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3.5 Conceptual Model Testing in SEM  

Study 3 follows the suggestion to take a two-step approach for structural equation 

modelling for theory testing. Prior to simultaneously testing all of the submodels in the 

full SEM model, two steps were taken in Study 3: first, a one-factor congeneric analysis 

was conducted to test the validity of items in each construct. Second, a single 

relationship test was conducted between each construct and the dependent variable of 

perceived entrepreneurship in SEM. 

 

3.5.1 Analysis Procedure 

Before testing the full structural equation model, Study 3 takes Anderson and Gerbing’s 

(1988) general guidelines for SEM reporting to conduct the analysis in two steps. In the 

first step, in order to derive the best indicators of latent variables prior to testing a 

structural model, a congeneric analysis was conducted to test the validity of elements 

for measuring the constructs in Study 3. In the second step, a single relationship test was 

conducted between each construct and the dependent variable – perceived 

entrepreneurship of the firm – in a structural equation model. In section 3.5.4, Study 3 

conducts a complicated full model. Three one-factor congeneric models were tested 

before the hypothesised relationships between the predictor variables opportunity, risk 

assessment and learning about the new market and the dependent variable – perceived 

entrepreneurship of the firm – were further tested in a full measurement model (Figure 

20).  
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3.5.2 Construct Testing 

According to Schreiber et al. (2006), construct testing should involve the following 

components:  

1) Scale reliability. Study 3 uses Cronbach’s α to demonstrate inter-item scale reliability. 

According to Fornell and Larcker (1981), the recommended cutoff point for Cronbach’s 

α value is 0.70. A Cronbach’s α value larger than 0.7 indicates acceptable levels of 

reliability for the constructs.  

2) Construct validity. For testing whether measures used for the constructs represent the 

phenomenon that they are intended to represent, MacKenzie et al. (2011) suggest that 

latent constructs be assessed with AVE and CR for the construct validity. Study 3 uses 

the computing formulas given by Fornell and Larcker (1981) to calculate the value of 

AVE and CR. Fornell and Larcker (1981) suggests that it is desirable a construct to 

exhibit an AVE greater than 0.5 and a CR greater than 0.6.  

3) Model convergent and discriminant validity. Study 3 uses factor loadings to assess 

model convergent and discriminant validity. Fornell and Larcker (1981) suggest that 

factor loadings larger than 0.5 indicate that the path coefficients from latent constructs 

to the corresponding indicators are statistically significant (p <. 05).  

4) Fit of the proposed model to data. Study 3 uses the ratio of chi-square to degrees of 

freedom as a general guide to assess the fit of the proposed model to the data. Schreiber, 

Nora, Stage, Barlow and King (2006) argue that a ratio of chi-square to degrees of 

freedom smaller than 3 indicates an acceptable fit of the proposed model. 
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3.5.2.1 Opportunity 

At the first step of the analyses, Study 3 conducts a one-factor congeneric analysis to 

test the items in the construct of ASO marketers’ entrepreneurial capability of 

identifying opportunity. There are nine items to measure the conceptual construct of 

entrepreneurial capability of identifying opportunity. Table 14 provides a summary of 

the reliability and validity assessment for identifying opportunity in the congeneric 

measure model.  The model had a Cronbach’s α value of 0.76, indicating that the items 

were loaded together well and achieved good reliability. The model’s average variance 

extracted (AVE) value of 0.3 is lower than the recommended value of 0.5 (Fornell and 

Larcker, 1981). However, the composite reliability (CR) value of 0.77 indicates 

adequate convergent validity.  

 

Figure 13: Congeneric Model for Opportunity 

 

Two informal information items achieved a relatively high factor loading: 0.58 with 

informal discussion and 0.82 with diversity of information.  The factor loading for four 

items is lower than the recommended value of 0.5 (Fornell and Larcker, 1981):  intuitive 
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judgment at 0.24, new market orientation at 0.33, second view for feasibility at 0.21 and 

timing at 0.38. These items were previously considered to be important measurements 

of entrepreneurial capability of identifying opportunity. These items have been 

empirically tested in previous research studies (Hansen et al., 2011). Theoretical 

evidence and further tests are required to determine whether or not this factor should be 

removed from the model. Previous empirical test confirmed that these items can have 

any pattern of inter-correlation, and should possess the same directional relationship 

(Hansen et al., 2011). Nunnally and Bernstein (1994) suggested that the number of 

items per factor should also be considered, as criteria for item deletion. Due to the lack 

of empirical test of the effect of information on the entrepreneurial marketers’ perceived 

entrepreneurial capabilities, there are only nine items identified for this factor.  There is 

no improvement of the model if these four items been deleted, as degrees of freedom 

dropped from 20 to 13. Therefore, no items were deleted. It is in line with the best 

practices in factor analysis, as suggested by Worthington & Whittaker (2006).  

 

The model-fit indices indicate the proposed model may not be a good fit with the data, 

strictly on statistical grounds, as a GFI of 0.83 and CFI of 0.70 are both below the 

recommended value of 0.95 (Schreiber et al., 2006). It is important to note that there are 

no rigid guidelines for an acceptable model fit (Tripodi, 2009). While the GFI and CFI 

indices are lower than the recommended value of 0.95 (GFI = 0.84, CFI = 0.70), the 

ratio of χ2 to degrees of freedom was 2.89, which indicates an acceptable fit for the 

proposed model (Schreiber et al., 2006).  

 

3.5.2.2 Risk Assessment 
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A similar method was applied to test the congeneric model for risk assessment. There 

are eight items to measure the congeneric model for risk assessment (Figure 14). Table 

16 provides a summary of the reliability and validity assessment of entrepreneurial 

capability of risk assessment in the congeneric measure model.  The Cronbach’s α value 

of 0.70 indicates the items achieved good inter-item reliability. The AVE value of 0.2 

indicates an acceptable convergent validity. The CR value of 0.61 indicates good 

construct reliability.  

 

 

 

Figure 14: Congeneric Model for Risk Assessment 
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Informal information items achieved a relatively high factor loading: 0.58 with informal 

information for risk assessment, 0.72 with nonprofessional information for risk 

management, 0.43 with calculated risk taking, 0.64 with trusted sources of information, 

0.49 with personal information and 0.48 with informal decision-making. The model-fit 

indices included a chi-square of 46, degrees of freedom of 20, a probability level of .010, 

RMR of 0.06, GFI of 0.89, CFI of 0.59 and RMSEA of 0.14. The factor loading for two 

items adopted from Morris et al.’s (2002) scale is low: formal risk management with -

0.20 and daily control with 0.38. It is not necessary to remove these items from the 

model. These two items are considered to be important elements in measuring risk 

assessment, as supported by previous studies (Macko & Tyszka, 2009; Morris et al., 

2002). A further test indicated there was an insignificant improvement after deleting 

these two items. The chi-square was slightly reduced from 46 to 40, but the p value 

remained unchanged at 0.01. Degrees of freedom dropped from 20 to 13. There is no 

significant improvement in the fit of the model by removing formal risk management 

and daily control. Conversely, the chi-square, in relation to the degrees of freedom at 

2.30, is acceptable (Schreiber et al., 2006). RMR is small enough to indicate a good fit. 

The model can be accepted without deletions. This result suggests the hypothesized path 

model fit the data. 

 

3.5.2.3 Learning About the New Market  

Figure 15 shows a congeneric model testing whether or not all seven indicators 

represent the conceptual construct of learning about the new market. Table 18 provides 

a summary of the reliability and validity assessment of entrepreneurial capability of 

learning about the new market in the congeneric measure model.  The Cronbach’s α 

value of 0.77 indicates the items loaded together well in the construct and achieved 
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good reliability. The AVE value of 0.44 indicates a slightly low convergent validity. 

The CR value of 0.84 indicates good construct reliability.  

 

Figure 15 Congeneric Model for Learning About the New Market 

 

All four factors relevant to informal information achieved a relatively high factor 

loading: informal information for learning with 0.72, no direct interests with 0.70, 

storytelling with 0.49 and social interactions with 0.80. Formal training recorded the 

lowest loading with about 0.42. Theoretical evidence and further tests are required to 

determine whether or not this factor should be removed from the model. Formal training 

was considered to be an important element to measure the construct of learning about 

the new market, as supported by a number of studies (e.g., Kropp et al., 2006; Louise-

Jayne & Elizabeth, 2005). A further test indicated there was an insignificant 

improvement by deleting formal training. The chi-square was slightly reduced from 

29.26 to 26.63, but the p value remained unchanged at p < 0.01. There is no significant 

Learning about 

the new market 
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improvement in model fit with the data by removing formal training. Therefore, the 

congeneric model for the construct of learning about the new market retains all seven 

factors. The model-fit indices showed the proposed model fit the data well. The ratio of 

χ2 to degrees of freedom yielded a result χ2/df = 2.09, which suggests the hypothesized 

path model fit the data (Schreiber et al., 2006). 

