have identified them as the future drivers of the states 
wellbeing.  

 

2.1.2 Economic 
 

Since the introduction of economic reform and open-door policy in 1978, the 
goal is to close up to western knowledge on industrial science and management 
methods. China promotes cooperation on a company level and expects it to 
influence basic strategic political and economical developments of western 
industrialized nations and the reasoning of doing business in Asian countries 
like China. 

Many reforms have been pursued until today: individuals can now formally 
invest in technology companies, the government has set up a separate fund for 
innovation, and international and national technology companies were lured 
with tax benefits to specific chosen industrial areas. In the early 2000s China's 
Internet companies started to grow rapidly; including Baidu the Google of China; 
Youku, the YouTube of China; and Tencent, which dominates everything that 
has to do with communication in China. Like so many other developments, 
China's startups began as a government-funded and -controlled program (Tai 
K. 2015). 

These developments left many foreign companies very interested in joining. 
Officially those companies need to persuade a Chinese venture to cooperate to 
gain entrance to operate in the Chinese economic zone. Benefits for the 
Chinese joint venture (JV) partner are increased income in return for small 
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input, solid knowledge build-up, massive popularity growth, improvements in 
international competencies and access to technology. Soft skills like improving 
the English language abilities of their staff members come as an added bonus. 

Having taken all these factors into account, the building of a JV in China is often 
a win-win situation for all involved parties (Klenner, W.; Wiesegart,K., 1980 
p90). Profits are made on both sides, the investing companies though have to 
take care not to give away all their unique selling propositions. 

Those incoming companies accept that technology transfer comes only with 
shared ownership and often foreign overpowering lead on the JV. But by setting 
up the JV rules, the government ensures that the profit made by JV sales is 
divided equally (Liaoning JV Rules, 2015). In doing so, China generates a vast 
amount of money that remains in the country.  

There are two aims for most foreign companies operating in China, one is using 
the local industry for manufacturing and secondly accessing the Chinese 
market. Nowadays young ventures are entering too.  

Supposing that the perspective of a startup on the economic environment is 
much different than the one of a previously established foreign company. Young 
ventures, especially those who grow in a lean way deal with their daily business 
needs and less with the economic perspective of a country. The researcher 
holds the view that the popularity of distinct economic systems such as the 
Silicon Valley attracts entrepreneurs. For that reason it can be rather classified 
as a social factor within the PEST analysis.  

Entrepreneurship has been recognized as one of the driving forces for market 
competitiveness and economic growth. Companies that provide new and better 
products and services, or creating existing products and services at lower costs, 
showcase what Joseph Schumpeter called the forces of “creative destruction” 
(Kirchhoff B.A. (1994) p65ff).  

According to the government-supported portal "china.org.cn", in China an 
average of seven startups are founded per minute - even though data from the 
Chinese government have to be taken with some caution, the trend is clear 
(Zhang L. 2015). 

Multilateral trading regulations are one more important step towards the goal in 
2020 of the Five-Year-Plan. There are certain export restrictions for products 
from China and by the same token import restrictions for e.g. E.U. countries. 
Import restrictions occur mainly for goods with underlying specific safety 
conditions such as for food or medical products. The goods must be in 
conformity with applicable "E.U. law" or "E.U. regulations". For example, the CE 
mark, which can be often seen on products (CE-Guidlines by EU website 2016). 
Were an accredited company examine whether the product complies with EU 
legislation. For example, electrical devices or components of other products that 
are safety relevant are checked. With a compliance certificate confirming this is 
a must have the CE mark attached before the product is placed on the market. 
Introducing products with the above-mentioned attributes and no CE 
examination, all goods will remain lying at customs or will be even annihilated. 
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One last interesting fact from an economic perspective is the flourishing 
financial circumstances in China. Due to China’s past closed-door policy, 
growth areas in human resource as well as technology have been mostly stifled. 
But when  “… a self-confident China has opened its doors to the international 
community, in the expectation of profiting from the resulting inflow of technology 
and foreign capital- foreign investment in China amounting to more than $1.2 
billion in 2013” (Brown, D. 2008, p27). Over the past two decades Chinese 
Business generated a vast amount of money that it urges to be reinvested. After 
the burst of the housing bubble in 2008 many investors look for variation in their 
portfolio. That is why not only the governmental venture capital funds are highly 
available for promising startups but also private investors and funds are offering 
money to entrepreneurs (Keßler, S., 2015).  

 

2.1.3 Socio-Cultural Environmental Assessment  
 

“With a population of around 1.37 billion people, China is the most populous 
country in the world. With regard to the land area of China stands at around 9.6 
million square kilometers in fourth. The urbanization in China increases sharply: 
In 2011, the first time more people lived in cities than in the countryside. The 
largest cities in China are Shanghai, Beijing and Tianjin” (translated by the 
researcher from Statista, 2016).  

Significant proportions of the Chinese population, particularly those in rural 
areas, are mostly unskilled and need on-the-job training. But since the people 
from rural areas resettle into metropolitan areas a huge workforce is available to 
enterprises. High university graduate rates are changing the picture at the 
moment. The JV or startup has to cope with mostly no westernized and 
unbiased staff. It takes big effort to train employees and find common ground 
despite cultural differences. Intercultural communication is not easy since a 
person’s way of communicating is largely determined by the person’s 
background (comp. Maude, B. 2011, p5). 

With the above numbers in mind domestic consumption is on a level that most 
probably only India has to face in its country’s future. Strictly speaking, without 
sustainable resource usage the goal of rising living standards will be hardly 
reached in China.  

Sustainability is supposed to be the Holy Grail that all companies are trying to 
find without reducing their profits. For lager companies this is a task that takes 
big restricting efforts and rethinking of their complete business model. Whereas 
younger companies benefit from flexible and positive mindsets to initiate a 
sustainable venture. 

Most startups are restrained by the lack of bargaining power and financial 
abilities. In former times it was nearly impossible to manage a manufacturing 
project without external support. But the times have changed and working for a 
startup for instance is becoming very popular for Chinese graduates (Tai K., 
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2015). So the search for employees and general public acceptance is 
increasing. For most of them the trade-off with the more difficult business 
environment comes with great gains regarding the sourcing of materials and 
parts from local manufacturers.  

Especially for consumer products startups the field of hardware is a big potential 
pitfall but also opportunity to establish a blooming business in the Far East. By 
way of illustration the following will give insight into the cultural differences that 
e.g. German startup faces when going to China.  

When working in a non-native environment cultural knowledge and sensitivity 
becomes a key asset. To illustrate and highlight the gaps between intercultural 
relations the researcher introduces the main cultural differences of German and 
Chinese individuals. 

The German communication style is generally rather subject-oriented while the 
Chinese focus on the relationship aspects (comp. Schneider, G. ; Comberg, J. , 
2014, p27). All training of future staff has to be carefully planned with a close 
look at the special needs of the trainee.  

2011 Hofstede published his famous theory on intercultural relations based on 
their behaviors, beliefs and values. The following chart shows the German and 
Chinese results of Geert Hofstede’s survey on cultural differences. Six 
dimensions compare the national perceptions.  

 

Figure 5: Chinese and German Culture in Comparison 

(Assembled by the researcher and developed by Geert Hofstede; Hofstede G. 
Website [accessed on 2015/01/04]) 

The countries seem to differ at the most on uncertainty avoidance, individualism 
and power distance. The dimensions masculinity and pragmatism are very 
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alike. Indulgence, a dimension that describes the “inability to control their 
desires and impulses” (Hofstede G., 2011, p124), is lower in China than in 
Germany. Another interesting fact is that in comparison to Western countries in 
which old things are held up as heritage, China rather erases the old and 
reveres the new (e.g., ideas, buildings, and behaviors). For more information on 
this topic, see the Appendix 7.1.  

Of course, consumer behavior and preferences are different across these 
countries. For instance, unlike the German customer who would buy a product 
due to its technical features, the Chinese customer is in the majority of cases 
indifferent about the specs, he/she buys it often just for the brand’s reputation. 

A further problem is the bureaucracy and bribery that can be found on all levels 
of governmental institutions in China (Roules, D. 2016). No rules apply to all 
companies of one industrial section. Each enterprise can figure out individual 
solutions with the local and national government (Brown D.G., 1982). On one 
hand this gives quite a lot of space for pushing the relevant factors in the best 
setting but on the other hand it leaves big uncertainty. Especially startups have 
issues figuring out their possibilities considering setup when there are no 
guidelines or documents they can refer to. As showcased in a later chapter they 
rely on vague clues from more experienced people.  

 

2.1.4 Technology 
 

The perceptions about China’s supposed talent to copy products can be found 
worldwide. The fact is that the local markets in China are teeming with 
counterfeit products. Also abroad it is possible to find particularly many fake 
luxury goods, which come from the People's Republic of China. However, it can 
be easy to forget that the country's history can claim some important inventions, 
such as the invention of gunpowder, paper, the concept of paper money and 
even the first printing press (Nova, 2000).  

