—

& A Chain of%
i " [ [ P
- sociation: %
@ How Foreign Exit Decisions Happen
PERIIME R B EFRREATARIRRHS =

7
:




A Chain of
Association:

How Foreign Exit Decisions Happen
PERFIME B EFRMR T RER S

By Tan Qun
2 B F

HEBAXHSHFAAREFEEIE , NBHES 15YJC630115,
INE &R REMIMERRECANEINEF T AR —ET A
ESBE ez =z

CEr AT i Aade BR BB H
\k‘?.é" ﬁ\w\ evvrrsiny eness SEEEERRHRSE



EHEM% B (CIP) # 7

rf X AR Aol 8 Bl 1 7 R A e P = A Chain of Association: How For-
eign Exit Decisions Happen: & /&, — B[] B RS= 10 itk . 2017, 7

ISBN 978-7-5615-6603-9

L @rfrese [ Oifeee ML OAill- % SMF- 10 R F-WF 7D E-92 3 V. DF279. 23

o [ AR 547 CIP 8% 7 (2017 55 166315 5

R A A
HERE Ml
BHYRE  HLY
H\® 45O
BARE K #

WEREST AN KRT LA G

# b I LR IR 39 b
BRELRER 361008

B &/ B 05922182177  0592-2181406 ({5 1'Q)
E4ihid  0592-2184458  0592-2181365

] H#t hep://www. xmupress. com

Hp #  xmup@xmupress. com

En Bl RFE) ZR TP 2]

FA 20mm - [000mm /16

gk 1
b
8B 6 T

BRI 201TAET )L M
EPIR 2007 4 7 15 1 i
EH 65,00 0

&I TAF iR
A o AT 80 TR LA LA R R LR




A6
i

W

O ArT
BEHLBMFERITY

2011—2021

AEHERBEBENIAFEFHLEHE
ERITKAORE), $FIEISE .



ACKNOWLEDGEMENTS

ACKNOWLEDGEMENTS

“Feeling gratitude and not expressing it is like wrapping a present
and not giving it” (William Arthur Ward). Not until | recalled my life dur-
ing the past four years, did | realise that | had so many wrapped presents
in my heart that | had never given. It is, therefore, difficult to spell out all
my gratitude on only a few pages, but | would like to take this opportunity to
express my heartfelt appreciation to those who have made a positive difference
in my PhD life.

Professor Carlos MP Sousa, my principal supervisor, is the one to
whom my gratitude is as boundless as the sea, because my research and
this dissertation would have remained a dream had it not been for him.
Before | met him, | knew nothing about research, and had only my dream to
be a researcher. When | first contacted him via email for the PhD applica-
tion, | was so amazed by his ability to perfectly understand my thoughts
behind my clumsy English and make them much clearer to myself. He star-
ted to set rules for my PhD study during the telephone interview, which im-
pressed me greatly. It was at that moment | knew that he would be the
right person in my research life. Shortly after | arrived at University Col-
lege Dublin (UCD), the member of staff at the reception wished me *good
luck” when she knew that | would be the PhD student of Carlos. It turns out
that | am indeed so lucky, because | have learned and achieved much
more than | had ever expected. Certainly, all the credits should go to Pro-
fessor Sousa, for his enlightenment, instructions, encouragement, sup-
port, care, recognition, and appreciation. He has enlightened me about
the basic skills of doing research by first asking me to conduct a step-by-
step literature review, through which | started to know the past and ongo-

ing debates and theories in my research area, and through which | also

oIo



A Chain of Association: How Foreign Exit Decisions Happen

found the direction of my future research. It was so encouraging that after
a few months, our first research paper draft was finished, and after one
more year, we managed to get it published! He has taught me what to
learn and, more importantly, how to learn. This inspired me to learn by
myself and made me a more independent person. He has encouraged and
pushed me to be perfect in my research work; as a result | consistently did
better than.| thought | could and realised that | had more ability than |
thought. He always attentively listened to my ideas and gave me an abso-
lute gem of instructions and suggestions. He never discouraged me re-
garding my research ideas, only questioned and challenged them for fur-
ther improvement. It was, therefore, a great pleasure to meet him, as my
work could always be improved to a higher level after every meeting. He
always showed recognition and appreciation of my research capability,
which | appreciated most, and he has constantly motivated me to study
harder. He demonstrated a strong ethic, passion, and dedication towards
research, which directed me to become an ethical, passionate, and dedi-
cated PhD student. | enjoyed working with him throughout my PhD life and
| hope to continue working with him until my retirement.

