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Chapter 12

Global opportunities for entrepreneurs
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Objectives

To examine the scope and breadth of global entrepreneurship
around the Asia-Pacific region

To examine how entrepreneurs can actually start going global
To understand the motivations for going global
To explore the entrepreneurial benefits of import/export

To discuss the advantages and disadvantages of other
modalities of going global, such as joint ventures, direct foreign
Investment, royalties and greenfield investments
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Asia-P a c |
entrepreneurial century

* This chapter has two primary objectives.

e Look at the fascinatingly diverse map of
Asia-Pacific countries in terms of their
entrepreneurial activity.

 Describe the actual mechanics of how
entrepreneurs can and do go overseas
with their products and services.
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Asia-P a c |
entrepreneurial century

el sn’t every ngWwobaht ur
sense that every business can reach global
customers?

* Why not use the cheapest production facility
even If there are some questions concerning
its labour policies?

« Should the firm use overseas water or land
owned by monopolies or oligopolies?

 How do we fairly pay a worker so as not to
distort the competitive economy?
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Asia-P a c |
entrepreneurial century

* You are in a great position to leverage your
skills and capitalise on Asian cultures

* There has never been a better time for you
to take advantage of opportunities in the
Asia-Pacific region.

* You are opportunity-minded and open-
minded, able to see different points of view
and weld them into a unified focus.

NASA Earth Observatory, licensed
under CC Attribution 2.0,
creativecommons.org/licenses/by/2
.0/ cropped from original
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Australia

 Australia is second to the USA in entrepreneurial activity
among the innovation economies

e Low rate of necessity entrepreneurship

* More than a third fear failure that they will never start a
business

 Relatively low international orientation
* Very easy to do business, but corporate tax rate is 47%

 Australian entrepreneurs also face numerous compliance
hurdles
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New Zealand

* Wealth creation was not as important as
Independence. More lifestylers.

 New Zealand shares top two position in the
world in terms of ease of doing business.

 Indigenous Polynesian population, the New
Zeal and Maori, every Dbit as entr
European New Zealanders.

elti s the world’s number one count
getting credit and protecting investors.
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Hong Kong

* Low level of entrepreneurship: 3.6%

* Necessity entrepreneurship rate is high.

* Only 7.3% intend to start a business.

* Only 25% think they have required skills and knowledge to start a business.
» Rate of female entrepreneurship low.

 Very internationally oriented.

e One of the easiest economies to do business.

«C h 1 npaliciss have a chilling effect on Hong Kong,.
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Indonesia

cAsi a’s highest TEA (25%).
* High level of necessity-driven activity.

* 90% of all firms are micro-enterprises.
Veryhighin® ent r e grierglly’ e uarn d
« Hard slog due to compliance costs.

» Tax rate is relatively low at 31%.

« Men and women are equally likely to be entrepreneurs.
 Biggest enabler is the dynamic internal market.

e n tare eighly wloesl’'u.r s
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Malaysia

cAtonly 6.6% TEA/Asi a’ s second | owest rate of
* Low In believing they have the skills and knowledge to be an entrepreneur.
elowestr at e of ‘status for entrepreneur
 Low Iinternational horizons compared to Indonesia.

 Fear of failure rate has fallen to 33%.

 Malaysiaisworld-c | ass 1| n ease of doing busi
e Strong Initiative in promoting entrepreneurship.
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Philippines

* Highly entrepreneurial country; one-fifth of all Filipinos are entrepreneurs.
e Considered a desirable career choice. Large proportion of females.

» 70% have the entrepreneurial capabilities needed to start a business.

» Highest necessity rate: 45%. Reason: poverty.

o Lack financial support and working capital.

e Challenges when it comes to compliance and regulations.
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Thailand

* TEA rate iIs among the highest in Asia at 19.8%.

« High perception of opportunities, up there with USA and Philippines.
« Half are so fearful of failure that they would never start a business.

e Yet three-quarters see it as a desirable career choice.

e Constrained by the lack of financial support, government policies, education
and training, and the general innovation and creativity.

» Easy to do business in Thailand.
e Hard-working Confucian values mixed with Buddhist tolerance of failures.
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China

e Entrepreneurship increasing. TEA rate now 16%. Largely necessity-driven.

« Many Chinese entrepreneurs face barriers. The major problem for
entrepreneurs in China is the compliance costs.

e Cultural support, R&D transfer and internal market dynamics are well
regarded, but professional infrastructure is lower than neighbours.

* Chinese seem pretty fearless: only 30% say that fear of failure would
prevent them from setting up a business.

» Also astounding is that 73% say successful entrepreneurs receive high
status.
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India

 Very entrepreneur-friendly. TEA is 10.7%, only mid-rank in Asia, and
necessity entrepreneurship is high.

e Indian entrepreneurs have low horizons.

* Yet highest in perceiving opportunities and in top three for skills to do so.

e Being an entrepreneur in India carries a high status.

* Males are three-quarters of the total of entrepreneurs.