 

3.5.2.4 Perceived Entrepreneurship of the Firm 

Figure 16 indicates a one-factor congeneric analysis was conducted to test whether or 

not all seven indicators can represent the dependent construct of perceived 

entrepreneurship of the firm.  Table 20 provides a summary of the reliability and 

validity assessment of the dependent construct: perceived entrepreneurship of the firm 

in the congeneric measure model.  The Cronbach’s α value of 0.70 indicates the items 

loaded together well in the construct and achieved good inter-item reliability. The AVE 

value of 0.49 indicates a slightly low convergent validity. The CR value of 0.73 

indicates good construct reliability.  

 

 

Figure 16: Congeneric Model for Perceived Entrepreneurship of the Firm 
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As indicates in Table 21, the model-fit indices show that adjustments may be necessary 

to improve the fit of the proposed model to the data. The GFI of .87 and CFI of .70 are 

both below the recommended value of 0.95 (Schreiber et al., 2006). The high chi-square 

of 35.57 and low p value of 0.01 suggest that some adjustments might be useful. New 

entry recorded the lowest loading with 0.52. Theoretical evidence and further tests are 

required to determine if this factor should be removed from the model. New entry was 

considered an important element to measure the perceived entrepreneurship of the firm 

construct, as supported by a few studies (Ireland et al., 2005). After deleting new entry, 

the degree of freedom decreased to 0, which is an unacceptable fit of the model. 

Moreover, the measurement of the perceived entrepreneurship of the firm will be 

questionable with only two independent variables. Therefore, the congeneric model for 

the perceived entrepreneurship of the firm construct retains the three factors.  

 

3.5.3 Constructs’ Relationship Testing 

In this section, three single relationships were tested using SEM: opportunity ↔ 

entrepreneurship, risk assessment ↔ entrepreneurship and learning about the new 

market ↔ entrepreneurship. 

 

3.5.3.1 Opportunity and Perceived Entrepreneurship of the Firm 

As discussed in the conceptual framework (Figure 10), the construct of the model 

proposes the ASO marketers’ cognition of opportunity as an influencing factor on their 

perceived entrepreneurship of the firm. Figure 17 indicates the nine-element latent 

construct used to test this relationship. The model-fit indices for the SEM of opportunity 

to perceived entrepreneurship of the firm are as follows: chi-square (df = 53) = 129.16, 

p = . 01, RMSEA = . 11, RMR = .11, GFI = .82 and CFI = .34. Study 3 uses the ratio of 
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chi-square to the degrees of freedom to assess the fit of the proposed model to the data. 

A ratio of chi-square to degrees of freedom that is smaller than 3 indicates an acceptable 

fit of the model to the data (Schreiber et al., 2006). The ratio of χ2 to degrees of 

freedom yielded a result of 2.43. This result indicates the single relationship between 

opportunity and perceived entrepreneurship of the firm provides a good data fit. 

 

Figure 17: SEM of Opportunity and Perceived Entrepreneurship of the Firm 

 

3.5.3.2 Risk Assessment and Perceived Entrepreneurship of the Firm 

The construct of the model proposes the ASO marketers’ entrepreneurial capability of 

risk assessment as an influencing factor on their perceived entrepreneurship of the firm. 

Figure 18 indicates the relationship between the construct of risk assessment and 

perceived entrepreneurship of the firm was tested using the eight-element latent 

construct. The model-fit indices are chi-square (df = 43) = 106.27, p = 0.01, RMSEA = 
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0.11, RMR = 0.09, GFI = 0.84 and CFI = 0.34. Study 3 uses the ratio of chi-square to 

degrees of freedom as a general rule to assess the fit of the proposed model to the data.  

The ratio of χ2 to degrees of freedom yielded a result of 2.47.  This result indicates the 

single relationship risk assessment and perceived entrepreneurship of the firm fit the 

data well. 

 

Figure 18: SEM of Risk Assessment and Perceived Entrepreneurship of the Firm 

 

3.5.3.3 Learning About the New Market and Perceived Entrepreneurship of the Firm 

As indicates in Figure 19, the relationship between learning about the new market and 

perceived entrepreneurship of the firm was tested using a seven-element latent construct. 

The model-fit indices are chi-square (df = 34) = 105.05, p = 0.01, RMSEA = 0.15, RMR 

= 0.09, GFI = 0.78 and CFI = 0.34. The chi-square in relation to the degrees of freedom 
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at 3.00 is acceptable. The construct of learning about the new market is positively 

related with perceived entrepreneurship of the firm, and all paths are significant. SEM 

outcomes (Table 24) verifies that the relationship between learning about the new 

market and perceived entrepreneurship of the firm is significant. The ratio of χ2 to 

degrees of freedom yielded a result of 3.00. This result indicates the single relationship 

between learning about the new market and perceived entrepreneurship of the firm fit 

the data well. 

 

 

Figure 19: SEM of Learning About the New Market and Perceived Entrepreneurship of 

the Firm 

  

Learning 

about the 

new market 
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3.5.4 Full Measurement Model Testing 

The full model relating entrepreneurial capabilities and perceived entrepreneurship of 

the firm examined the direct relationship between entrepreneurial capabilities and 

perceived entrepreneurship of the firm. The full model also examined the ASO 

marketers’ use of informal information as a positive effect on their perception of three 

entrepreneurial capabilities. The independent constructs are three entrepreneurial 

capabilities: opportunity, risk assessment and learning about the new market.  The 

dependent construct is the ASO marketers’ perceived entrepreneurship of the firm in 

entering the new Chinese market.  

 

The model-fit indices for the full measurement model are as follows: chi-square = 549, 

df = 318, p = .010, RMSEA = .08, RMR = .15, GFI = .81 and CFI =.67. The ratio of χ2 

to degrees of freedom yielded the result χ2/df = 1.72, which indicates an acceptable fit 

of the proposed model to the data (Schreiber et al., 2006). The goodness of fit indices 

show that the full measurement model achieves a good fit to the data. A constructs 

relationship test confirmed the direct effects of the three perceived entrepreneurial 

capabilities on the ASO marketers’ perceived entrepreneurship of the firm when 

entering the new Chinese market: opportunity with a standardized coefficient = 0.94, 

risk assessment with a standardized coefficient = 0.96 and learning about the new 

market with a standardized coefficient = 0.94. Informal information items achieved a 

high factor loading: informal discussion with 0.58, diversity of information with 0.82, 

informal information for risk assessment with 0.58, nonprofessional information for risk 

management with 0.72 and trusted sources of information with 0.64. These results 

present a clear, direct effect of the ASO marketers’ use of informal information on their 

perception of the entrepreneurial capabilities.   
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Figure 20: Full Correlated Model of Entrepreneurial Capabilities and Perceived 

Entrepreneurship of the Firm 

 

Learning 

about the 

new market 
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3.5.5 Hypothesis Testing Using Structural Equation Modelling 

Hypothesis 1a: Australian service organisation marketers’ use of informal 

information has a positive effect on their capability of identifying opportunities in 

China.  

There are two items to test the effect of informal information on the opportunity 

construct: informal discussions and diversity of information. 

Informal Discussions 

As indicated in Table 35 in Appendix 1, both the full structural model and single 

relationship model suggest that there are significant effects of informal discussions on 

the opportunity construct. Test results indicate the significant relationships as [t (344) = 

2.95, p = 0.01] in the full model and [t (53) = 2.95, p = 0.01] in the single relationship 

model.  

Diversity of Information 

Both the full structural model and the single relationship model find significant effects 

of diversity of information on the opportunity construct. Test results indicate the 

significant relationships as [t (344) = 7.48, p = 0.01] in the full model and [t (53) = 2.19, 

p = 0.03] in the single relationship model. It can be concluded that ASO marketers’ use 

of diversity of information has a positive effect on the opportunity construct. Since both 

informal information items in the H1a constructs had a positive relationship with the 

dependent variables of perceived entrepreneurship of the firm, these results provide 

strong evidence to support Hypothesis 1a. 