Those inventions had a major impact on the tech-evolution of humanity but 
many argue that the west surpassed China in its innovativeness over the past 
hundred years. Currently we may be on the brink of change. China is poised to 
leave its positioning as the workbench of the world into a hub for new 
technology (Fernandez J.A.; Underwood L., 2009). Economists have been 
talking about it for a long time but now it becomes more visible to the public eye 
that China is an immense driver for industrial and technological change. Not 
many countries of the world can look back on such a long history of an annual 
GDP growth above 6.5% (NTV Online 2016). In the first three quarters of 2015 
China’s economic growth has slowed down to 6.9% (Lyn F.; Wu D., 2015 p1). 

Not only political changes, facilitate the fast growth of the startup ecosystem in 
the Far East. The Internet brings continuously broadening possibilities for 
businesses and consumers. Just to name a few: “Alibaba.cn”, “Made-in-
china.cn” and many others make it easier to get in contact with the needed 
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manufacturer.  On these websites businesses from around the world can get in 
contact with Chinese companies to buy goods from the Far East. The platforms 
are intended to serve the business to business (B2B) area. Moreover, these 
days the companies behind these websites grew to strong conglomerates that 
facilitate not only the business connection but also the financial transaction 
service for its users and their end customers. 

Furthermore, the government has initiated reform of the registration system for 
trade and industry and is simplifying procedures for starting a business (Wang 
M. 2014) For example, the lower limit of the registration capital for start-ups was 
abolished. They established a system of deposit registered capital in agreed 
deadlines and converted the system of annual audits of companies into a 
system of annual reports. In addition, the government eased the conditions for 
the registration of offices. Today several companies can be registered, of which 
mainly in the IT industry benefits. Earlier it needed more than 100 permits to 
obtain a license from the right authorities before a business registration could 
be completed (Wang M. 2014). Today the necessary formalities can be 
completed only after the company was officially founded. The government is 
making every effort to reduce market barriers in order to increase the efficiency 
and fairness in the allocation of resources. But in some cases intellectual 
property rights (IPR) are so loose, so that young entrepreneurs do not feel safe 
with their product inventions. It's a political change that is required to change 
this condition political reforms, government spending, free flow of information. 
To finally have a true innovative system it's a decade or two ahead. 

Technologies suiting Chinese conditions on the other hand must be geared to a 
labor surplus and generally lower level of skills. Chinese firms in the present 
state of development may be reluctant to employ expensive environment- 
safeguarding technologies (comp. Klenner, W. Wiesegard P.1989, p88).   

While new companies in Silicon Valley are technology driven those in China 
might be less innovative and more operational. But being the factory of the 
world is no longer an admirable position for China. They strive towards the 
position of the innovator of the world. One tactic is taking technologies from the 
west and reducing prices and to sell them in the local market.  

 

2.2 Roles within the Startup Ecosystem 
 

The term startup ecosystem is relatively new. It can be taken as direct 
derivation of the term innovations system (Hart T., Jacobs,J. Mangqalaza H. 
(2012) p20). The startup ecosystem is to be understood as a sub-segment of 
the innovation system, as start-ups are a way of innovation exploitation. 
Innovation systems are well described in the scientific literature.  
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Figure 3: National System of Innovation (HSRC Press 2016) 

Many of the concepts, although the first signs are already older, go here back to 
both MIT and Michael Porter. The way of thinking and approaches of 
methodologies are strongly influenced by Porter's concept of national 
competitive advantage (Porter M. (1990) p75). Another worth mentioning 
concept is the work on the triple helix approach, a symbol of co-operation 
between companies, governments and universities for innovation. Leydesdorff 
(2006) coined the terminology and the understanding. Luis Farinha and João J. 
Ferreira have developed the model further. See Figure 4 below.  

 

Figure 4: New conceptual model: Triple Helix Triangulation (Farinha L. ; 
Ferreira J.J (2012) p18) 
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But as one easily understands it is not the bare existence of those institutions 
it's the effectiveness of their work that defines the system. Often the system 
approach for instance from the famous Silicon Valley in the USA is copied and 
pasted to other countries. Not taking cultural differences into consideration led 
to many misconceptions over the past years.  With regard to the researcher’s 
opinion the founders’ mindset must match or at least have time to grow with the 
offered assistance. If not the ecosystem has to wait and keep trying until the 
founders are ready and realize the value of external support.  

 

2.2.1 Entrepreneurs 
 

As mentioned before, producing in China comes with many obstacles and 
regulations for startups but also established foreign companies. Besides the 
closeness to one of the biggest growing markets of the world the expected profit 
justifies the computational effort that comes with it. 

The assortment of the following points is just an abstract of the vast amount of 
regulations and terms by the national and local government (Provincial JV 
Rules for Liaoning [accessed on 2016/04/17]). Those rules do not apply to all 
companies since special deals between the authorities and the enterprises are 
categorically feasible. Sometimes it is almost invisible what kind of official 
regulations are there that have to be fulfilled. A well-known sample is: a 
regulation states that a min of 40% of all parts used in production have to be 
sourced from within the country. This tactic supports the local industry. 
Furthermore, worth mentioning is the so-called “homologation” law- it's a 
legislation that states specific product features and alterations to fit the Chinese 
market. Usually it does not apply to the first batch of production but on a later 
stage when the product is supposed to be sold in China. These regulations 
often take a lot of time and add up as additional work for the product 
developers.  

Moreover the Chinese government gives further restraints to new arriving 
companies. For instance, a certain amount of development work has to be done 
in China. This is the reason why so many bigger companies are building up a 
local Research & Development (R&D) department. While startups don't have a 
choice since they depend on the lower prices and simply must accept the risk of 
being copied.  

Another obstacle for the bigger joint ventures is that the contracts for those 
employees usually will last a mere 3 years. Due to this they plan to reduce the 
amount of expatriates since the costs are exceptionally high compared to 
Chinese employees. Therefore it is a long-term goal to train the local colleagues 
at all levels to compensate and stabilize the local workforce.  Main result is the 
lack of tactic with new employees and the non-existent of an overall plan. So 
often they float without navigation through the ocean of tasks. 

There is a huge variety of ways on establishing business relations in China. 
Thanks to the new free trade zone (FTZ) in Shanghai, it has become easier for 
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lawyers, consultants, financial service providers, but also for travel agencies or 
talent agencies to launch their businesses (Keßler, S. 2015).  More than 50 
rules and restrictions that hampered founders have been withdrawn last year 
according to the German Society for Foreign Trade and Location Marketing 
(GTAI) since the introduction of the FTZ. So recruiters and brokers, for 
example, need only $ 125,000 minimum capital to start an agency. Outside the 
zone it continues to apply a minimum capital of US $ 300,000 (China Briefing 
2013). Smaller companies in some other industries that are not officially 
authorized sometimes work as "permitted", which means they sometimes do not 
even have to invest the minimum capital (Keßler, S.77 2015). 

It is important to distinguish between companies entering the Chinese market 
as a startup and those that are just using the Chinese density of industry for 
production purposes.  

Each company that strives to do business in China quickly realizes that there is 
no blueprint or plan that has to be followed to form a successful enterprise. It is 
surprising that many governmental arrangements can be formed on an 
individual basis. Organizations that are looking for growth have three choices: 
organic growth, M&A or forming a joint venture (JV) with a local company in the 
targeted country (Davis D.A, 2012, p4). Geographic expansion to a market that 
is not yet saturated, like most of the African continent, India or China, comes 
with huge possibilities but also challenges for the expanding business. Startups 
usually go for organic growth and keep a “low profile” at first. But as soon as the 
venture becomes more serious the companies are in need of a Chinese partner. 
A more detailed explanation can be found in the executive study in the fifth 
chapter. 

Different definitions of joint ventures exist in the literature and in practice. This 
thesis focuses on the notion of “equity joint venture”. Throughout the thesis, 
“joint venture” refers to “equity joint venture, namely shared-equity undertakings 
between two or more parties, each of whom held at least five percent of the 
equity” (Wu F., 2012, p35). This definition is widely adopted in the research on 
international joint ventures. In a typical joint venture, two parent firms inject 
equity investments into the joint venture. The joint venture is an independent 
legal and business entity with its own management team. The parent firms 
delegate the management of the joint venture to the management team and the 
joint venture operates relatively independently of the two parent firms (Wu F., 
2012, p35). 

But as Klenner and Wisegard say,: “The success of the joint work of the 
cooperation partners furthermore depends on their ability to find a common 
basis in spite of the differences between their socio-cultural and political 
backgrounds” (Klenner, W. Wiesegard P., 1980, p89). The foreign joint venture 
partner transports a different culture in the JV. The well-known German original 
equipment manufacturer (OEM) Volkswagen gives a great sample. The 
automotive company has chosen German as the company language in its JV 
communication. JVs are generally more based on the initiating party, which is in 
our case the foreign company. They fill management positions in subsidiary 
companies with expatriates since qualified local individuals are often not 



 17 

available (Maude B. 2011, p150) The other reason is to facilitate and train local 
staff or accelerate the organization’s development. 