* Where India falls down is in the extraordinary compliance and bureaucracy.

e Major enablers: internal market and access to infrastructure such as
communication, utilities, transportation and land.
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Japan

cAsi a’s basket case. At 3.8%%,dapanbasthed i n g |
lowest rate of entrepreneurial activity.

e Cultural support for entrepreneurship is concern. Only 8.9% of Japanese
(lowest in the world) see good opportunities, while only 13.4% believe they
have the required skills and knowledge.

» 42% say that fear of failure would prevent them from setting up a business.
* Only 2.5% (world lowest) of Japanese adults intend to start a business.

» 28% say starting a business is a desirable career choice.

* While getting electricity, enforcing contracts and resolving insolvencies are

rel ati vely painless, the taxbl3%ate 1 s

Entrepreneurship
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Korea

 TEA ate is 7.5%; Typical entrepreneur is male, 35-44 years of age, with a
high level of education.

* Lower perceived capabilities; necessity-driven entrepreneurship is higher.

« Good physical infrastructure and internal market dynamics, but professional
and commercial sectors are weak.

» 36% say that fear of failure would prevent them from setting up a business.
* Only 28.8% say it is a desirable career choice.
* On the reverse side, Korea is a great place to do business.

» The biggest constraints are education and training, commercial and service
Infrastructures, and financial support.

Entrepreneurship
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Singapore

e Strategic location, top-notch infrastructure and political stability.

o Lots of support, including office space, training, mentoring and incubation
programs, along with tax and funding incentives.

 TEAIs 7.4%, mid-range for innovation economies.

 Curious rate of established business ownership is the lowest in Asia — due
to huge corporations and lack of small business?

e Singaporeans have low faith in their perceived entrepreneurial capabilities.
e Singapore is second-worst behind Japan in status of being an entrepreneur.
e Mixed bag, especially since it is ranked for ease of doing business.
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Talwan

* 8% TEA, on par with other innovation-driven countries.

e International orientation, necessity rate and proportion of female
entrepreneurs also are similar to innovation countries.

* 25% indicate an intention to start a business within the next three years.

e Taiwan has a relatively high rate of fear of failure (on a par with Japan and
Malaysia), yet entrepreneurship is considered a desirable career choice.

 Biggest enablers are positive cultural and social norms, good access to
physical infrastructure and strong support of female entrepreneurship.

» Constraints are inadequate education and training at primary levels, and
Inadequate commercial and services infrastructure.

Entrepreneurship
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Vietnam

 TEA Is 15.4%; rate of established business ownership third highest in Asia.
* 63% believe that being an entrepreneur is a desired career.

* More likely to be male. They often come from a higher incomes, have a
university degree, supported by family, largely in consumer service sector.

 Culturally, there is a positive perception of entrepreneurs, and the role of
women is increasingly valued by society.

« 57% fear of failure; that is the highest rate in Asia.
 Vietnam is definitely in the low-to-moderate rank in ease of doing business.
 SME support policies are neither comprehensive nor effective.

o ¢ CENGAGE
% learning’

Entrepreneurship

Copyright © 2016 Cengage Learning Australia Pty Limited



Asia-P a c
entrepreneurial century

Global Entrepreneurship Monitor data from 2G{131,
http://www.gemconsortium.orgKnoemaData Visualization,
http://knoema.com/GEM2014/globagéntrepreneurshipmonitor-

2014. Note: Yearly data collection is uneven. Only Japan and US data
are from all eleven years. New Zealand participated only 2093
Philippines only 2006 and 2013. Indonesia only 2006. Hong Kong only
200304, 2007, 2009. The only countries that did not participate in
2013 were New Zealand, Hong Kong and Australia.
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Entrepreneurship

Styles of going global

e Incrementalist

— Sequential process: no
offshore activity, then
employing intermediaries and
finally setting up subsidiaries
or agents.

*‘Born global’
— Exporters from the get-go.
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What are your drivers
for going global?

 Profit maximisation e Repositioning the business
—Driven by a need to maximise profits? —Global market entry may help
—Shareholders expecting quick returns? an entrepreneurial firm reposition a

business by developing new product lines
and new capabilities.

 Domestic impact

—Aggressive firms may go overseas in
order to acquire new knowledge, skills or
technologies for their domestic operations.

 Market share

—Want to establish a strong position in an
undeveloped market?

—Willing to charge less initially (penetration
pricing) in order to get buyers?

e Maximising cash-flow

—Firms strapped for cash may go abroad to
bring in more revenue.

Entrepreneurship
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Going global — importing
and global sourcing

» Today, importing is called global sourcing.

» Top Australian import opportunities are :
—Computing and electronics: Major retailers have

global sourcing Today importing is

called global sourcing. A cross-border been gouging this market, so Why not yOU?
search for suitable suppliers that meet _ o
specific quality, time and price —Appllances: Opportunltles to secure
requirements. . . .
: | — distributorship agreements.
near-shoring Moving jobsto a _ _ _
nearby foreign country. —Clothlng: Custom deS|gn anythlng, 100% cotton
men’s Dbusiness shirts, en

shirts and work wear.

| Bl
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Going global — exporting

 Free trade agreements open up all sorts of markets
to entrepreneurs with the right products.