  



101 

 

 

Hypothesis 1b: Australian Service Organisation marketers’ capability of 

identifying opportunities in China is positively associated with their perceived 

entrepreneurship of the firm in entering the new Chinese market. 

As indicated in Table 32 in Appendix 1, both the full structural model and single 

relationship model suggest that the path between ASO marketers’ judgment on 

opportunity and their level of perceived entrepreneurship of the firm is significant: [t 

(344) = -2.59, p = 0.01] in the full model and [t (53) = 4.34, p = 0.01] in the single 

relationship model. Thus, Hypothesis 1b is supported.  

 

Hypothesis 2a: Australian service organisation marketers’ use of informal 

information has a positive effect on their capability of risk assessment. 

Hypothesis 2a examines the relationships between the ASO marketers’ use of informal 

information and their capability of risk assessment. The items of ASO marketers’ use of 

informal information include informal information for risk assessment, non-professional 

information for risk management, informal risk management, trusted sources of 

information, personal information and informal decision-making. Test results are 

presented in Table 36 (Appendix 1).  

 

Informal Information for Risk Assessment  

Both the full structural model and single relationship model find that there are 

significant effects of informal information for risk assessment on the risk assessment 

construct. Test results indicate a significant relationship: [t (344) = 5.12, p = 0.01] in the 

full model and [t (53) = 2.99, p = 0.01] in the single relationship model. It can be 



102 

 

concluded that ASO marketers’ use of informal information for risk assessment has a 

positive effect on the risk assessment construct.  

 

Nonprofessional Information for Risk Management  

The results indicate that the item of non-professional information for risk management 

achieved a significant effect on the risk assessment construct: [t(344) = 4.06, p = 0.01] 

in full model and [t(53) = 2.67, p = 0.02] in the single relationship model.  

 

Informal Risk Management  

The results indicate that the informal risk management item achieved a significant effect 

on the risk assessment construct: [t (53) = 3.28, p = 0.01] in the single relationship test. 

However, the relationship is not significant in the full model: [t (344) = 1.89, p = 0.06]. 

Thus, there is mixed support that informal risk management effects the risk assessment 

construct. 

 
Trusted Sources of Information  

Both the full structural model and single relationship model suggest that there are 

significant effects of trusted sources of information on the risk assessment construct. 

The test results find a significant relationship: [t (344) = 4.06, p = 0.01] in the full 

model and [t (53) = 2.67, p = 0.02] in the single relationship model. It can be concluded 

that ASO marketers’ use of trusted sources of information positively effects the risk 

assessment construct. 

 
Personal Information  

The results indicate that the personal information item only achieved a significant effect 

on the risk assessment construct at [t (344) = 3.58, p = 0.011] in the full model. The 
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relationship is not significant in the single relationship test at [t (53) = 1.88, p = 0. 06]. 

The results suggest that informal risk management is an influential item in the risk 

assessment construct. 

 

Informal Decision-Making  

Both the full structural model and single relationship model suggest that there are 

significant effects of informal decision-making on the risk assessment construct. Test 

results indicate a significant relationship: [t (344) = 3.76, p = 0.01] in the full model and 

[t (53) = 2.92, p = 0.01] in the single relationship model. Therefore, Hypothesis 2a is 

supported. 

 

Hypothesis 2b: Australian service organisation marketers’ capability of risk 

assessment is positively associated with their perceived entrepreneurship of the 

firm in entering the new Chinese market. 

As indicates in Table 37 in Appendix 1, both the full structural model and the single 

relationship model suggest that the path between ASO marketers’ judgement on risk 

assessment and their level of entrepreneurship is significant: [t (344) = 2.8, p = 0.01] in 

the full model and [t (53) = 4.7 p = 0.01] in the single relationship model. Hence, 

Hypothesis 2b is supported.  

 

Hypothesis 3a: Australian service organisation marketers’ use of informal 

information has a positive effect on their capability of learning about the new 

market. 
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There are four items measuring the construct of learning about the new market. Test 

results are presented in Table 37 (Appendix 1). 

Informal Information for Learning About the New Mar ket  

The test finds that the item of informal information for learning about the new market 

has a significant effect on the construct of learning about the new market in the full 

model [t (344) = 6.90 p = 0.01] and in the single relationship test [t (34) = 8.66, p = 0. 

01]. This suggests that ASO marketers’ use of informal information for learning about 

the new market has a positive effect on the construct of learning about the new market. 

 

No Direct Interests 

The results indicate that the item of no direct interests has a significant effect on the 

construct of learning about the new market in the full model [t (344) = 4.03, p = 0.011] 

and in the single relationship test [t (34) = 2.26, p = 0. 02]. This suggests that ASO 

marketers’ use of the no direct interests item has a positive effect on the learning about 

the new market construct. 

 

Storytelling 

The results indicate that the item of storytelling achieved a significant effect on the 

learning about the new market construct in the full model [t (344) = 4.73, p = 0.01] and 

in the single relationship test [t (34) = 5.23, p = 0. 01]. Thus, storytelling has a positive 

effect on the construct of learning about the new market. 

 

Social Interactions 
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There are significant effects of social interactions on the construct of learning about the 

new market: [t (344) = 6.24, p = 0.011] in the full model and [t (34) = 6.72, p = 0. 011] 

in the single relationship test. It can be concluded that ASO marketers’ use of social 

interactions has a positive effect on the learning about the new market construct. These 

results provide strong evidence to support Hypothesis 3a. 

 

Hypothesis 3b: Australian service organisation marketers’ capability of learning 

about the new market is positively associated with their perceived 

entrepreneurship of the firm in entering the new Chinese market. 

As indicated in Table 33 (Appendix 1), both the full structural model and single 

relationship model suggest that the path between ASO marketers’ learning about the 

new market and level of perceived entrepreneurship of the firm is significant: [t (344) = 

2.0, p = 0.01] in full model and [t (53) = 9.96, p = 0.01] in the single relationship model. 

Hence, Hypothesis 3b is supported. Table 20 summarises the hypothesis test results.  
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Chapter 4: Summary and Conclusion 

4.1 Summary 

Study 1 found a positive significant relationship between ASO marketers’ reported use 

of a differentiation strategy and the ASO marketers’ perception of the performance of 

the firm. Conversely, there was no relationship between the use of a low cost strategy 

and performance of the firm. However, a substantial extent of the performance of the 

firm was unexplained, so a subsample of the respondents was interviewed to collect 

information for a later study. A small sample (n = 8) of ASO marketers was interviewed 

regarding additional elements that could explain firm performance when entering the 

Chinese market in the mining services industry. The respondents suggested that 

informal information affects their perceived marketing entrepreneurial capabilities in 

the new Chinese market. These capabilities have a direct influence on the performance 

of the firm. The case study (Study 2) found 12 informal information items that appeared 

to have positive effects on ASO marketers’ perceived entrepreneurial capabilities 

entering the new market (see Table 21). These capabilities are positively associated with 

the ASO marketers’ perceptions of the entrepreneurship of the firm in entering the new 

Chinese market.  

 

The final quantitative study (Study 3) tested a model of ASO marketers’ perceived 

entrepreneurship of the firm with a sample of ASO marketers entering the new Chinese 

market. The analysis found that ASO marketers’ use of informal information had a 

positive effect on their entrepreneurial capability of identifying opportunities. This is 

reflected in the results of the full model test. There were two informal information items 

measuring the construct of ASO marketers’ entrepreneurial capability of identifying 

opportunity. Diversity of information achieved the highest factor loading in the full 
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model, followed by informal discussion. The effect of ASO marketers’ use of informal 

information on their entrepreneurial capabilities of conducting risk assessment was 

significant in the full model.  There were six informal information items that measured 

up the construct of ASO marketers’ perceived entrepreneurial capability of conducting 

risk assessment. All the informal information items achieved relatively high factor 

loadings. Informal information for risk assessment had the highest factor loading, 

followed by informal decision-making and nonprofessional information for risk 

management, with decreasing importance in the full model. The ASO marketers’ use of 

informal information had a positive effect on learning about the new market. Informal 

information for learning, storytelling and social interactions recorded relatively high 

factor loadings in the full model. Formal training recorded the lowest loading. There 

were also positive effects of these entrepreneurial capabilities on the ASO marketers’ 

perceived entrepreneurship of the firm.   