 

2.2.2 Miscellaneous Institutions 
 

65 percent of the Chinese population indicated that a career as an entrepreneur 
would be a good choice (Tai K. 2015). The Chinese Internet giants deliver not 
only the models, but often also the capital and the necessary contacts: Many 
alumni of Alibaba, Tencent and Baidu use the money from the selling of their 
shares and their contacts with investors to establish their own startups (Osawa, 
J., 2015). 

Newly established incubators, accelerators, co-working spaces and the focus 
shift by universities on entrepreneurship nurture the benevolence of the public.   

Today more funding is provided directly through the Chinese government and 
venture investors. About half of all investments in Internet companies are 
strongly supported by the government. Only in March announced Premier Li 
Keqiang launched the "Internet Plus" on, in which he describes Internet 
companies as the future drivers of the Chinese economy. Investors seem to 
agree since: While 2012 another 100 millions of dollars in China's Internet 
industry have been invested; there were in 2014 with a time of six billion (Freely 
translated by the researcher from source: Tai K., 2015).   

As of this writing (May 2016), experts are estimating that China has 1500 
incubators with more than 200,000 companies participating, revealing that this 
paper is illuminating the tip of the iceberg (McCuaig-Johnston M.; Zhang M., 
2015). Nevertheless, these numbers indicate also the importance of this work. 
The exposure of a new culture and the mingling of mindsets can open new 
doors for many of us.  

A good example is the China Axlr8r, which is initiated by the Irish venture 
capitalists SOSVentures. They provide companies an appropriate amount of  
starting capital, help out with 90 days of mentorship, and support to find external 
investors. Especially those foreign initiatives in China lead the startup scene (for 
instance HAX in Shenzhen).  Outside of China, many young startups would 
probably not have been included in accelerator programs. Involved business 
angles with many years of experience speak of an Asian-version of Silicon 
Valley spirit of the famous Dotcom era.  

 

2.2.3 Consulting Companies 
 

A new field of consulting agencies has grown over the past twenty years. They 
help out from early on with a first assessment of development time, costs and 
risks of a feasibility study (Haiyang Li; Kwaku Atuahene‐Gima (2002) p23). 
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Outsourcing has allowed many companies to be better focused on their core 
business and expertise (Hoecht and Trott 2006, Bae et al. 2010). The following 
fields are the most common support actions:  

• Project management 

• Facilitating contacts 

• Examination of products in China 

• Request for quotations 

• Gathering information on prospective suppliers 

 

2.2.4 Other Influences 
 

There is no final opinion, which actors explicitly belong to a healthy startup 
environment. Typically founders, mostly incubators or academics, and investors 
are called. But lawyers, consultants, successful entrepreneurs that are 
considered as role models and mentors can also be named. 

Important activities are idea and business plan competitions, as events for the 
exchange of information usually in the form of anecdotal presentations by 
experienced founders or investors. At the institutional level entrepreneurship 
centers or establishing advisory offices are mentioned. In any case 
communities, topic related events and blogs support young ventures 
tremendously on their adventure. In this China is not different than the rest of 
the world. 
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3 Methodology 
 

3.1 Research Approach and Positioning within the Field of Industrial 
Management 

 

Reasoned by the fact that case studies are led by the questions how and why 
the choice of research design has been made in favor of a case study 
methodology (Tellis 1997). A case study itself is a focused analysis of a 
particular person or a group, or in this case companies or individuals, over a 
period of time. This research also asks questions in order to get answers why 
are some companies more successful than others, and how did they achieve 
that success. Apart from successful companies, this research also investigates 
failure, which is one more reason for choosing case study methodology.  
 
This thesis is using a qualitative content analysis as a choice of research 
method. Krippendorff has defined the qualitative content analysis in 2004. It is a 
research technique for making replicable and valid inferences from texts, 
interviews (or other meaningful matter) to the contexts of their use. Since the 
research on this topic, mainly publicly shared information from various events is 
used and subjectively interpreted in order to get better understanding of factors 
for success or failure that encompassed companies with manufacturing 
intentions in China. 
  
This research follows an interpretivist paradigm, as most qualitative research 
emerges from this paradigm. According to Guba and Lincoln (1994) 
assumptions and beliefs of the interpretivist paradigm are based on relativist 
ontology and transactional or subjectivist epistemology. “The relativist ontology 
hypothesizes that social reality is constructed subjectively by our experiences 
and perceptions. According to the transactional or subjectivist epistemology, the 
research and the object of the research are linked, which results in inheritance 
of researchers‘ values into the whole research process” (Mekouar 2014). Since 
the purpose of this present report is to find key factors and practices, the 
interpretivist paradigm is a suitable choice in dealing with the approach of 
exploration and establishing new findings.  

At first glance there are certain geographical limitations. Obviously the location 
of the industry is bound to appropriate hubs but also the contacted individuals. 
The research trip (Makerresan) took the researcher to mainland China were she 
was visiting Shenzhen and then afterwards Hong Kong. Other local insights are 
based on Shanghai, Beijing and Shenyang. The researcher lived in China for 
seven months in 2014 and maintained connections to European-based 
businesses. When speaking of SMEs or startups from the “West,” the 
researcher includes European and U.S. ventures. More specifically on a cultural 
level the paper compares the German cultural perspective on doing business in 
China, because the researcher of this paper grew up in Germany and can 
compare those cultural interactions from personal experience. 
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This paper has been limited in various way that leads to several suggested 
areas for further research. Due to the scarcity of recent articles on the research 
topic – how and why startups go to China – this paper is partially based on 
individual experiences and opinions from specialized media channels. Such as 
YouTube videos, presentations, Meetups (Sthlm Chinapreneurs) etc. on China 
business. To give a sample GGV Capital's; Glenn Solomon talks about “Startup 
Success In China” and it is recorded an published by TechCrunch 
(https://youtu.be/fwVhh4nTtQI ). In the context these sources become 
necessary to analyze the phenomenon. 

 
3.2 Company Selection for the Interviews 
 

The scope of the work is limited to startups that aim to set up production in 
China. But also those companies who need to be close to the resources in 
Shenzhen for instance. Particularly this paper focuses on those who need the 
cheap materials for prototyping projects or those who iterate in tight 
collaboration with their manufacturers. With this scope the research is excluding 
the companies that go to China to enter the market with their products. Surely, 
when companies produce in China the next step is often also the penetration of 
the local market but in this paper the researcher is focusing in the field of 
sourcing and producing in China.  

 

3.2.1 Criteria for the Selection of Research Objects 
 

As said before this thesis is build upon opinions and estimations by several 
groups of interest. Firstly active entrepreneurs who are currently doing a 
prototyping project, then the second group of  people who work in institutions 
supporting  young ventures. Lastly, the third group is consultancy agencies who 
ease the entrepreneurs’ work by taking over certain tasks. 

All these three parties have been examined and initially interviewed. The 
choices of individuals were the result of the personal relations to startups in 
China. Furthermore many of those were acquaintances of a startup delegation 
called Makerresan.  

 

Interviewees  Personal Interviews Presentation Vocal Follow-up 
Call or Meeting E-mail 

Startup 2 + (researchers venture) 4 1 6 

Support 
Institution 3 6 2 5 
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Consulting 
Agency 4 3 2 6 

Total 10 13 5 18 

Table 2 : Interview Types and numbers of contact 

In the table below it is shown how many personal interviews were conducted, 
presentations attended and also the follow-ups. Further, the number of 
phone/skype calls is shown and also e-mails that were sent to the different 
respondents. The notes from the presentations can be provided upon request. 

 

3.2.2 Characteristics of the evaluated Objects 
 

Group Name  Characteristic 

Startup Feblife AB – 3D Printer for Schools and public 
use; Tom Yang  

Yang is building up the 
companies in China and 
Sweden parallel. 

 LivinFarms - the world´s first edible insect 
desktop hive; Julia Keisinger   

http://www.livinfarms.com 

Participant at a Shenzhen 
based Accelerator 

 PandaEyes- Reusable skin adhesive sleeping 
mask; Andrea Egbringhoff 

www.pandaeyes.de 

Founded by a German, 
designed in Sweden and 
produced in China 

Institution Makerresan- Startup Delegation to China and 
Hongkong  

http://cloudberry.se/makerresan/ 

Mission is to connect the 
startup ecosystems of 
Sweden and China/HK 

 Royal Sweden Hong Kong Business Council  

http://www.hongkong.se/about-us/ 

A forum for networking and 
exchange of knowledge and 
information on Hong Kong 
and the region, focusing on 
trade & industry interests 
Support for any kind of 
business exchange 

 Hongkong Science Park  

www.hkstp.org 

Building a tech-based 
ecosystem that connects 
stakeholders, nurtures talent, 
facilitates collaboration, and 
drives innovation to 
commercialization. 

Consulting 
Agency 

Boris- Boris Design Studio;  

http://www.borisdesignstudio.com 

Is a product design studio 
based in Hong Kong founded 
by two Swedes 
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 AGOG Ltd.- Hong Kong product design 
company 

http://www.agogltd.com 

Heung works partially in HK 
and Stockholm. By that he 
generates many new 
customers from Sweden. 