* Every globally active entrepreneurial seller is an
exporter of some kind.

exporting Participating actively in * Obviously every country has its export advantages.

the intermational arena as a seller

rather than a buyer. e Indirect exporting is especially good for the novice
indirect exporting Selling goods to
foreliti hirers thiriuih dhind parties exporter who lacks country knowledge.

such as export agents, export
merchants or buying houses.
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Going global — other ways

o Strategic alliances e EXport consortium

« EXport management company  Joint venture

 Setting up a local office * Direct foreign investment
e Contract manufacturing * Royalties and licensing

« Co-production or joint production e Franchising

 Retail outlet * Mergers and acquisitions
» Co-marketing » Greenfield investment
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strategic alliance Any formal
relationship, short of a merger or
acquisition, between two companies,
formed for the purpose of gaining
synergies.

trading house Trading houses are
commercial intermediaries specialised
in the long-term development of trade
in goods and services supplied by other
parties.

contract manufacturing
A contractee/manufacturer assembles
the product under a contract

arrangement.

Entrepreneurship

export management company

A firm that serves as an export
department for a manufacturer by
soliciting business and exporting the
product(s) for the client in return for a
commission, salary or retainer plus
commission.

foreign distributors The foreign
distributor takes title to the goods in
the home country of the distributor and
has to resell them down the
distribution chain.

co-production A relationship in
which companies agree to manufacture
each other’s products.

Going global —

other ways

foreign agent In an ‘agency
agreement’' the producer retains title
until the goods are delivered to the
buver or even to the consumer. The
agent merely ‘represents’ the producer
but never takes ownership of the
goods.
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co-marketing Also known as co-
promotion, this means two or more

companies cooperating to market or
promote each other’s products.

jointvenwre An orgamsation owned
by more than one company - a popular
approach to doing business overseas.

licensing A business arrangement in
which the manufacturer of a product
(or a firm with proprietary rights over
technology or trademarks) grants
permission to a group or an individual
to manufacture that product in return
for specified royalties or other
payments.

mergers and acquisitions
A market entry strategy with two
varieties. A merger occurs when two

export consortium A joint bid by
several small firms on a foreign project.

direct roreign investment

A domestically controlled foreign
production facility involving ownership
of 10-25 per cent of the voting shares
in a foreign enterprise.

franchising A form of licensing that
involves selling the rights 10 a
complete package of trademarks,
processes, technologies, designs and
copyrights, as they are all involved in
the operation of a specific business.

greentield investment A market
entry strategy of building everything
from the ground up.

Going global —
other ways

royalty Sum of money paid for the
use of a licence, or for use of works
covered by copyright, patent, registered
design or trademark.

retail outlets A retailer buys goods
or products in large quantities from
manufacturers or importers, either
directly or through a wholesaler, and
then sells individual items or small
quantities to the general public or end
user customers, usually in a shop.
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How to become a
global entrepreneur

e Conduct research

—Investigate foreign markets for
aspects like macro-level
attractiveness, basic fit and
political/legal environment

—Use the research outline in your book

* Prepare a comprehensive
feasibility study
— See figure

e Secure adequate financing

—Ensure affordability of the
commitment

Entrepreneurship

Fam decdes to iveshgate
foreign maorkets

L

Feasibility Study
[Organization Name]

Prebminary analysss of coe “_ﬂ' Further expicitation
[Project Name] foresgn markst ot domeshc markets
— 4

Secondary dats szarch and analyss _M =

I awalsh licensed under
CC Attribution 2.0,
creativecommons.org/lic

enses/by/2.0/ g No g

Roger D. Blackwell & Kristina Consid

{GSLKI ys WDN\EQ}\){,EOnm ED i
small business through global
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Forum Winter 1990, 55.

Copyright 21990 by Roger D.

Blackwell. Used by permission.
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Global social entrepreneurs

 Solutions being exported,
licensed, franchised and sold
around the world.

—Ageing population, unemployment,
mental illness, cutting carbon
emissions

e Social innovators are

Importing and exporting

solutions

—fair trade, distance learning,
hospices, urban farming, waste
reduction, zero-carbon housing

Entrepreneurship €

importing social

entrepreneur This refers to the
originator of social innovation who has
implemented it already in other locales.
The ‘importing’ social entrepreneur will
be a leader in the adaptation of the
innovation into a new context. She or
he can show an unmet gap in the
communities she or he serves and has
the capacity to carry out the
implementation and adaptation. (See

exporting social entrepreneur

This refers to the originator of social
innovation who has implemented it
already in other locales. The ‘exporting’
social entrepreneur can demonstrate
that the innovation has generated
improvements in social wellbeing in
other locales and that the innovation
fills an important gap (or

entrepreneurial Eain] in other

~% CENGAGE
& lLearning

Copyright © 2016 Cergage Learning Australia Pty Limited



Key concepts

(Close your books.)

 What are the levels of
entrepreneurial activity in your

country?

* What are the various ways to
participate in global
entrepreneurship?
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