 

4.2 Limitations and Future Research 

This study considered a sample of ASOs in China; however, it could not capture all the 

factors that may affect the findings. The employed survey was based on ASO marketers’ 

self-reports of their entrepreneurial activities. Although the measures of constructs and 

dependent variables in study 3 were based on the literature review and quantitative 

study in Study 2, measures of informal information were obtained directly from the 

ASO marketers’ reports. There are concerns about the extent to which self-reporting 

accurately reflects actual situations, as self-reports are retrospective in nature and are 

therefore associated with potential sources of error. However, this issue could be 

mitigated in future studies by including persons who know the ASO marketers well and 

are familiar with their business operations in China in order to provide a cross-
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validation of the self-reports. Nevertheless, all the ASO marketers in the sample had 

already been involved in new ventures in China, which suggests that they were familiar 

with the firm’s entrepreneurial behaviour.  

 

The ASO marketers in this study were required to report retrospectively on the use of 

informal information as a positive effect on their perceived capabilities of identifying 

opportunity, risk and learning about the new market. Their responses reflect the past and 

current status of the firm’s operation in China. Future research should focus on the 

collection of prospective data on entrepreneurial capabilities by following up with the 

marketers’ actual entrepreneurial activities rather than asking them to recall what 

happened retrospectively.  

 

The relatively small sample size and single country focus limited the generalisation of 

the findings in this program of studies. Future research efforts should test informal 

information as a positive effect on marketers’ entrepreneurial capabilities in India. Like 

China, India is experiencing significant development in the service sectors. A 

comparative evaluation between samples from China and India could provide useful 

insight on the utility of informal information. Additionally, cross-sectoral studies 

involving a range of industries, such as mining and insurance, would be desirable in 

order to test the conceptual framework in Study 3. A sample of ASOs in China focused 

on the mining service, because mining is the largest export industry of Australia. Future 

studies could include the insurance industry to offer diversified views about the tested 

model in this program of studies. 
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4.3 Conclusions 

4.3.1 Service Differentiation vs. Low Cost Strategy 

Contrary to Porter’s (1985) view that differentiation and low cost are two strategies that 

offer equally successful paths to performance, differentiation is found to be the 

dominant marketing strategy for ASOs’ perception of successful firm performance in 

China. ASOs’ perception of using a low cost strategy for firm performance offers very 

weak statistical support. Raddats (2011) suggests that a service firm can achieve 

differentiation by offering customer-oriented training and technical support to achieve 

successful performance. The findings of the present study indicate that low cost is not as 

important as differentiation in terms of achieving successful performance. Indeed, low 

cost focuses on the cost side, but it is hardly a basis for generating value for customers, 

as Zahay and Griffin (2010) suggest. Study 1 did not support Mintzberg’s (1988) 

proposition that low cost is a form of differentiation strategy – differentiated by price. 

These findings suggest that ASOs have broad views on a differentiation strategy beyond 

low price.  

 

4.3.2 The ASO Marketers’ Use of Informal Information as a Positive Effect on 

Their Entrepreneurial Capability of Identifying Opp ortunity  

There are a variety of theoretical perspectives on opportunity. Some scholars view 

opportunity as a simple idea (Swenson et al., 2012), while others argue that it has to be a 

formal unexploited project, business firm or new venture (Wing et al., 2012). 

Regardless of the different concepts of opportunity, there is a process of ASO marketers’ 

judgement of opportunities that can be shaped by informal information. For example, an 

ASO marketer in Study 2 was able to use informal information gleaned from a Chinese 

TV news broadcast to estimate the approximate timeline for the Chinese government to 

change its mining safety legislation. The literature on entrepreneurial opportunity 
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emphasises that an entrepreneurial individual already possesses considerable knowledge 

with which they notice patterns that may be overlooked by non-entrepreneurial 

individuals (Baron, 2006; Wing et al., 2012). The ASO marketers sampled in the 

present program of studies had limited prior knowledge of China, yet they could still 

use informal information to successfully identify opportunities. ASO marketers gather 

informal information through personal contacts and use publicly accessible information 

rather than systematic market information (Miles & Darroch, 2006). No previously 

published study examines the effects of informal information on marketers’ 

entrepreneurial capability of identifying opportunity. 

 

4.3.3 The ASO Marketers’ Use of Informal Information as a Positive Effect on 

Their Entrepreneurial Capability of Risk Assessment  

The ASO marketers’ use of informal information has a positive effect on their 

entrepreneurial capability of risk assessment. Uslay (2008) raises the question, ‘How 

much formal marketing risk assessment does an entrepreneurial marketer really use?’ 

This program of studies found that ASO marketers put less emphasis on formal 

information when carrying out formal risk assessment. Instead, their use of informal 

information had a significant effect on the ASO marketers’ entrepreneurial capability of 

risk assessment. This program of studies does not support the assertion in the 

entrepreneurship literature that entrepreneurs display higher risk-taking propensity than 

non-entrepreneurs (Carland et al., 1995; Macko & Tyszka, 2009). The ASO marketers 

in Study 2 disagreed with this assertion by arguing that entrepreneurial marketers’ risk-

taking propensity is not important for their entrepreneurial capability of risk assessment. 

Conversely, it is important for ASO marketers to understand the risks associated with a 

business venture by using informal information.   
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4.3.4 The ASO Marketers’ Use of Informal Information as a Positive Effect on 

Their Entrepreneurial Capability of Learning About the New Market 

This program of studies tested a model that found that ASO marketers’ use of informal 

information had a positive effect on their perceived entrepreneurial capability of 

learning about the new market. Much of the entrepreneurship literature on learning 

about the new market primarily tests organisational learning through marketers’ 

experience  (Kropp et al., 2006; Politis, 2005; Rae & Carswell, 2001). The role of 

marketers’ experience in their entrepreneurial capability to learn about the new market 

has been criticised because it is difficult to establish a direct relationship between the 

effects of marketers’ experiences and their perceived entrepreneurship of the firm 

(Politis, 2005). The ASO marketers in studies 2 and 3 reported using a wide range of 

information, especially informal information, to learn the new market. For example, 

social interaction is a source of informal information that positively affects the ASO 

marketers’ entrepreneurial capability of learning about the new market. It is based on 

the ASO marketers’ face-to-face interactions in an informal environment with someone 

who did not have direct business interests in the firm.   

 

4.3.5 The Effect of Entrepreneurial Capabilities on Perceived Entrepreneurship of 

the Firm  

This study found that ASO marketers’ entrepreneurial capabilities of identifying 

opportunity, risk and learning about the new market were positively associated with 

their perceived entrepreneurship of the firm. Eckhardt and Shane (2003) discuss the role 

of opportunity as a positive effect on perceived entrepreneurship of the firm. Petrakis 

(2004) and Das and Teng (1997) suggest that risk assessment is the missing link in 
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entrepreneurship theory, one that should be included to measure perceived 

entrepreneurship of the firm. Deakins and Freel (1998) suggest that learning about the 

new market is an important area of inquiry and called for the development of a useful 

framework to understand the relationship between learning about a new market and 

perceiving the entrepreneurship of a firm. No previously published study tests a 

conceptual framework combining opportunity, risk assessment and learning about the 

new market in association with ASO marketers’ perceived entrepreneurship of the firm. 