 FSP Group – Business Communication 
Platform 

http://www.fsp-group.com.tw 

 

Industrial Power Supply 
Experts  

 People People – Design Agency in Stockholm 

http://www.peoplepeople.se 

Working with international 
clients on innovative 
consumer products and 
strategies 

Table 3: Research Objects 

All interviewees have been met in person and asked for their participation in this 
research. After agreeing on their participation all have been contacted for a 
quick follow up via email.  

Within the timeframe in which the researcher identified the main themes of this 
thesis, five pre-interviews took place. Those were conducted via e-mail, Skype 
but also in person. This paved the way for the research path and made it 
possible to identify the sections on which the full interview is focusing and is 
based on. 

  

3.3 Ethics an Sustainability 
 

One could argue that researching a group of individuals that the researcher met 
beforehand creates biases, and thus impacts the outcomes and results during 
the study. Most of the interviewees knew the author of this thesis as a fellow 
entrepreneur who was searching for a manufacturer in China. Accordingly, 
many answers imply the knowledge that they expect from someone in this 
position and cannot be premised by a normal university graduate. When 
interacting with the research objective as one does when conducting e.g. 
interviews there are no ways of fully eliminating biases.  

From the sustainability perspective the results of this analysis can be issued as 
steady for the next decade. The reason for that is that most of these identified 
issues are language based and caused by cultural misunderstandings. The 
researcher holds the opinion that through digitalization the life’s of people 
around the globe become more and more similar. This will eventually lead to 
better understanding of people from different cultural backgrounds.  
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4 Empirical Research 
 

Within this chapter the reader will find the analysis of the professional practice 
of agencies, institutions and startups that are currently working in China.  

 

Figure 6: The Southern Chinese Startup Ecosystem 

The paper will provide a brief introduction to some startups who have an 
intention to build up an office in China, showcase the specialties of those 
ventures and give insight on the location and its actors. All characterizations 
come from state of the art cases of companies.  

The leading topics for the interview were: 

• Biggest challenges for entrepreneurs  

• Initiation of a hardware prototyping project  

• Relationship with the Chinese manufacturer 

From the deducted questionnaire this chapter will provide the main reasons of 
the young ventures’ issues. In some cases it is the local industry but for others, 
it is more due to the proximity to the tools they need for prototyping.  
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4.1 Entrepreneurs who currently set up Manufacturing 
 

All three interviewed entrepreneurs state that they started right away to search 
for a fitting manufacturer. As soon as the product idea seemed validated all 
three tried to look for a local production sites. The Swedish and German 
distributors that were checked did not provide the required full service and none 
of the prices were competitive enough. 

The reasons for going to manufacture in China differ in all three from each 
other. Entrepreneur #1 was born in China and has good connections to 
manufacturing businesses. For the second entrepreneur the fact that the 
needed industry is worldwide focused in Southern China led to the focus. While 
the third startup won a spot in the Shenzhen based HAX, Accelerator program 
connected with an investment from SOSV. HAX is offering office space in 
Shenzhen shared with other startups; supporting with mentorship and advice. 

In the case of entrepreneur #3 the CEO of the startup already lived in China; 
She knew that “in China everything is more flexible; faster; easier to find 
someone to produce also small quantities; open to make relationships with 
foreign companies and maybe also take some risks; most factories have a lot of 
experience; many factories/options to choose from.” 

Most startups who are not located in China also started ordering their parts over  
Alibaba and similar services. These platforms replace the local agent to a 
certain point, as long as the demanded part or product already exists. As soon 
as alterations or completely new parts need to be produced, the agent who 
mediates between the parties becomes important. In former times agents where 
just there for big companies. Now small companies require smaller amounts or 
services from the agents. By that the whole business model for agencies 
changed. 

Besides the agents and their offered services creating contact with more 
experienced foreign entrepreneurs and advice from locals and other institutions 
come with immense value,  

Entrepreneur #3 emphasizes that when language problems appear, it is 
necessary to choose someone with expertise who can transfer the knowledge in 
the mother tongue of the other person. Reasoned by the tight relation during the 
iteration phase a steady exchange is needed. When the engineers of the 
manufacturers give feedback, it is often very slow. The startup of entrepreneur 
#3 made the experience that „it is hard to get feedback on an open question. It 
has to be clear easy to understand options/questions. So they (the 
manufacturer) do not design directly, but with communicating with them it helps 
us to make our decisions.“ Looking at the answers from the other interviewees 
of who both state that it is a fairly common behavior to search for local support 
through an agency or other professionals like a local employee. 
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Besides the communication to the manufacturing company intercultural training 
for every person is essential for building up internally a team with various 
national backgrounds. It prevents many misunderstandings and highlights 
sensitive cultural related topics (Entrepreneur #1). A set up of training structures 
and an employee development plan are the first steps every entrepreneur 
implement when coping with many new employees in a new country’s setting 
(Entrepreneur #1).  

Viewed from the financial perspective living in China is less intense. The lower 
living costs help founders to put all monetary resources into their venture.  Also 
hiring employees becomes accomplishable due to many reasons. University 
graduates usually are eager to learn and do not cause high labor costs in the 
beginning (Joffe, 2016).  

Time can also be viewed as a resource for a startup. Living close to the 
manufacturer and the tools that are needed to create prototypes improve the 
timeframe immensely.  

An astonishing quote from one of the participants at Hax was: that he had the 
feeling that the sheer amount of available parts for prototyping made the 
product development more expensive than necessary. Due to the low prices 
and the availability products would often be bought on stock or for a crazy trial. 
This overload of items can lead to great inventions but also to steer the 
developing team into an unbeneficial direction of advancement. 

 

4.2 Institutions within the South Chinese Ecosystem 
 

All three individuals interviewed can look back on a long career from 3 up to 15 
years working with startups in Mainland China or Hong Kong. The following 
table gives insight on how they see their role and on why startups contact them.  

How would you describe 
your role in the startup 
ecosystem? 

What types of services 
does your organization 
provide? 

Why do startups usually 
get in contact with you? 

International Business 
Development 

Facilities, labs and value 
added services 

To apply to our incubation 
program 

Connector Software hardware Looking for people 

Advisory; business 
development as well as 
marketing & PR 

Business development, sales 
marketing and PR 

For marketing & PR, sales 
and internationalization 

Table 4: Basic facts on the interviewed Institutions 

 

The most requested support of all three interviewed parties state that support in 
financial matters are a great percentage of the contact reasons. Furthermore 
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they give advice on marketing & PR, sales and internationalization (Institution 
#3).  

Interestingly, non- governmental institutions are not the only ones who work 
with startups. According to the interviewees the government also begun to 
interact with foreign startups and supports on the following tasks: marketing and 
funding, initiating promotional events and providing several positions in startup 
programs. 

 

4.3 Agencies who set up Manufacturing for Startups 
 

The four consulting agencies who answered the interview questions came from 
various backgrounds and industries. Agency #1 specializes in industrial power 
supply  and supports startups with their business communication platform. The 
second agency (Agency #2) focuses on consumer electronics and works mainly 
with hardware based commissions. Finally, Agencies #3 and #4 work mainly  on 
new product design and manufacturing, components sourcing and production 
management. In other words they provide services for startups who develop 
physical products and want to outsource the whole manufacturing effort. Lately, 
the fields product design and packaging design, but also identity & digital design 
and design research can also be covered by those companies.  

Agency Payment  Requested services  
#1 T/T, percentage of production 

costs 
Marketing development 

#2 Discounted weekly fee offset by 
royalty on sales 

User research, ideations, design, design for 
manufacturing 

#3 Free consultation 
Charge either on top of production 
cost (8%-15% depends on overall 
cost), or monthly retainer basis. 

1. Design for manufacturing 
2. Engineering, tooling & manufacturing 
management 
3. Components sourcing, quality control 
4. Project management 

#4 It depends on the type of start-ups, 
but mainly in 4 different ways; 
Project Based, Hourly Consultancy 
Fee (on-demand), Royalty or 
Share based. 

Design, Design Development, Product 
Strategy, Product Portfolio Procurement, 
Production Implementation 

Table 5: Consulting Agencies Payment Terms and Service Requests  

The timeframe of the projects vary from one month up to one year. Mostly it 
depends on the size of the company and the number of individuals involved in 
the process. New products with a lot of testing /fine-tuning can last for 6-9 
months in some cases. Agency #3 states that projects that last for over 9 
months can be classified as unsophisticated and need to be re-evaluated. 
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Compared to German production, a foreign venture can save up to 80% of cost 
when producing in China (Estimate by Ben Joffe (Hax)) For example, with 
regards to the "tooling costs", the Chinese can fabricate something which in 
Germany would cost many times more. Moreover, freight costs are not even as 
high as roughly calculated. Many Chinese companies are able to find special 
deals for their business partners. 

As stated previously the focus is driving from quantity to quality. So the success 
of a high quality hardware based product does not necessarily fall due to the 
realization but the design. 

Generally Chinese companies are very low cost in the sector of handcrafted 
goods, because the labor costs are correspondingly low. The lowest wages are 
about the equivalent of $ 200, - and an engineer earns an average of about $ 
600-700 - per month. Management salaries are naturally higher. However, 
China is no longer the "cheapest" country because wages are rising annually by 
about 15-20% (Statista, 2016).  