Dr Danoce Manika, my second supervisor, always offered me timely
and thoughtful suggestions whenever | requested advice. Although our re-
search areas are not very close, she always made great efforts to give
me constructive feedback on my guestionnaires and book draft, including
proofreading. | therefore owe a debt of gratitude for her strong support.

| would like to express sincere thanks to Dr Xinming He, for his valua-
ble feedback on my PhD book, his willingness to share his resources with
me, and the strong endorsement he gave to me.

| thank all the managers who participated in the face-to-face inter-
view, telephone interview, and my questionnaire survey. In addition, |
would like to thank Professor Weiping Yu at Sichuan University for her kind
help with my PhD application and data collection. Moreover, special
thanks should also go to Professor Yi Wang at Southwest University of Fi-
nance and Economics and Professor Dayou Xu at Guizhou Institute of Fi-
nance and Economics for helping my questionnaire to be pre-tested.

< Il -



ACKNOWLEDGEMENTS

| would never forget the help | received from Professor Damien P
McLoughlin and Professor Frank Bradley at UCD. They encouraged me to
dedicate myself to my research at the beginning of my PhD study. In addi-
tion, they offered me an opportunity to improve my teaching skills. Moreo-
ver, they kindly recommended me to find my future research position. It is
a great honour for me to know them.

| would like to express my appreciation to Professor Nick Ellis, the di-
rector of the marketing group at Durham University, for providing me with
an office to study. | also want to thank Professor Nick Ellis and Ms Jonquil
Hinson for helping me to improve my teaching skills.

| am grateful to the doctoral offices at UCD and Durham University for
the financial support and the wonderful facilities for my research. Particu-
larly, | would like to thank Jane O’Mara at UCD for her professional serv-
ice and great care during my study there. Special thanks should also go to
Danielle Bade, Jane Dove, Yvonne Ford, Jillian McGuren, and Annie
Robinson at Durham University for their great support for my PhD study
here. In addition, | would like to thank Steve for his care, and the security
staff at Ebsworth Building for their warm services.

Many thanks go to my good friends Sen Xu, Min Ye, and Xia Han for
having taken time out of their busy lives to help me with the translation
and back-translation of my questionnaire, | wish to thank Sen Xu, Min Ye,
Xia Han, Ruifang Wang. Ning Cao, Wei Xia, Frank Tan, Chuang Bi,
Sheng Yang, Jeep. and Karena Yan for their friendship. Without these
wonderful friends to drag me out of my office from time to time, | would be
more of an isolate. Mostly, | thank them for the wealth of happy memories
that they gave me, with the hope of lifetime friendship.

As always, my deepest debt is owed to my family. | appreciate my
parents for their weekly reiterating the everlasting concern of my safety
and health, | am especially grateful for their endless love behind the
scenes. | always feel glad and encouraged to hear Ping Tan, my younger
sister, ask “when are you coming back”, whenever | have been exhaus-
ted. In addition, | am very happy to have my parents-in-law, sister-in-

law, brother-in-law, my aunts and uncles, and all their children like me,

< -



A Chain of Association: How Foreign Exit Decisions Happen

support me, and be proud of me. Finally, to my husband Di Wu, who came

into my life so unexpectedly, and changed it forever, | would like to have
him always be my blessing.