The findings of studies 2 and 3 support the above relationships, which indicates that a 

higher level of the ASO marketers’ three capabilities is associated with a higher level of 

ASO marketers’ perceived success in the entrepreneurship of the firm when entering the 

Chinese market. 
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Appendix 1: Tables 

Table 1: Reliability and Validity Assessment of the Differentiation Strategy Construct 

Item 
Factor 

Loading 
Cronbach’s 

α 

Average 
Variance 
Extracted 

Composite 
Reliability 

Discriminant 
Validity 

Control of local distribution 
channels  0.79 

0.70 0.51 0.67 1.96 

Economies of scale 0.51 

Low price of services -0.02 

Good customer relationship 

-0.11 

Reputation 0.50 

Sales team -0.07 

Marketing image 0.12 

Superior quality 0.28 

Design differentiation 0.50 

Technological innovations 0.28 
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Efficient service processes 0.50 

Brand identification 0.42 

 

Table 2: Model-Fit Measure – Differentiation Strategy Construct 

Construct  Chi-Square Degrees of 
Freedom 

P RMSEA GFI CFI RMR 

Opportunity 135.46 54 0.01 0.11 0.84 0.55 0.04 

 

Table 3: Reliability and Validity Assessment for the Low Cost Strategy Construct 

Item 
Factor 

Loading 
Cronbach’s α 

Average 
Variance 
Extracted 

Composite 
Reliability 

Discriminant 
Validity 

Short-term profit 
0.50 

0.45 0.47 0.42 2.03 Long-term profit 0.48 
Large-scale production 0.13 
Low cost per unit 0.44 
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Table 4: Model-Fit Measure – Low Cost Strategy Construct 

Construct  Chi-
Square 

Degrees of 
Freedom 

P RMSEA GFI CFI RMR 

Low cost 1.11 2 0.57 0.01 0.99 0.99 0.01 

 

Table 5: Reliability and Validity Assessment of Performance 

Item 
Factor 

Loading 
Cronbach’s α 

Average 
Variance 
Extracted 

Composite 
Reliability 

Discriminant 
Validity 

Return on investment 
0.72 

0.79 0.50 0.79 1.35 Profit margin 0.61 

Market share growth rate 0.67 

Revenue growth 0.77 

 

Table 6: Model-Fit Measure – Performance Construct 

Construct  Chi-
Square 

Degrees of 
Freedom 

P RMSEA GFI CFI RMR 

Performance 19.72 2 0.01 0.27 0.95 0.96 0.02 
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Table 10: Summary of Hypotheses’ Test Results 

Hypotheses Single Relationship Test 

(section 1.5.2) 
Full Model Test 

H1: Australian Service Organisation marketers’ use of a differentiation strategy is 

positively associated with their performance in China.  
Supported Supported 

H2: Australian Service Organisation marketers’ use of a low cost strategy is 

positively associated with their performance in China.  
Rejected Rejected 

H3: Australian Service Organisation marketers’ use of differentiation by the low 

price strategy is positively associated with their firm’s performance in China. 
Rejected Rejected 

 

Table 12: Reliability and Validity Assessment of the Opportunity Construct 

Item 
Factor 

Loading 
Cronbach’s α 

Average 
Variance 
Extracted 

Composite 
Reliability 

Discriminant 
Validity 

Intuitive judgment 0.24 
0.76 0.30 0.77 2.75 

Informal discussions 0.58 
   

 

Daily operational activity 0.65 
   

 

Diversity of information 0.82 
   

 

New market orientation 0.33 
   

 

New clients 0.63 
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Take action 0.68 
   

 

Second view for 
feasibility 

0.21 

   

 

Timing 0.38 
   

 

 

Table 13: Model-Fit Measure – Opportunity Construct 

Construct  Chi-Square Degrees of 
Freedom 

p RMSEA GFI CFI RMR 

Opportunity 78 27 0.01 0.12 0.83 0.70 0.06 

 

Table 14: Reliability and Validity Assessment of the Risk Assessment Construct 

Item 
Factor 

Loading 
Cronbach’s α 

Average 
Variance 
Extracted 

Composite 
Reliability 

Discriminant 
Validity 

Informal information for 
risk assessment 0.58 0.70 

0.20 0.61 1.46 

Formal risk management -0.45 
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Nonprofessional 
information for risk 
management 0.72 

Calculated risk taking  

0.43 

Trusted sources of 
information 

0.64 

Personal information 0.49 

Daily control 0.37 

Informal decision-making 0.48 

 
 

Table 15: Model-Fit Measure – Risk Assessment Construct 

Construct  Chi-
Square 

Degrees of freedom p RMSEA GFI CFI RMR 

Risk assessment 46 20 0.01 0.14 0.89 0.59 0.09 
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Table 16: Reliability and Validity Assessment of the Learning About the New Market Construct 

Element 
Factor 

Loading 
Cronbach’s 

α 

Average 
Variance 
Extracted 

Composite 
Reliability 

Discriminant 
Validity 

Learning about the new market 
form errors 

0.74 

0.77 0.44 0.84 1.18 

New business form 0.77 

Informal information for 
learning about the new market 0.72 

Formal training  
0.42 

Storytelling 0.49 

Social interactions 0.80 

No direct interests 
0.61 

 

 

Table 17: Model-Fit Measure – Learning About the New Market Construct 

Construct  Chi-Square Degrees of Freedom p RMSEA GFI CFI RMR 

Learning 
about the 
new 
market  

29.26 14 0.01 0.16 0.89 0.47 0.07 
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Table 18: Reliability and Validity Assessment for the Perceived Entrepreneurship Construct 

Element 
Factor 

Loading 
Cronbach’s 

α 

Average 
Variance 
Extracted 

Composite 
Reliability 

Discriminant 
Validity 

Entrepreneurial actions 0.85 

0.70 0.49 0.73 

1.23 
 New entry 0.63 

Senior manager/owner characteristics 
0.57 

 

Table 19: Model-Fit Measure – Entrepreneurship Construct 

Construct  Chi-Square Degrees of 
Freedom 

p RMSEA GFI CFI RMR 

Entrepreneurship 35.57 2 0.01 0.37 0.87 0.70 0.14 

 

Table 20: Summary of Results 

Hypotheses  Single Relationship  Full Model 

Hypothesis 1a: Australian Service Organisation marketers’ use 

of informal information has a positive effect on their capability 

of identifying opportunities in China.  

Supported Supported 
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Hypothesis 1b: Australian Service Organisation marketers’ 

capability of identifying opportunities in China is positively 

associated with their perceived entrepreneurship of the firm in 

entering the new Chinese market. 

Supported Supported 

Hypothesis 2a: Australian Service Organisation marketers’ use 

of informal information has a positive effect on their capability 

of risk assessment. 

 

Supported Supported 

Hypothesis 2b: Australian Service Organisation marketers’ 

capability of risk assessment is positively associated with their 

perceived entrepreneurship of the firm in entering the new 

Chinese market. 

Supported Supported 

Hypothesis 3a: Australian Service Organisation marketers’ use 

of informal information has a positive effect on their capability 

of learning about the new market. 

 

Supported Supported 

Hypothesis 3b: Australian Service Organisation marketers’ 

capability of learning about the new market is positively 

associated with their perceived entrepreneurship of the firm in 

entering the new Chinese market.  

Supported Supported 
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Table 21: Informal Information Items and Associated Entrepreneurial Capabilities 

Informal Information Item Entrepreneurial 

Capability 

Informal discussion Opportunity 

Diversity of information sources Opportunity 

Informal information for risk assessment Risk Assessment 

Nonprofessional information for risk management Risk Assessment 

Trusted sources of information Risk Assessment 

Personal information Risk Assessment 

Informal decision-making Risk Assessment 

Informal risk management  Risk Assessment 

Informal information for learning about the new 

market  

Learning about the New 

Market  

No direct interests Learning about the New 

Market  

Storytelling Learning about the New 

Market  
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Social interactions Learning about the New 

Market  

 

Table 22: Related ANOVA Result – Differentiation and Performance 

 

Dependent Variable  
Sum of 
Squares 

df 
Mean 
Square 

F Sig. 

Return on investment Regression 8.139 12 .678 2.419 .018b 

Profit margin Regression 13.747 12 1.146 4.743 .010b 

Market share growth rate Regression 8.276 12 .690 2.572 .015b 

Revenue growth Regression 11.040 12 .920 3.602 .010b 

b. Predictors: (constant), control of local channels of distribution, low price of services, 
sales team, technology innovations, superior quality, marketing expenditure, brand 
identification, efficient service processes, economies of scale, good customer relationship, 
design differentiation, Reputation 
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Table 23: Regression Parameters – Differentiation and Performance 

  Dependent Variable: Return on Investment Dependent Variable: Profit Margin Dependent Variable: Market Share Growth Rate Dependent Variable: Revenue Growth  

  B 
Std. 
Error 

Beta t Sig. B 
Std. 
Error 

Beta t Sig. B 
Std. 
Error 

Beta t Sig. B 
Std. 
Error 

Beta t Sig. 