First and foremost what comes to mind when considering the external dangers; 
is the copying and selling of commissioned goods by the manufacturer himself.  

The slightly larger factories usually adhere to contractual agreements; the 
smaller factories are known to think in the "here and now". So if a smaller 
Chinese supplier who has made molded parts for you according to your drawing 
and specifications sees an opportunity to sell the same product to someone 
else, they will do so if possible. 

The smaller manufacturer owners often do not think further about people who 
no longer order from them. The larger production sites are safer since they are 
able to think more in the long term. Previous businesses have shown the firm 
what it means to lose a customer with a high order volume. Here also the 
financial factor plays an important role. Those bigger companies might see 
chances for the expansion of the product’s market reach. In this case it is in 
their mutual interest to keep a healthy relationship with the contractor who 
usually provides strong branding for the product.  

In any case it is common to conclude contracts where things need to be clearly 
defined. In addition a utility model or patent for the product, in the countries 
where the company wants to sell their products is advantageous. In that case it 
is somewhat possible to stop at least sales in the respective countries. Lawsuits 
with Chinese manufacturers tend to be unsuccessful. 

 

 Biggest Challenge in Chinese Startup Ecosystem 

Startups 
 

Agencies 
Aspects of a 
manufacturing projects 
that lead to success or 
failure 

Institutions 
Aspects of a 
manufacturing projects 
that lead to success or 
failure 

Biggest Concern in 
the beginning 

Biggest issue during 
setting up the 
manufacturing 
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A lot of many small 
manufacturing 
companies who do 
similar things. 
Identifying the best 
ones who can offer 
and sustain the best 
quality.  Many were 
ok to work on a  
prototype but no 
mass production. 

Quality issues with 
the manufacturer, 
which delays 
everything. 
Furthermore, orders 
are often expected to 
be delivered on one 
day but they don't 
arrive on the 
previously agreed 
time. 

Culture difference, lack 
of communication, 
high cost entry barrier 

The right partners 

You never know if 
you have a good one 
until the production 
is running and the 
products continue to 
be in the desired 
quality 

Communication and 
time difference 

Understanding 
competitiveness, 
meeting the right 
suppliers, 
understanding culture 
gap 

Can you clearly 
communicate what you 
need and enforce that 
standard. 

communication - 
finding someone 
where you have the 
feeling you can 
communicate well 
enough with them 

communicating 
everything clear, still 
something gets lost 
in translation, 

Make sure the 
selected China 
supplier/s can 
communicate clearly, 
understand what you 
need & are able to 
deliver. 

the right partners in 
China and the ability to 
be present in China 

  Be respectful to the 
time that it takes to 
prepare for production. 
Be prepared to go 
through several 
iterations of 
refinements and make 
sure you talk to the 
right persons in the 
factory (engineers and 
technicians). If you 
don't know production 
bring in support from 
someone that does. 

 

Table 6: Pitfalls and Success Factors for Startups 

Culture and value discrepancy between foreigners and mainland China leads to 
many of the named issues. Cultural misunderstandings have been the cause of 
many broken contracts. The interviewee from Institution #2 advises: "You need 
to be careful who you get into business with, and then you need to be stubborn. 
You will run into problems from setting up, getting a bank account, hiring staff 
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but take help from others who have been doing the same thing and you will be 
ok." 

 

Comparison of Answers Throughout the Groups 

Startups 
Reaction on working with a 
project management tool 

Agencies 
Internal usage of a project management tool 

Institutions 
Percentage 
of startups 
who have a 
project plan 

First we had to just do 
whatever was necessary. 
Impossible to know what 
challenges would come. End 
of the cycle is the beginning 
of a new one 

Trello as a base 10% 

yes, but it turned out to stop 
the progress immensely when 
I put too many pm points in 
the very early stage 

Typically only Google sheets, and internal 
time management tool 

50% 

patent, a good idea how the 
product will loook like, but it 
was still a long time to go, 
when first contacting the 
manufacturers 

Prepare preliminary project resources / cost / 
schedule / ROI, etc. in spreadsheet. 
Procedures for new project: 
1. Discuss in detail, understand 
short/middle/long term scopes, business 
model, product life cycle... 
2. Link up suppliers with customer 
3. Verify resources involved, ROI, worst case 
scenario 
4. Prototyping, testing, design for 
manufacturing, engineering, tooling, 
marketing, mass production, logistics, 
financing, after sale services... 
5. Project management & review 

70% 

 We apply a classic design process, Kick-off 
and Alignment followed by an exploration 
phase that leads in to concept development, 
design refinement, production underlay and 
production implementation. All projects may 
not need the same amount of work in all 
phases, but we usually bring them through the 
phases anyway as way to validate the product 
feasibility. 

 

Table 7: Project Management Tools  

Obviously, in this batch of interviewed individuals the entrepreneurs care less 
about a proper project plan but do see the importance for the future. While the 
agencies consequently work with management tools to cope with the various 
projects they take care of. Time and money that has been spent on a specific 
project should be as profitable as possible. The results of the institutions display 
the stages of startups they work with. To get accepted in such a program the 
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planning and the financial situation need to be clarified and the timeframe of 
collaboration is usually longer than the one with an agency.  

 

Looking back on the development of the past 5 years. What do you think were the main drivers 
of this change in the Chinese startup environment? 

Agencies Institutions 

Startup culture raised and support from government, like 
incubators 

Opening up of the business 
environment 

For HW: democratization of hw, 3d-printing, crowd-funding 
and smaller batches of production.  
Generally: Born digital generation of Chinese, more 
westernized and liberal 

The Chinese success like 
Alibaba and rising competition 

Incentives & trust are the major drivers 
When mainland Chinese suppliers foresee upcoming 
incentives, they'd try hard to deliver; when there's mutual 
trust, you've less problem with better quality product for 
long term relationship. 

Culture. 

In the bigger picture it is China changing and building on 
design and innovation but for start-ups I think kick-starter 
that presented the idea that everyone can produce their 
own things made a change. It made the idea of producing 
your ideas and doing it in China real, and with small players 
with money for production the manufacturers also dared to 
produce for other than just the big clients. 

 

Table 8: Drivers of Change in the Chinese Startup Environment  

And again culture seems to be a factor but this time one in which positive 
potential lies not only for the native entrepreneurs- also foreign ventures benefit 
from the shift in openness to new things in China. Technology seems to bring 
the world, in particular the digital natives closer to each other.  

 

4.4 Quantification of the Interviews 
 

From the previously showcased statements and the further interview materials 
the table below quantifies the mentioning of certain topics. Every time a certain 
issue was mentioned it got a score and the total about added up and gave the 
following results. The next chapter gives a more detailed insight on how to 
detect and reduce the risk of those issues. 
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Table 9: Quantification of Mentioned Issues  
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5 Consideration from Theory for Professional Practice 
 

Although this paper focuses more on the executive part of setting up 
manufacturing, the findings may reflect communication differences between the 
countries and the conclusions can be further elaborated on in the entire project 
management.  

This is also where leaders and their teams make the difference when managing 
maximum performance in an uncertain environment. Bringing out the best in 
both themselves and their teams. However, this seems to be the key in any 
other business environment. In the end, doing business in China is always a 
give and take of opportunities with a large influence from the national 
government.  

Project risks are possible occurrences or situations with negative effect on the 
project goal or those developments that could lead to unexpected expenses or 
unfortunate results. Unplanned situations occur during each project. A good 
project manager qualifies him-/herself with the ability to see those early and 
provide a solution with as little frictional loss as possible. To plan ahead a risk 
analysis should be done early as early as possible and periodically repeated 
and updated during the running project.  If not much information is available a 
SWOT analysis gives some indication and delivers a good picture about the 
“Strengths”, “Weaknesses”, “Opportunities” and “Threats”. 

Common mistakes would be performing tasks which have not been clearly 
defined, the planning was not exact enough or the complexity of the project was 
underestimated. At management level many changes of priority, resort in 
egoism of a certain department can lead to disputes between or even within the 
project team. One of the biggest risks is the unexpected change of the team 
leader during the running project. If the documentation is not exact enough it is 
very difficult to take over the responsibilities. Another point worth mentioning 
and prospecting is prolonging of decisions. Those can slow down all involved 
subjects and endanger the whole flow of the process. 

All possible project risks have to be determined and listed by their probability of 
occurrence and amount of loss. The following five key areas have been 
identified by the previous analysis as the biggest influence factors that are 
under control of the foreign entrepreneur. 

 

5.1 Re-adjusting the Project Plan 
 

The whole company or full startup team will usually not move to China to be at 
the production sites or at the local labs. That is the reason why this paper uses 
the concept of project management as a framework for setting up a functioning 
branch in the new environment.  
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A project comes as a unique specimen with certain targets, a financial impact, 
limited time frame and personnel and material resources. It has to be sharply 
differed from other business ventures and needs its own organization (GPM 
Deutsche Gesellschaft für Projektmanagement e.V., 2009).  