LIST OF FIGURES AND TABLES

LIST OF FIGURES AND TABLES

List Title Page
Figure 1.1 Structure of the Book 11
Figure 2.1 Number of Publications in Each Discipline 14
Figure 3.1 Relationship between Environment and Marketing Strategies 38

. Relationship between Strategies and International Perform-
Figure 3.2 39
ance
Table 3.1 Summary of the Research Hypotheses in the ESPS Model 58
Table 4,1 Measurement and Scaling Constructs 64
Table 4.2 Characteristics of Pilot-Testing the Questionnaire 78
Proportionate Stratified Sampling of Chinese Outward FDI
Table 4.3 & 82
irms

Profile of the Respondent Chinese Outward FDI Firms in the
Table 4.4 85
Sample

Tests for Differences in Means between Early and Late Re-
Table 4.5 ) 89
spondent Firms

The Assessment of Inter-Rater Agreement between the Two

Table 4,6 92
Respondents
Table 5.1 Descriptive Statistics of Missing Data 97
Table 5.2  Descriptive Statistics for Univariate Normality Test 101
Figure 5.1 Tests for Homoscedasticity 104
Table 5.3 Levene’s Test for the Equality of the Variance 105
Table 5.4 Durbin-Watson Test for Independent Errors 106
Table 5.5 Statistical Tests for Multi-Collinearity 107

Confirmatory Factor Analysis and Construct Reliability: Con-
Table 5.6 110
struct Group 1

VI -



A Chain of Association: How Foreign Exit Decisions Happen

Continued

List Title Page

Fr——_— Confirmatory Factor Analysis and Construct Reliability: Con- -
struct Group 2

Fibla 5 Y Confirmatory Factor Analysis and Construct Reliability: Con- ¥
struct Group 3

Table 5.9  Correlation Matrix for Constructs in the ES Model 121

Table 5.10  Correlation Matrix for Constructs in the SPS Model 122

Table 5.11  Results of Hypotheses Tests for the ES Model 124

Table 5.12  Results of Hypotheses Tests for the SPS Model 129
Moderating Effect of Marketing Capabilities on the Relation-

Figure 5.2 ship between Co-alignment among Marketing-Mix Adaptation 134
and International Performance (H9)
Moderating Effect of Marketing Capabilities on the Relation-

Figure 5.3 ship between Co-alignment among Marketing-Mix Adaptation 134
and Competitive Advantage (H10)
Moderating Effect of Marketing Capabilities on the Relation-

Figure 5.4 ship between International Performance and Exit from the 135
Foreign Marketing (H15)
Moderating Effect of Marketing Capabilities on the Relation-

Figure 5.5 ship between Strategic Fit and Exit from the Foreign Market- 135

ing (H16)




CONTENTS

LIST OF FICGURES AND TABLES sssswssessssnsesssssonsasosssssnesissnisa Y[

CHAPTER 1: INTRODUCTION - certereesierumemienisinnsnieeseesaesseenne |
1.1 SCOPE OF THE RESEARQGH esvsasessssnsanaoasepsinssvessasuos ssowsiassens. ]
1.2 RESEARCH OBIECTIVES _uwsesssmnesssudsnswisassidoussamnsssnnsnsomssssnine 3
1.3 CONTRIBUTION OF THE STUDY évssisississsvivasivicssissssssainssasasi 5
14 STRUCTURE OF THE BOOIK w23 swenes seswes sssnes savass sasvesusuesssesssvan 1)

CHAPTER 2. LITERATURE REVIEW  «eecetueenmenrcssiasessnaneens 12
2.1 DATA SOURCE OF THE LITERATURE REVIEW =e+eseseerssnscccnaes ]2

2.2 GENERAL STATUS QUO/TRENDS IN RESEARCH ON EXIT BEHAV-
IOUR P P P PP PP PP PR TP PRI e

2.3 DISCIPLINE-SPECIFIC RESEARCH ON EXIT BEHAVIOUR  «+reeeeee 16

2.4 RESEARCH ON INTERNATIONAL EXIT AND FDI FIRMS™ EXIT ==+ 23

2.5 CONCLUSION srrsrreressnssessncssnunssnsnsssassssssnssrsnsssesssessssnsssssses 2/

26 SUMMARY  seevrersnrttnttnrtasstsnssssssassesssressssssssssssssssssssnsssssses 25

CHAPTER 3: MODEL DEVELOPMENT AND RESEARCH HY-
3.1 FOCUSES OF CURRENT RESEARGCH stsesvsessessssccessccssrasascasenss 26