(Constant) 2.936 0.943   3.114 0.012 1.083 0.875   1.238 0.219 2.434 0.922   2.639 0.01 2.449 .900   2.721 .018 

Technology 
innovations 

0.013 0.084 0.013 0.034 0.973 0.219 0.078 0.23 2.819 0.016 0.093 0.082 0.101 1.141 0.257 -.014 .080 -.014 -.049 .961 

Sales team 
-

0.088 
0.117 -0.073 -0.749 0.455 -0.063 0.109 -0.051 -0.581 0.562 -0.096 0.114 -0.081 -0.841 0.402 -.060 .112 -.050 -.541 .590 

Marketing 
expenditure 

-
0.131 

0.096 -0.13 -1.363 0.176 -0.168 0.089 -0.164 -1.879 0.063 -0.164 0.094 -0.166 -1.747 0.083 -.194 .092 -.193 -2.118 .036 

Design 
differentiati
on 

0.221 0.103 0.221 2.136 0.035 0.225 0.096 0.221 2.347 0.021 -0.181 0.101 -0.184 -1.792 0.076 -.147 .099 -.146 -1.487 .140 

Superior 
quality 

-
0.095 

0.141 -0.068 -0.672 0.503 -0.09 0.131 -0.064 -0.685 0.495 0.205 0.138 0.15 1.488 0.14 .045 .134 .033 .336 .737 
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Good 
customer 
relationship 

-
0.057 

0.115 -0.052 -0.497 0.62 0.094 0.107 0.083 0.879 0.382 -0.012 0.113 -0.012 -0.019 0.985 .110 .110 .098 .996 .321 

Brand 
identificatio
n 

0.043 0.082 0.051 0.527 0.599 0.083 0.077 0.096 1.081 0.282 0.062 0.081 0.074 0.763 0.447 -.027 .079 -.032 -.344 .732 

Efficient 
service 
processes 

0.126 0.106 0.12 1.197 0.234 0.131 0.098 0.122 1.335 0.185 0.166 0.103 0.16 1.61 0.11 .253 .101 .239 2.506 .014 

Economies 
of scale 

0.048 0.064 0.077 0.755 0.452 0.112 0.059 0.177 1.897 0.06 0.045 0.062 0.073 0.718 0.474 .051 .061 .082 .835 .405 

Low price 
of services 

-
0.072 

0.051 -0.13 -1.412 0.161 -0.018 0.047 -0.032 -0.38 0.705 0.016 0.05 0.03 0.328 0.744 .016 .049 .029 .335 .739 

Reputation 0.147 0.121 0.13 1.218 0.226 0.119 0.112 0.103 1.059 0.292 0.174 0.118 0.156 1.471 0.144 .089 .115 .078 .773 .441 

Control of 
local 
channels of 
distribution 

0.077 0.085 0.107 0.908 0.366 0.069 0.079 0.094 0.88 0.381 0.062 0.083 0.087 0.743 0.459 .245 .081 .337 3.015 .013 
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Table 24: Related ANOVA Result – Low Cost and Performance 

Dependent Variable  Sum of Squares df Mean Square F Sig. 

Return on investment Regression 1.06 4.01 0.26 0.82 .514b 

Profit margin Regression 0.64 4.01 0.16 0.47 .756b 

Market share growth rate Regression 1.87 4.01 0.47 1.54 .196b 

b. Predictors: (constant), low cost per unit, short-term profit, large scale of production, long-term profit 

 

Table 25: Standardised Regression Weights for Full Model 

 
  

Estimate 

Performance <--- Differentiation .532 
Performance <--- Low Cost .266 
Brand <--- Differentiation .517 
Low cost per unit <--- Low Cost .455 
Large-scale producing <--- Low Cost .116 
Long-term profit <--- Low Cost .508 
Short-term profit <--- Low Cost .456 
Return on investment <--- Performance .860 
Profit margin <--- Performance .689 
Economies of scale <--- Differentiation .645 

Control of local channels of distribution <--- Differentiation .676 
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Table 26: Related ANOVA Result – Opportunity and Entrepreneurship 

Dependent Variable  
Sum of 
Squares Df 

Mean 
Square F Sig. 

Entrepreneurial actions 
Regression 14.903 9 1.656 7.217 .010b 

New entry 
Regression 24.750 9 2.750 8.514 .010b 

Senior manager/owner 
characteristics 

Regression 
59.734 9 6.637 11.874 .010b 

b. Predictors: (constant), timing, intuitive judgement, new clients, second view for feasibility, new 
market orientation, take action, daily operational activity, informal discussions, diversity of information 
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Table 27: Regression Parameters – Opportunity Related with Entrepreneurship 

  Dependent Variable: Entrepreneurial Actions 

 
 

Dependent Variable: New Entry 

 
Dependent Variable: Senior Manager/Owner 

Characteristics 

  B 
Std. 
Error Beta t Sig. B Std. Error Beta t Sig. B 

Std. 
Error Beta t Sig. 

(Constant) 
2.323 .557   4.174 .010 .823 .660   1.246 .215 -1.178 .869   -1.356 .178 

Intuitive judgement 
.426 .082 .442 5.186 .010 .288 .097 .244 2.959 .014 .541 .128 .323 4.218 .010 

Informal discussions 
.053 .077 .074 .691 .052 .113 .091 .128 1.239 .028 .158 .120 .126 1.317 .051 

Daily operational activity 
.131 .066 .191 1.973 .051 .252 .079 .299 3.200 .012 .321 .104 .269 3.098 .012 

Diversity of information 
.017 .080 .019 .083 .050 .185 .094 .211 1.958 .050 .102 .124 .082 .820 .044 

New market orientation 
-.146 .081 -.174 -1.800 .075 .036 .096 .035 .376 .708 -.176 .126 -.121 -1.393 .166 

New clients 
-.051 .048 -.102 -1.058 .292 -.176 .057 -.286 -3.064 .013 -.144 .075 -.166 -1.912 .058 

Take action 
.132 .067 .205 1.973 .051 .127 .079 .162 1.608 .111 .372 .104 .335 3.573 .011 

Second view for feasibility 
-.104 .082 -.110 -1.262 .209 .020 .097 .017 .206 .837 .041 .128 .025 .317 .752 

Timing 
.108 .091 .108 1.184 .239 -.036 .108 -.029 -.333 .740 .307 .142 .177 2.158 .033 
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Table 28: Related ANOVA Result – Risk Assessment and Entrepreneurship 

Dependent Variable  
Sum of 
Squares df 

Mean 
Square F Sig. 

 Entrepreneurial actions 

Regression 
15.891 9 1.766 8.014 .010b 

New entry 

Regression 
30.767 9 3.419 12.696 .010b 

Senior manager/owner characteristics 

Regression 
71.425 9 7.936 17.459 .010b 

b. Predictors: (constant), informal decision-making, personal involving, formal RM, non-professional information for RM, personal 
information, trusted source of information, informal information for RA, calculated risk taking, informal RM 
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Table 29: Regression Parameters – Risk Assessment Related with Entrepreneurship 

  

Dependent Variable: Entrepreneurial 
Actions 

Dependent Variable: New Entry Dependent Variable: Senior 
Manager/Owner Characteristics 

  B 
Std. 
Error Beta T Sig. B 

Std. 
Error Beta t Sig. B 

Std. 
Error Beta t Sig. 

(Constant) 1.104 .503 0.010 2.193 .030 1.011 .556 0.010 1.799 .075 -2.510 .723 0.010 -3.473 .011 

Informal information 
for RA .180 .056 .280 3.195 .012 .353 .062 .447 5.666 .010 .421 .081 .377 5.206 .010 

Formal RM -.013 .058 -.014 -.050 .960 .045 .064 .055 0.702 .484 .088 .083 .076 1.062 .290 

Non-professional 
information for RM -.017 .076 -.021 -0.220 .827 .314 .084 .315 3.725 .010 -.090 .109 -.064 -0.821 .413 

Informal RM -.012 .057 -.021 -.207 .836 -.153 .063 -.222 -2.418 .017 -.068 .082 -.070 -.829 .409 

Trusted source of 
information .263 .078 .294 3.366 .011 .110 .086 .100 1.272 .016 .512 .112 .329 4.559 .010 

Calculated risk 
taking .221 .068 .289 3.258 .011 -.016 .075 -.017 -0.216 .829 .355 .097 .268 3.652 .010 

Personal information -.014 .067 -.017 -0.204 .839 -.052 .074 -.054 -0.703 .483 -.059 .097 -.043 -0.612 .542 

Personal involving .048 .075 .062 0.649 .517 -.040 .082 -.042 -.488 .626 .214 .107 .157 1.996 .048 

Informal decision-
making .072 .069 .097 1.044 .029 .169 .076 .186 2.227 .028 .308 .099 .239 3.117 .012 
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Table 30: Related ANOVA Result – Learning About the New Market and Entrepreneurship 

Dependent Variable  Sum of Squares df Mean Square F Sig. 