Definition of Project Management (PM): Project management is used as an 
umbrella term for all planning, controlling and steering activities that are needed 
to restructure or build up of new processes or systems (GPM Deutsche 
Gesellschaft für Projektmanagement e.V., 2009).  DIN 69901 defines project 
management as a unity of leadership duties, organizational tasks, methods and 
resources that are required to settle a project. The American Project 
Management Institute (PMI) says PM is: „…the application of knowledge, skills, 
tools, and techniques to project activities to meet project requirements“(Project 
Management Institute, 2008, p6).   

Projects can be partitioned in four steps (Drews, G. / Hillebrand, N. 2007, p14).  
Firstly the initiation phase, when the management or the company leader 
clarifies the goals and scope of the required performance. If possible similar 
projects have to be reviewed and if possible lessons learned taken into account. 
Secondly, the so-called project-planning phase determinates the project 
structure with single work packages. This allows that manpower and resources 
to be calculated and milestones to be set. Those figures can be used to steer 
the project handling in the third phase. The execution of the project has to be 
accompanied by continuous monitoring and controlling. The last project part of 
each project is the closeout on which all results have to be gathered and 
documented for following projects. Those results are sent to the higher 
management level to approve the project outcome. 

  

Figure 7: Project Phases  

 

All presented features of the project management tool come with certain tables 
and documentation task. Since this brief introduction just has to give an 
overview, none of them are presented in detail. The potentially useful tools of 
this part will be employed on the practical subject in a subsequent chapter. 
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The representative of supporting institution # 2 speaks from her large 
experience working together with intercultural business relations. She identified 
good project management skills as the biggest threat when they are missing. 

Her first requests to startups that have experienced difficulties in China are to 
think about the following questions: 

• Who made the plan? 
• How often does is change? 
• How right where the assumptions made in the beginning? 
• What did they oversee in your plan when they decided to start working in 

China? 
• Was the goal for the company set correctly? 
• What is the weak spot of your company from a management 

perspective? 

The Swedish OnePlus founder Karl Pei had another interesting point of view on 
this topic. The young company, which was founded in his country of birth only in 
2013, has now more than 600 employees. The firm's presence in various 
regions of the world has been built with impressive speed. Among others they 
opened regional offices in several European countries in order to be closer to 
customers. The key markets for Pei continue to be the United States, China and 
India. Previously, the company distributed its products in Western countries only 
through its own online shop, for which until not so long ago an invitation was 
needed to purchase the phone. This helped OnePlus to keep its inventory levels 
and pre-order-risks to a minimum. For the OnePlus2 the invite system was used 
again, but this time more for marketing reasons.  

At the head office of the young mobile phone company (Shenzhen), many 
issues come up when project teams are too strongly culturally sorted. Many are 
purely consistent of domestic employees and others only internationals. It has 
been exposed that these composition usually bring more issues when they have 
to work dependent on each other on overall goals. So one measure is to make 
sure that all teams are heterogeneous.  

At HAX Accelerator many short interviews were conducted by the researcher. 
The overall feeling was that persistence when things go bad is often a key habit 
of those young entrepreneurs. Startups from around the world described the 
very same challenges for all teams even though they were working in different 
fields. For instance, the fact that shipping was to slow at some point of time 
nearly crushed many businesses. So an experienced entrepreneur even stated 
that when you are  “100% happy with the product, you shipped too late”.  

In conclusion, a project plan should be held visible and up to date. Being flexible 
and ready for sudden changes helps to manage risks. 
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5.2 Building up a Local Team 
 

The following quote by Maude frames cross-cultural team-building precisely: 
“By critically examining its own performance, arranging to receive feedback, and 
using other techniques to facilitate team efficiency, a multicultural team can 
improve its communication, procedures, and relationships and thus achieve 
higher levels of performance” (Maude, B., 2011,p280). Critically examining a 
situation is culturally not appreciated in China. Criticism on a person’s work 
should not be directly communicated, and never brought up in front of others 
(comp. Schneider, G. ; Comberg, J., 2014, p39). In a situation of starting a 
manufacturing relationship, this dynamic can have a strong impact. From talking 
to the manufacturer to enabling employees, the choice of words matters greatly. 

In Germany coaching is already a frequently used and validated tool. Chinese 
people for instance may understand coaching rather differently. There is no 
word for describing a coach since the person is not particularly a teacher or a 
mentor. The Chinese word “ShiFu (師父)” comes very close to the western 
understanding of a mentor. This makes the introduction of cross-cultural 
coaching a big challenge. Vitally required are “dynamic managers with energy 
and initiative in spite of relatively rigid management structures” (Klenner, W. 
Wiesegard P., 1989, p89) to conquer this task. 

One of the initiators of Makerresan states that many people do not have enough 
knowledge on how to connect with the eco-system. They strand quite often 
when trying everything by themselves. Networking as a skill for foreign 
entrepreneurs, is a necessity which they have to master to survive in the 
Chinese business environment.  

So a recommendation is to look at other successful ventures in the same 
environment and ask the following question:  

• What do they usually do? 
• Who are they recruiting? 
• Where are the dangers? 
• What is the local legal situation when hiring? 
• Are there samples of team building actions that work out? 

Furthermore she gives the advice that the founder of the young venture should 
move to China so that he/she can experience the challenges in team building 
themselves.  

One exception is Tom Yang, he moved to Sweden a few years ago. Due to the 
fact that his family is located in Sweden he divides his time in working oversees 
and Sweden. In his company the local team leader is currently taking care of 
the team in Beijing. In future he wants to focus on working together with a local 
partner who supports with the production setup and outsource that part. He 
stays in contact with his Chinese office everyday and spends almost half the 
year working in China. 
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An interesting fact why Yang is putting so much effort in the Chinese team is 
that he is thinking about dealing with the Chinese local market, too. So a 
marketing team will be set up in the future. The Chinese employees do mostly 
R&D work, currently all of them are developers – writing the code. Main task 
though is the communication with manufactures. 

During the interviews and the talks about building up a local team the word 
leadership came up many times in the conversations.  A “high degree of 
emotional intelligence, or the capacity to be aware of, control and express our 
emotions, and to handle interpersonal relationships fairly and empathetically“ 
(Howles L., 2014) have a positive effect on an entrepreneurs’ work. 

 

5.3 A Friend in China  
 

The famous Guanxi is the number one rule in national business. He who has 
connections can start a business and he who comes as a blank page will be left 
out until they have made a name for themselves.  

An independent advisor might not be necessary anymore in today’s Alibaba 
times (and other platforms) a contact in China. Furthermore it becomes 
especially handy to at least know someone locally when it comes to organizing 
special alterations or when certain supply issues occur. And there are really 
very many opportunities to encounter problems, either for certain materials 
which your supplier cannot get or perhaps even with the documents for the 
export of goods. 

This “friend” in China can be a contracted consulting company but also a local 
employee. An import agency, however, always their specialists on site and can 
socialize without problems. Often they can still find better deals. Reputable 
import consulting companies also often offer their clients their own businesses 
in China. So it is possible to visit the selected factories on site and make direct 
contact with the people. The Chinese greatly appreciate it if the counterparts 
stick to certain rules in their culture and they see that one tries. This is in price 
negotiations often of great advantage. But one has to be aware that prices 
might be higher due to the fact that the contracting authority is a foreigner. In 
addition, the foreign entrepreneur can also see how the products are produced 
and can also directly get an idea of the quality. In personal interviews (if 
necessary with interpreters of the import agency) many cases show that one 
can certainly obtain better prices than is being negotiated at the table and not 
via the Internet. Alone without a strong import consultancy company’s support it 
is barely possible to create a new product. China is very large and also the 
language is difficult to learn. Moreover, business trips without professional 
guidance are not always crowned by success. Counting all the benefits together 
and looking at what can be negotiated (with an agent on the side) around the 
purchase prices the cost is what an import agency costs are saved quickly. 
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5.4 The Relationship with the Manufacturer 
 

Chinese are very good at business, no wonder, since they already trade for 
thousands of years with other nations. But a Chinese only creates an offer for a 
customer, if you have specific purchase intentions. For technical products, such 
as in injection molding products, the principal needs to specific and provides 
exact drawings with all details and tolerances, and of course a correspondingly 
high number of units. Chinese often do not think about the principal intentions 
(Entrepreneur #3). In many cases they produce and what comes out is 
"obviously" wrong color, shape, material or other details (Joffe, 2016). This 
leads to misunderstandings and time issues when a big order is supposed to 
follow.  

As mentioned in elaborations on cultural differences in the literature research, it 
is best to talk only to the owner or the highest available employee of the 
company. The workers will not bypass their boss to make any decisions. All this 
is due to the old cultural system they live in. In which a State requires or permits 
everything, but also decided everything for them. This learned reaction is 
carried out even today. Therefore it might be a few years before the normal 
employees will or want to make decisions  

In principle, there are many trustworthy companies in China, but there are many 
things to consider. Depending on which product one wants or what company 
one has  in mind to produce goods, there are huge differences. 