3.2 THEORETICAL BASES FOR THE CONCEPTUAL FRAMEWORK -+ 27
3.2.1 The ESP Paradigm ss+eeseeeensssncessmemiinine e, 27



A Chain of Association: How Foreign Exit Decisions Happen

3.2.2 Fit Theory ««+esseessreseseresssareuiinesuuinineneinsmeannisesieenne 33
3.2.3 Dynamic Capabilities Theory and the Theory of Competitive
Advantage seeeseeeessessnenii e s seseeaes 34

3.3 CONCEPTUAL ERAMEWORK, ssssessss sasiorsssvssessonsssssnssssavseossors 35
3.4 RESEARCH HYPOTHESES  ssessessesssossansveponsvsnivsvrneersonsssssosss 30
3.4.1 Environmental Factors and International Marketing-mix Strate-
3.4.2 International Marketing Strategies and International Perform-

I L e e L S 1

4.1 GENERAL RESEARCH DESIGN STRATEGY  sreesereresesusansnnaacans 60
4.2 RESEARCH METHODS FOR DATA COLLECTION teeseerssrenceanaeane ]
4.3 DEVELOPMENT OF THE QUESTIONNAIRE <+« eeeseeecensnveacnencenaeens 3
4.3.1 Specifying the Information Needed ssrereecersecerivecsisnnninans 63
4,3.2 Determining the Content of Individual Questions sseeresseees 71
4.3.3 Overcoming the Respondent’s Inability and Unwillingness to
e A EIEE T - SRR Y . SO PRI T T, .

4.3.4 Choosing the Question Structure sssssserrerseersnaiesannies 73
4.3.5 Choosing the Question Wording s+ esssresssnsenseunesmennnans 73
4.3.6 Arranging the Questions in Proper Order sreeereressnnnn 74
4.3.7 Identifying the Form and Layout «sssesesesessnessiennncsinenns 74
4.4 REVIEWING THE QUESTIONNAIRE «sssesssenes ssrsas ssnnas snanesssessssss 76
4.5 ELIMINATING PROBLEMS BY PILOT-TESTING «r+eeecrrreeneceencnanes 76
4.6 REVISING THE QUESTIONNAIRE AND IMPLEMENTING THE MAIN
4.7 ADMINISTRATION OF THE SURVEY  +eeeeererssesrasnsaresrnsnsasessasns 70
4.7.1 Defining the Population «sseesssesssesseremiesssnsiisinsmnesiinnnens 80
4.7.2 Selecting the Sampling Frame sssessesssecunisnsninieniiiin 8]

e 1 -



CONTENTS

4.7.3 Choosing a Sampling Method «+++etesesssersreranesniienineniiinnens 8]
4.7.4 Specifying the Sample Size =+t sessunemnunmiiiiiiiiinn. 82
4.7.5 Collecting the Data +esssessssersrsssusresmsunennnismanesnine 83

4.8 PROFILE OF THE SAMPLE sessssnciisssninsossssransvnisssssvanivasaasasen i

4.9 NON-RESPONSE BIAS «rsesssrasesnsssaviassvasssinsossivos dosnssssionavsss B8

4.10 COMMON METHOD BIAS  ceevreeersrsnseesasenseesensnnsessesnnssensases 9()

4.11 ENDOGENEITY ssessssswssanswinsnsnaaansoissnsassvnsniossiuiosssussonssnssnes G

2. 10 SUBBAARY e ssssriislo sussssins vivmasimspiamsanissammmasionennssssasesss. 'G5