Entrepreneurial actions Regression 25.022 7 3.575 26.162 .010b 

New entry Regression 32.796 7 4.685 18.987 .010b 

Senior manager/owner characteristics Regression 79.915 7 11.416 30.680 .010b 

B. Predictors: (constant), formal training, storytelling, no direct interests, informal information for learning about the new market, new 
business firms, learning about the new market from errors, social interactions 

 

Table 31: Regression Parameters – Learning About the New Market Related with Entrepreneurship 

 

Dependent Variable: Entrepreneurial 
Actions 

Dependent Variable: New Entry Dependent Variable: Senior 
Manager/Owner Characteristics 

  B 
Std. 
Error Beta t Sig. B 

Std. 
Error Beta t Sig. B 

Std. 
Error Beta t Sig. 

(Constant) 1.29 0.31 
 

4.16 0.01 0.82 0.42 
 

1.98 0.05 -2.01 0.51 0.01 -3.92 0.01 
Learning about the 
new market from 
errors 

0.29 0.06 0.37 4.60 0.01 0.02 0.09 0.02 0.20 0.84 
0.39 0.10 0.28 3.72 0.01 

New business form 0.21 0.06 0.29 3.56 0.01 0.08 0.08 0.09 1.01 0.32 0.49 0.10 0.39 5.07 0.01 
Informal information 
for learning about the 
new market  

0.13 0.07 0.15 1.91 0.06 0.13 0.09 0.12 1.45 0.05 
0.33 0.11 0.22 3.01 0.01 

No direct interests -0.10 0.05 -0.13 -1.88 0.05 -0.05 0.07 -0.06 -0.75 0.45 0.07 0.09 0.05 0.85 0.39 
Storytelling 0.03 0.06 0.04 0.58 0.56 0.01 0.08 0.01 -0.04 0.97 0.39 0.09 0.27 4.17 0.01 
Social interactions 0.27 0.06 0.34 4.24 0.01 0.17 0.08 0.18 2.02 0.05 0.02 0.10 0.01 0.17 0.05 
Formal training -0.13 0.05 -0.19 -2.69 0.01 0.47 0.07 0.55 6.98 0.01 -0.19 0.08 -0.16 -2.35 0.02 
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Table 32: Summary of Regression Weights in Full Model and Single Relationship Test (Opportunity-Entrepreneurship) 

Regression Weights in Full Model  Estimate S.E. C.R. P 
Entrepreneurship <--- Opportunity -.34 .13 -2.59 .01 

Regression Weights in Single Relationship Test Estimate S.E. C.R. P 

Entrepreneurship <--- Opportunity .39 .09 4.34 0.011 

 

Table 33: Summary of Regression Weights in Full Model and Single Relationship Test (Risk Assessment-Entrepreneurship) 

Regression Weights in Full Model  Estimate S.E. C.R. P 

Entrepreneurship <--- Risk assessment 1.2 0.4 2.8 0.0 

Regression Weights in Single Relationship Test Estimate S.E. C.R. P 

Entrepreneurship <--- Risk assessment 1.2 0.3 4.7 0.011 

 

Table 34: Summary of Regression Weights in Full Model and Single Relationship Test (Learning about the New Market-Entrepreneurship) 

 

 

Regression Weights in Full Model  Estimate S.E. C.R. P 

Entrepreneurship <--- 
Learning about the new 
market  

     0.56   0.29     2.01 0.05 

Regression Weights in Single Relationship Test Estimate S.E. C.R. P 

Entrepreneurship <--- 
Learning about the new 
market  

      0.46    0.05     9.96 0.011 
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Table 35: Summary of Regression Weights in Full Model and Single Relationship Test (Informal Information Items-Opportunity) 

Item 
 

Construct 

Regression Weights in Single 
Relationship Test Regression Weights in Full Model  

Estimate S.E. C.R. P Estimate S.E. C.R. P 
Diversity of 
information 

<--- Opportunity 3.622 1.23 2.945 0.013 0.354 0.12 2.949 0.013 
Informal 
discussions 

<--- Opportunity 1.186 0.56 2.119 0.034 1.021 0.137 7.48 0.011 
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Table 36: Summary of Regression Weights in Full Model and Single Relationship Test (Informal Information Items-Risk Assessment) 

      

Regression Weights in Single Relationship 
Test Regression Weights in Full Model  

Item  Construct Estimate S.E. C.R. P Estimate S.E. C.R. P 

Informal 
information 
for RA 

<--- Risk 
assessment 

1.712 0.572 2.993 0.013 1.834 0.358 5.121 0.011 

Non-
professional 
information 
for RM 

<--- Risk 
assessment 

0.929 0.349 2.658 0.018 1.15 0.283 4.058 0.011 

Informal RM <--- Risk 
assessment 

0.362 0.11 3.281 0.011 0.548 0.29 1.89 0.059 

Trusted 
source of 
information 

<--- Risk 
assessment 

1.095 0.377 2.904 0.014 0.863 0.214 4.028 0.011 

Personal 
information 

<--- Risk 
assessment 

0.512 0.273 1.879 0.06 0.826 0.231 3.577 0.011 

Informal 
decision-
making 

<--- Risk 
assessment 

1.347 0.461 2.921 0.013 0.355 0.094 3.758 0.011 
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Table 37: Summary of Regression Weights in Full Model and Single Relationship Test (Informal Information Items-Learning About the 

New Market) 

      
Regression Weights in 

Single Relationship Test 
Regression Weights in Full 

Model  

Item 
  

Construct Estima
te 

S.E
. 

C.
R. 

P Estima
te 

S.E. C.R. P 

Informal information for learning about the 
new market  

<--
- 

Learning about the new 
market  

0.476 
0.

055 
8.

656 
0.

011 

0.955 0.138 6.902 0.011 

No direct interests 
<--
- 

Learning about the new 
market  

0.159 
0.
07 

2.
265 

0.
024 

0.611 
0.1
52 

4.0
3 

0.0
11 

Storytelling  
<--
- 

Learning about the new 
market  

0.318 
0.

061 
5.

228 
0.

011 
0.657 

0.1
39 

4.7
26 

0.0
11 

Social interactions  
<--
- 

Learning about the new 
market  

0.433 
0.

064 
6.

722 
0.

011 
0.967 

0.1
55 

6.2
36 

0.0
11 
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Table 38: Measurement for Opportunity 

  

 Index  Label  Questionnaire Item 

Judgement on 
Opportunity 

IFO_1 Intuitive judgment I depend on my own experiences and knowledge to make investment decisions. 

IFO_2 Informal discussions 
 

A conversation with a passenger next to me on an airplane could give me ideas for 
entering a new market.  

IFO_3 Daily operational 
activity 

Closely monitoring and engaging day-to-day operations is more important than 
strategic planning for a new market.  

IFO_4 Diversity of 
information  
 

I find that ordinary people could be more useful than senior business executives in 
helping me gain insight into a new market.  

IFO_5 New market 
orientation 
 

To extend my business to a new market is more important than keeping my current 
market. 

IFO_6 Emphasise new clients 
 

I spend more time on new clients from a new market compared to existing clients. 

IFO_7 Take action Taking action is more important than planning for entering a new market.  

IFO_8 Second view for 
feasibility 

Even if I got unfavourable views on my plan to enter a new market, I will still 
informally try it out by myself to prove that it may work. 

IFO_9 Timing Timing is more important than money or technology for successfully entering a new 
market.  
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Table 39: Measurement for Risk Assessment 

 Index  Label  
Questionnaire Item 

Risk Assessment 
Judgements 

IFR_1 Informal information 
for risk assessment 

I use informal information, such as word-of-mouth, first impressions and gut feeling to judge 
risks associated with a new market. 

IFR_2 Formal risk assessment 
I strictly follow my firm’s risk management guidelines to judge risks associated with a new 
market.  

IFR_3 
Nonprofessional 
information for risk 
assessment 

I do not rely on accountants, lawyers or other professional services to provide risk 
measurement.  

IFR_4 Informal risk 
management 

I do not conduct formal risk management for entering a new market.  

IFR_5 Trusted source of 
information 

I manage risk through the sources of information that I trust.  

IFR_6 Calculated risk taking 
I only enter a new market when I understand all the associated risks.  

IFR_7 Personal information 
I like to use non-professional personnel such as my partner or friends whom I can trust to 
help me to control operational risk for entering a new market.  