One can divide Chinese companies in about three categories, on the one hand, 
there are many small businesses in terms of backyard garages or perhaps 
slightly larger that specialize in production of a few products. Then there are 
medium-sized companies with about 100 employees that  also often have 
"chaotic conditions", for us Europeans; from workplace safety to the production 
process. And then there are large firms that are quite newly built and quite close 
to working according to the European standards. These factories are quite 
clean, the machines are relatively new and even partly made in European 
production sites, so one would   usually  find quality machines (Institution #3). 

Those companies usually have own engineering departments and work strictly 
according to customer specifications and are also ISO certified. These 
businesses are designed for mass production, so usually with minimum order 
quantity of 20,000 or more per sales order (Houng, 2016). 

Not infrequently, one comes also into contact with "agents”, which are not 
producers, but only to trade with orders and goods. That might not be a mistake 
because many of these traders also supply good products. However, the 
customers must pay an additional margin. So usually it is best known to know 
the originating producer (Hongda, 2016). 

If one would like to order and wonder whether one can trust the supplier on the 
quality and supply promises. Generally, it is always best if first a sample is 
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ordered, this is especially true for smaller businesses. It is recommended to  
make no higher orders than max 1000$ when doing business with unknown 
traders or companies in China as a  "first order" (Hongda, 2016). For example, 
the young venture can fall on scammers. Mostly Chinese manufacturers will 
take advance payments, before anything happens (Entrepreneur #3). 

There is little about individual companies to search on the Internet, nor there is 
any "financial information" available for small businesses. Often that means  
doing business with blind trust. However, as history has shown, there are many 
reputable small businesses that also deliver as ordered (Joffe, 2016).  

As soon as the first sample order has been placed, it is time to mutually get to 
know each other and create trust. is waiting for the samples a good idea to 
request photos of the product, preferably shortly before shipment, so that it is 
possible to see what will be shipped. 

In the larger factories, as far as sampling goes, usually it is very trustworthy, 
they are very dependent on the European market and know what it can mean if 
customers are dissatisfied. Often here contracts with a so-called LC (Letter of 
Credit) are made, that the contract value shall be deposited in trust with the 
companies’ house bank. An independent Chinese company that specializes in 
product inspections inspects the goods, whether this was prepared according to 
the contract with appropriate quantities and then provides the ok to the bank.  

In conclusion: For the initial business, especially for smaller companies or 
dealers they have to be prepared to take risks. While larger companies develop 
usually very detailed contracts with are negotiated prior the final acceptance. 

 

5.5 Maintaining the Quality  
 

Seven of nine interviewees stated that maintaining the same quality has been a 
big issue. That's why as far as possible, it is advised to get samples and ask for 
the material composition in advance. For smaller manufacturers goods come 
often with a wide range of variation, measurements are often not taken that 
crucial while production. Even if they have a pattern the result may be different 
for subsequent series or parts. 

For larger manufacturing companies it is usually not much of an issue. These 
companies are used to the demanded accuracy. If in doubt and the goods worth 
is over $ 5.000 – Consultancy agencies advice to have an inspection issued by 
an independent auditor (Agency #1). Costs are depending on the difficulty. 
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6 Conclusions 
 

The researcher states to have answered the initially asked research question 
“What aspects of a manufacturing project will influence the success of a foreign 
entrepreneur in China?” with the findings in chapter five. 

To sum up, the general three things that startups should find when they want to 
do business in China are located in the following areas:  

Cultural Knowledge; Understand China’s market, Identify unique opportunities 
for your business, Expand your horizons in terms of being open to other cultural 
habits and the different way of though process.  

Project Plan; Be aware that the risks have to be reviewed on a regular basis 
and the high potential pitfalls are on the agenda to be steady monitored.  

Local Contacts; Networking, Develop commercial partnerships in China, Build 
and strengthen relations with other forward thinking Western entrepreneurs 

By considering these elements and developing a strategy, the researcher 
believes that entrepreneurs and their engineers can increase the success of 
prototyping efforts in China. Not all efforts will need to take all factors into 
account, as not all factors will apply to every prototyping effort, but this list is 
intended to be generally applicable to any prototyping endeavor related to 
Chinese manufacturers. 

 

6.1 Further Research 
 

The following three questions and research tasks came up while researching on 
the topic: 

• Do startups really succeed if they know about these factors? 
• Get a bigger and wider representative sample of companies and 

individuals. 
• See if these results match for other startup fields (eg. Textile, Chemical, 

Service, Software) 

Due to the results of this thesis those named points are the fields of 
recommended further research. 

 

6.2 Implications 
 

To improve the outcome from the efforts by a startup in the ecosystem in 
southern China the following areas have to be further developed: 
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 • The ability to have a specialized and generalized view on project tasks 

 • Contact person with experience from a previous and in a best case also 

  similar project 

 • Work on strong leadership abilities 

 • Generate a great bandwidth of knowledge around business processes  

  in China 

 • Awareness of the different interpretations of timelines  

These features and all provided suggestions will help to reduce frustration at 
work and wasted time on all sides by not successful communication efforts for 
manufacturing projects. Maximize efficiency and generate a common ground 
between startups and support institutions around the world. 

Ultimately, China's economic growth in recent years has not only given new 
impetus to the large, state-owned companies. It created with its economic 
power and with the active support of the government a vital startup scene.  
Which has not only access to many enthusiastic entrepreneurs but also a 
market of a billion people in hand (Tai K., 2015). Whether the enthusiasm of 
investors or politicians like China Premier Li is justified, remains to be seen in 
the coming years. 
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7 Appendices 
 

7.1 Culture Dimensions by Geert Hofstede 
 

Cited from: http://geerthofstede.nl/dimensions-of-national-cultures 

“Geert has operated in an international environment since 1965, and his curiosity as a social 
psychologist led him to the comparison of nations, first as a travelling international staff 
member of a multinational (IBM) and later as a visiting professor at an international business 
school in Switzerland. His 1980 book Culture's Consequences combined his personal 
experiences with the statistical analysis of two unique data bases. The first and largest 
comprised answers of matched employee samples from 40 different  countries to the same 
attitude survey questions. The second consisted of answers to some of these same 
questions by his executive students who came from 15 countries and from a variety of 
companies and industries. Systematic differences between nations in these two data 
bases occurred in particular for questions dealing with values. Values, in this case, are "broad 
preferences for one state of affairs over others", and they are mostly unconscious. 

The first four dimensions 
The values that distinguished countries (rather than individuals) from each other grouped 
themselves statistically into four clusters. They dealt with four anthropological problem areas 
that different national societies handle differently: ways of coping with inequality, ways of 
coping with uncertainty, the relationship of the individual with her or his primary group, and 
the emotional implications of having been born as a girl or as a boy. These became the 
Hofstede dimensions of  national culture: Power Distance, Uncertainty Avoidance, 
Individualism versus Collectivism, and Masculinity versus Femininity. Between 1990 and 
2002, these dimensions were largely replicated in six other cross-national studies on very 
different populations from consumers to airline pilots, covering between 14 and 28 countries. 
In the 2010 third edition of our book Cultures and Organizations: Software of the Mind, scores 
on the dimensions are listed for 76 countries. 

Power Distance 
Power distance is the extent to which the less powerful members of organizations and 
institutions (like the family) accept and expect that power is distributed unequally. This 
represents inequality (more versus less), but defined from below, not from above. It suggests 
that a society's level of inequality is endorsed by the followers as much as by the leaders. 
Power and inequality, of course, are extremely fundamental facts of any society and anybody 
with some international experience will be aware that  "all societies are unequal, but some 
are more unequal than others". 

Uncertainty Avoidance 
Uncertainty avoidance deals with a society's tolerance for uncertainty and ambiguity. It 
indicates to what extent a culture programs its members to feel either uncomfortable or 
comfortable in unstructured situations. Unstructured situations are novel, unknown, 
surprising, different from usual. Uncertainty avoiding cultures try to minimize the possibility of 
such situations by strict laws and rules, safety and security measures, and on the 
philosophical and religious level by a belief in absolute Truth:  "there can only be one Truth 
and we have it". People in uncertainty avoiding countries are also more emotional, and 
motivated by inner nervous energy. The opposite type, uncertainty accepting cultures, are 
more tolerant of opinions different from what they are used to; they try to have as few rules as 
possible, and on the philosophical and religious level they are relativist and allow many 
currents to flow side by side. People within these cultures are more phlegmatic and 
contemplative, and not expected by their environment to express emotions. 

Individualism 
Individualism on the one side versus its opposite, collectivism, is the degree to which 
individuals are integrated into groups. On the individualist side we find societies in which the 
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ties between individuals are loose: everyone is expected to look after her/himself and her/his 
immediate family. On the collectivist side, we find societies in which people from birth 
onwards are integrated into strong, cohesive in-groups, often extended families (with uncles, 
aunts and grandparents) which continue protecting them in exchange for unquestioning 
loyalty. The word collectivism in this sense has no political meaning: it refers to the group, not 
to the state. Again, the issue addressed by this dimension is an extremely fundamental one, 
regarding all societies in the world. 