CHAPTER 5. DATA ANALYSIS AND RESULTS «eeeeeenennnnnnes 96
5.1 EXAMINING THE DATA cereeescessaasstssssccrrsassssssasssssssssssssssoasens 96
5.1.1 Missing Data ss+esesesseserensaniinaneminnimimnnaen 97
5.1.2 ()ulliers SEesssessarsesesesara et ars st st asseansarananansasararansnsasnses (0
5.1.3 Testing the Assumptions of Multivariate Analysis +erereeee 100
5.2 CONFIRMATORY FACTOR ANALYSIS sereererecsrsmeainsnncannnnannas 108
53 CONTROL VARIABLES seressessesrata st atsatanaesssarsrsenennsassnncnnes | |4
5.3.1 Control Variables in the ES Model «sssreeeerrersereerinscnnnes 114
5.3.2 Control Variables in the SPS Model +ssssereeererecserancnennas 117
5.4 VALIDITY AND RELIABILITY ASSESSMENT «:seeeerevessreveeceneaaee 118
5.5 STRUCTURAL EQUATION MODELLING: HYPOTHESES TESTING
« 123
5.5.1 Assessment of the ES Model ssssssesssiasasssessasssssensonssee 123
5.5.2 Assessment Of lhe SPS Model R T R P PR PP P PR TTIN 724)

56 SUMMARY seesesssesessencsnnsarssnnssssnssssssssessssssssscssasssrsssssssnass |30

CHAPTER 6: DISCUSSION -t eveeesnuereraenessesssanesesssecssssenssnvenes 137
6.1 THE ES (ENVIRONMENT-STRATEGY) MODEL  «s+seseseseeceeeeneas 138
6.1.1 Government Assistance and International Marketing Adaptation

- 138



A Chain of Association: How Foreign Exit Decisions Happen

6.1.2 Environmental Difference and International Marketing Adapta-
FIGR, eesweaeeisssame s s iassssnse SR s s s ervsan s mess s vassss 130
6.1.3 Competitive Intensity and International Marketing Adaptation
6.1.4 Centralisation and International Marketing Adaptation -+ 141
6.1.5 Degree of Internationalisation and International Marketing Ad-
APLALION  +esvesssssntsnsnsunnasseesnenssinessnessnessnsnsanssnennens |42
6.2 THE SPS (STRATEGY-PERFORMANCE-STRATEGY) MODEL -+ 143
6.2.1 Strategic Co-alignment among the International Marketing-mix
Adaptation and International Performance — sreceeeeeeravenns 143
6.2.2 Strategic Co-alignment among International Marketing-mix Ad-
aptation and Competitive Advantage sereseseseresereneniniane 145
6.2.3 International Marketing Capabilities and Competitive Advan-
LAgE +erverereenessiei e ten e s e e re s s s sesaenaesaee |45
6.2.4 Strategic Co-alignment among the International Marketing-mix
Adaptation, International Marketing Capabilities, and Interna-
tional Performanoe sswessssvossansansmssssseveanssvgsssrimagiesss 145
6.2.5 Strategic Co-alignment among the International Marketing-mix
Adaptation, International Marketing Capabilities, and Competitive
Advantage seseresessresinsieiiiiniines s 147
6.2.6 Competitive Advantage and International Performance -+ 148
6.2.7 Strategic Fit and International Performance «++ssssseeseeenene 149
6.2.8 International Performance and Exit from the Foreign Market
- 149
6.2.9 Strategic Fit and Exit from the Foreign Market sss+eseerees 150
6.2.10 International Performance, International Marketing Capabili-
ties, and Exit from the Foreign Market secesreeecerseccnnes 5]
6.2.11 Strategic Fit, International Marketing Capabilities, and Exit
from the Foreign Market seeeeesessrenmemssiinioniininee 152
6.3 THE ESPS (ENVIRONMENT-STRATEGY-PERFORMANCE-STRATEGY)

V.