Masculinity 
Masculinity versus its opposite, femininity, refers to the distribution of emotional roles 
between the genders which is another fundamental issue for any society to which a range of 
solutions are found. The IBM studies revealed that (a) women's values differ less among 
societies than men's values; (b) men's values from one country to another contain a 
dimension from very assertive and competitive and maximally different from women's values 
on the one side, to modest and caring and similar to women's values on the other. The 
assertive pole has been called masculine and the modest, caring pole feminine. The women 
in feminine countries have the same modest, caring values as the men; in the masculine 
countries they are more assertive and  more competitive, but not as much as the men, so that 
these countries show a gap between men's values and women's values. 

The fifth dimension: Long-Term Orientation 
Research by Michael Bond and colleagues among students in 23 countries led him in 1991 to 
adding a fifth dimension called Long- versus Short-Term Orientation. In 2010, research by 
Michael Minkov allowed to extend the number of country scores for this dimension to 93, 
using recent World Values Survey data from representative samples of national populations. 
Long- term oriented societies foster pragmatic virtues oriented towards future rewards, in 
particular saving, persistence, and adapting to changing circumstances. Short-term oriented 
societies foster virtues related to the past and present such as national pride, respect for 
tradition, preservation of "face",  and fulfilling social obligations. 

The sixth dimensions: Indulgence versus Restraint 
In the same book a sixth dimension, also based on Minkov's World Values Survey data 
analysis for 93 countries, has been added, called Indulgence versus Restraint. Indulgence 
stands for a society that allows relatively free gratification of basic and natural human drives 
related to enjoying life and having fun.  Restraint stands for a society that suppresses 
gratification of needs and regulates it by means of strict social norms. 

Dimension scores are relative 
The country scores on these dimensions are relative - societies are compared to other 
societies. These relative scores have been proven to be quite stable over decades. The 
forces that cause cultures to shift tend to be global or continent-wide - they affect many 
countries at the same time, so that if their cultures shift, they shift together, and their relative 
positions remain the same. 
 
Scores around the world 
Power distance scores are high for Latin, Asian and African countries and smaller for Anglo 
and Germanic countries. Uncertainty avoidance scores are higher in Latin countries, in 
Japan, and in German speaking countries, lower in Anglo, Nordic, and Chinese culture 
countries. Individualism prevails in developed and Western countries, while collectivism 
prevails in less developed and Eastern countries; Japan takes a middle position on this 
dimension. Masculinity is high in Japan, in some European countries like Germany, Austria 
and Switzerland, and moderately high in Anglo countries; it is low in Nordic countries and in 
the Netherlands and moderately low in some Latin and Asian countries like France, Spain 
and Thailand. Long-term orientation scores are highest in East Asia, moderate in Eastern and 
Western Europe, and low in the Anglo world, the Muslim world, Latin America and Africa. 
Indulgence scores are highest in Latin America, parts of Africa, the Anglo world and Nordic 
Europe; restraint is mostly found in East Asia, Eastern Europe and the Muslim world. 

Ancient roots of culture 
The grouping of country scores points to some of the roots of cultural differences. These 
should be sought in the common history of similarly scoring countries. All Latin countries, for 
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example, score relatively high on both power distance and uncertainty avoidance. Latin 
countries (those today speaking a Romance language i.e. Spanish, Portuguese, French, 
Italian or Romanian) have inherited at least part of their civilization from the Roman empire. 
The Roman empire in its days was characterized by the existence of a central researcherity 
in Rome, and a system of law applicable to citizens anywhere. This established in its citizens' 
minds the value complex which we still recognize today: centralization fostered large power 
distance and a stress on laws fostered strong uncertainty avoidance. The Chinese empire 
also knew centralization, but it lacked a fixed system of laws: it was governed by men rather 
than by laws. In the present-day countries once under Chinese rule, the mindset fostered by 
the empire is reflected in large power distance but medium to weak uncertainty avoidance. 
The Germanic part of Europe, including Great Britain, never succeeded in establishing an 
enduring common central researcherity and countries which inherited its civilizations show 
smaller power distance. Assumptions about historical roots of cultural differences always 
remain speculative but in the given examples they are plausible. In other cases they remain 
hidden in the course of history. 

Correlations 
The country scores on the six dimensions are statistically correlated with a multitude of other 
data about the countries. For example, power distance is correlated with the use of violence 
in domestic politics and with income inequality in a country. Uncertainty avoidance is 
associated with Roman Catholicism and with the legal obligation in developed countries for 
citizens to carry identity cards.  Individualism is correlated with national wealth  and with 
mobility between social classes from one generation to the next. Masculinity is correlated 
negatively with the percent of women in democratically elected governments. Long-term 
orientation is correlated with school results in international comparisons. Indulgence is 
correlated with sexual freedom and a call for human rights like free expression of opinions. 

Dimensions are widely used 
The Hofstede model of dimensions of national culture has been applied in the practice of 
many domains of human social life, from the interpersonal to the national, in public domains 
and in business, in education and in health care.  According to the Web of Science, in 2008 
more than 800 peer-reviewed articles in scientific journals cited one or more of Geert 
Hofstede's publications. 

 

7.2 Interview Questions for Entrepreneurs 
 

Your product is partially software ( app+ other programming) and hardware. What is 
the percentage of these two components when you compare the work time spent on 
them?  

What were your reasons for your decision to produce in China? Did you consider and 
investigated manufacturing/producing in other countries? 
What made you feel ready when you started to contact Chinese manufacturers about 
producing your idea? 
Which of the following steps had you taken by the time you started contacting Chinese 
manufacturers about setting up a small batch production? 

When you planned your project did you use any specific Project Management 
approach? Explain.  
Are you working with a local agent in China? Explain how that agent is assisting you.  

If yes, what was your process for vetting potential agents to ensure quality and/or a 
good fit with what you were looking for?) 

Who did you ask for advice when you decided to manufacture in China?  
(such as: other foreign entrepreneurs who manufacture in China, government officials, 



 44 

trade groups (e.g., Chamber of Commerce), your own personal or professional 
networks, online search, specific web sites)  
Did any specific institution support you in your plans to manufacture (or produce 
prototypes) in China? Explain (which institutions and how).  
 
What was your biggest challenge when trying to find a manufacturer in China? 
 
There is a saying " A prototype is ready when it can be manufactured." Does your 
manufacturer participate in the design of your prototype? 
 
If so, on what point did you include your manufacturer in your iteration process? 
 
What are the biggest problems you are experiencing so far when it comes to working 
with a Chinese manufacturer on prototype production?  
 
In the future, do you want to be in charge of your own production instead of relying on 
Chinese manufacturers? 
 
How many local people in China work together with you (on manufacturing, or also 
including other things potentially, sales, business development)? 
Can you identify specific roles in your company that need to filled with Chinese native 
speakers? Explain.  
 
Do you plan to build up a local team in China? If so, what will be your actions? 
 
How do you (or do you plan to) train them for their tasks?  
  
In your opinion, what aspects of a prototyping project will determine your success or 
failure as a foreign entrepreneur in China? 
 

7.3 Interview Questions for Agencies and Consultancies 
 

Which industries does your organization focus on? 

Which types of startups do you focus on supporting (if any)?  

Explain the typical payment terms that you set with those young ventures (hourly fee, 
general set fee, percentage of production costs, other)? 

Do you use any project management tools to start a prototyping project? Can you 
explain in short what your process is when you get started with a new project? 

What is the average timeframe of activities for your engagement with a client in 
supporting…)? (e.g., most such projects typically last between 2-4 months) 

What are the main tasks and activities that you take care of?  

When it comes to your clients (the organizations seeking…), who is usually the person 
you have the most contact with (e.g., CEO, CTO, other)?  

In your opinion, what aspects of a prototyping project will determine the success or 
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failure of foreign entrepreneurs seeking to manufacture in China? 

What are the biggest challenges associated with startups founded by foreigners in 
China?  

Looking back on the development of the past 10 years. What do you think were the 
main drivers of this change in the Chinese startup environment? 

 

 

7.4 Interview Questions for Support Institutions 
 

How would you describe your role in the startup ecosystem? 

What types of services does your organization provide? 

Why do startups usually get in contact with you? 

What support requests are the most frequent ones? 

What percentage of startups come to you and are able to present a project plan and 
know exactly what their goal is? 

Do you support them in finding local employees or other contractors? 

In what ways is the local/regional and national government interacting with foreign 
startups? 

Are there specific legal or regulatory obligations for startups when it comes to foreign 
companies initiating prototype production and manufacturing in China that tend to be 
problematic? Such as the Joint Venture Rule forming rule? Or the three-year minimum 
contract for local employees?  

What are the biggest challenges that foreign companies face when they try to set up 
the production? 

In your opinion, what aspects of a prototyping project will determine the success or 
failure of foreign entrepreneurs in China? 

How long has your organization been supporting companies in arranging X…? You 
personally? What is the size of your team (in terms of full-time equivalent employees) 
that provides support services. 

Looking back on the development of the past 10 years. What do you think were the 
main drivers of this change in the Chinese startup environment? 
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7.5 China Company Comparison Table 
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Source: Hongda Business Services, 2016 
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