CONTENTS

MODEL AS A WHOLE srsesreeersncennsrcarcssscsstssasassasscnsacncsssncses |53

CHAPTER 7: CONCLUSION eeeerreummmmumimmimensenemssessnesnens 156
7.1 RESEARCH IMPLICATIONS v++ sos sss sisvsiissniosisaisiossessssisosisssosos 156
7.1.1 Theoretical Implications sssessssssessssaremeeisiisiiineinnae 156

7.1.2 Managerial Implications — sesessssssesemsunnnnsieiniiiiien. 16]

7.2 RESEARCH LIMITATIONS AND DIRECTIONS FOR FUTURE RESEARCH

+ 165

APPENDICES et cscuscvaccensscassvoesesseassssonsss saasesssasss saasisssasassse 229



CHAPTER 1. INTRODUCTION

CHAPTER 1: INTRODUCTION

his chapter begins by discussing the scope of this research study. The
l research objectives are then enumerated, and the contribution of the
study is outlined. Finally, the structure of the book is summarised and a fig-

ure (Figure 1.1) with an overview of each stage of the study is presented.
1.1 SCOPE OF THE RESEARCH

International trade is an open and dynamic business cycle, as every year
numerous firms initiate their business in foreign markets and a large propor-
tion of firms exit their foreign markets, with new firms stepping in. Firms’
entry, expansion and exit are the three basic activities in the cycle (Campbell,
1998). Clearly, these behaviours are not independent from each other because
firms” entry, dynamic development, and exit activities are in a long-run equi-
librium ( Hopenhayn, 1992; Mellahi and Wilkinson, 2004). Therefore,
firms’ exit rate is usually positively related to entry rate within an industry
(Alvarez and Lopez, 2008). In this study, exit refers to an FDI (Foreign Di-
rect Investment) firm’s long-run voluntary decision to partially or fully liqui-
date or sell an active operation in a foreign market (Boddewyn, 1979b;
Mankiw, 2011).

At the micro level, accompanying the rapid economic globalisation during
the past half century, the increasingly furious worldwide competition fre-
quently pushes many FDI firms to the verge of exiting from the foreign mar-
ket. This implies that exit decisions have never become as important as now
(McDermott, 2010). However, despite the paramount role of such decisions,
most managers have no idea how to handle these efficiently and confidently
regardless of their previous exit experience (Burgelman, 1996; Sachdev,

1976). Nor do most managers conduct detailed analyses before and after these
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decisions are made (Boddewyn, 1983). This may be partly explained by the
fact that present research on international exit behaviour is scant (Benito,
2005; Berry, 2010a; Dixit and Chintagunta, 2007; McDermott, 2010;
Swoboda, Olejnik and Morschett, 2011) and. therefore, unable to provide
insightful instructions for firms’ operations. As such, research on what, and
how, different factors may influence an exit decision would greatly benefit
FDI firms in their activities.

In the literature, severe asymmetry exists in the research on entry, ex-
pansion, and exit behaviour. Specifically, there is a plethora of research on
firms’ entry and expansion behaviour ( Griffith, Cavusgil and Xu, 2008),
whereas there is a general lack of research (whether conceptual or empirical)
on the exit behaviour of FDI firms (Fetscherin, Voss and Gugler, 2010).
This is mainly because many firms have a ‘closed” attitude towards sharing
their exit experience with researchers and tend to perceive exit as a failure
(Burt, Dawson and Sparks, 2008; Sachdev, 1976). Choosing the most costly
entry mode (i.e. FDI) indicates that the investment is long-term oriented and
that the majority of the firms following this approach intend to stay in the
foreign market. In this regard, FDI firms”’ exit behaviour does indicate unsuc-
cessful components when compared to their initial intentions, even though the
exit might be a proactive reallocation of those firms” resources. Although re-
search on entry and expansion behaviour may help managers to understand
the important factors for success, research on the exit behaviour informs
managers about factors that inhibit success. Learning from unsuccessful strat-
egies may be more valuable than learning from success (Madsen and Desai,
2010), as managers can become more aware of success inhibitors based on
painful lessons, which may increase the probability of subsequent success
(Dillon, 2011; Madsen and Desai, 2010; Shaver, Mitchell and Yeung. 1997).
Therefore, firms’ exit behaviour should be as important, if not more so, as

their entry and expansion behaviour.

1.2 RESEARCH OBJECTIVES

Based on a detailed literature review of the previous studies (see Appendix

02-