IFR_8 Personal involvement 
I would prefer to involve myself in operations, compared to hiring a professional manager to 
run the business in a new market. 

IFR_9 Informal decision-
making 

Quick, informal decision-making is more practical and useful in entering a new market than 
a well-structured risk control plan.  
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Table 40: Measurement for Learning About the New Market  

 Index  Label  Questionnaire item 

Learning About the 
New Market Activity 

IL_1 
Learning about the new 
market from errors 

Quick learning the new market from previous errors is more important than 
resources such as money and infrastructure when entering a new market.  

IL_2 New business firm 
Developing a new way of doing business is more important than bring in new 
products or services into a new market.  

IL_3 
Informal information for 
learning about the new 
market 

I often learn new ways of entering a market when I talk to someone outside my 
normal business contacts.  

IL_4 No direct interests 
People who have no direct interests in my business could give me a good idea for 
a new business model.  

IL_5 Storytelling 
Telling a story is more compelling than presenting data when I try to sell my idea 
to staff and stakeholders for entering a new market. 

IL_6 Social interactions 
Social interactions with local contacts is more important than formal market 
research for entering a new market 

IL_7 Formal training 
Well-structured corporate training and professional development is not useful for 
developing entrepreneurial practices for entering a new market. 

 

Table 41: Measurement of Entrepreneurship  

 Index  Label  Questionnaire item 

Perceived Entrepreneurship of 
the Firm 

 

PERF01 Entrepreneurial actions 
In general, my firm favours a strong emphasis on 
entrepreneurship for new market entry. 

PERF02 New entry 

In general, my firm favours an entrepreneurial 
environment where all employees are motivated to do 
business in a different way and in a new market.  

PERF03 Senior manager/owner characteristics 
In general, senior managers or owners need to be 
entrepreneurs.  
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Table 42: Cutoff Criteria for Several Fit Indexes 
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Table 43: Summary of Study 1 Statistics Analysis Results 

 

Item Factor Loading 

Items assess 
the 

Differentiation 
Strategy 

Construct 

Control of local distribution 
channels  0.79 

Economies of scale 0.51 

Low price of services -0.02 

Good customer relationship 

-0.11 

Reputation 0.50 

Sales team -0.07 

Marketing image 0.12 

Superior quality 0.28 

Design differentiation 0.50 

Technological innovations 0.28 

Efficient service processes 0.50 

Brand identification 0.42 
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Items assess 
the Low Cost 

Strategy 
Construct 

Short-term profit 0.50 

Long-term profit 0.48 

Large-scale production 0.13 

Low cost per unit 0.44 

Items assess 
the Performance 

Return on investment 0.72 

Profit margin 0.61 

Market share growth rate 0.67 

Revenue growth 0.77 

 

Table 44: Summary of Study 3 Statistics Analysis Results 

 Item Factor Loading 

Items assess the 

Opportunity 

Construct 

Intuitive judgment 0.24 

Informal discussions 0.58 

Daily operational activity 0.65 

Diversity of information 0.82 

New market orientation 0.33 

New clients 0.63 

Take action 0.68 
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Second view for feasibility 0.21 

Timing 0.38 

Items assess the Risk 

Assessment 

Construct 

Informal information for 

risk assessment 
0.58 

Formal risk management -0.45 

Nonprofessional information 

for risk management 
0.72 

Calculated risk taking  0.43 

Trusted sources of 

information 
0.64 

Personal information 0.49 

Daily control 0.37 

Informal decision-making 0.48 

Items assess the 

Learning About the 

New Market 

Construct 

Learning about the new 

market form errors 
0.74 

New business form 0.77 

Informal information for 0.72 
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learning about the new 

market 

Formal training  0.42 

Storytelling 0.49 

Social interactions 0.80 

No direct interests 0.61 

Items assess the 

Perceived 

Entrepreneurship 

Construct 

Entrepreneurial actions 0.85 

New entry 0.63 

Senior manager/owner 

characteristics 
0.57 
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Appendix 2: Figures 

 

Figure 21: A Model of Information Acquisition or XYZ Company in China 
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Appendix 3: Questionnaire Survey for Study 1 

A.3.1 Section A: Strategy 

Please express your opinion by circling the appropriate number. For example, if you 
strongly agree that labour costs in Australia are high, please circle number 5; if you 
strongly disagree with the statement, please circle number 1. 

 

Please rate the importance you would attach to the following 
statements: 

1-Strongly disagree 

2-Disagree 

3-Neither agree nor disagree 

4-Agree 

5-Strongly agree 

Establish brand identification in offshore markets 1 2 3 4 5 

Create more efficient service processes than competitors 1 2 3 4 5 

Innovate and do business differently 1 2 3 4 5 

Achieve differentiation by services designed to provide unique 
features 

1 2 3 4 5 

Offer superior quality and reliability of services than 
competitors 

1 2 3 4 5 

Create a positive market image by marketing the differentiation 1 2 3 4 5 

Establish a strong sales team 1 2 3 4 5 

Marketing the service reputation as a source of differentiation 1 2 3 4 5 

Establish and maintain good customer relationships. 1 2 3 4 5 

Offer low price for services 1 2 3 4 5 

Economies of scale may be achieved by improving operational 
efficiency 

1 2 3 4 5 

Obtain control of local channels of distribution 1 2 3 4 5 

Focus on short-term profit 1 2 3 4 5 

Focus on long-term profit 1 2 3 4 5 

Create large-scale services 1 2 3 4 5 

Develop low costs per services  1 2 3 4 5 
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A.3.2 Section B: Performance Measurements 

The following questions are about the performance of your organisation. Please circle the 
appropriate number on a 5-point scale.  

 

 

 

Degree of Satisfaction with Your Firm’s Performance  

1-Much lower  

2-Lower 

3-The same 

4-Higher  

5-Much higher 

The return on investment in our organisation is 1 2 3 4 5 

The profit margin is  1 2 3 4 5 

Achieving the desired level of growth in market share through 
customer retention is  

1 2 3 4 5 

Achieving the desired level of growth in revenue through 
customer retention is  

1 2 3 4 5 

 

A.3.3 Section C: Other Information 

1. In what industry is your organisation’s core business operating (e.g., banking, 
legal advice, insurance, etc.)? 

___________________________________ 

 

2. Our organisation started business in China in _________. 

 

3. Our organisation has _________full-time and_____ part-time employees. 

 

4. Our organisation’s sale turnover for the previous financial year:  

□ Less than A$100,000               □ A$100,000–$200,000 

□ A$200,000–$500,000  □ A$500,000–1.0 million   □ More than A$1.0 million 

 

5. Your age: 

□ Less than 25               □ Between 25 and 30 

□ Between 31 to 40        □ 41-50   □ 50 above 
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6. Your position in the company is _____________________. 

 

7. You have worked ____________ years with the company.  

 

8 The ownership of your organisation’s operations in China is:  
 

□ Joint Venture  □ Wholly-Owned Enterprise  

□ Other, please specify _________________________ 

 

9 Please provide contact details if you are willing to provide further information 
for this study. 

 

 

Appendix 4: Questionnaire Survey for Study 3 

Please indicate how strongly you agree or disagree with the following statements. 
Please circle the appropriate number. For example, if you strongly agree that labour 
costs in Australia are high, please circle number 5.  
  Strongly 

Disagree 
 Strongly 

Agree 
1 Australia’s labour costs are high 1 2 3 4 ○5 

 
 If you strongly disagree with the statement, please circle number 1.  
  Strongly 

Disagree 
 Strongly 

Agree 
1 Australia’s labour costs are high ○1 2 3 4 5 

 
If you neither strongly disagree nor strongly agree, please circle the number that best 
reflects your opinion.  
 
Section A: Something about yourself 
1 What is your role in your firm? Please circle one. 

Owner Manager  Both 
 
  Strongly 

Disagree 
 Strongly 

Agree 
2 I think it is important for an entrepreneur to 

understand the risks of entering a new market.  
1 2 3 4 5 

3 I think it is important for an entrepreneur to manage 1 2 3 4 5 
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risks with limited information when entering a new 
market. 

4 I think it is important for an entrepreneur to be a quick 
learner. 

1 2 3 4 5 

       
 
Section B: Opinions about entering a new market 
  Strongly 

Disagree 
 Strongly 

Agree 
1 I depend on my own experiences and knowledge to 

make investment decisions. 
1 2 3 4 5 

2 Having a conversation with a passenger next to me 
on an airplane could give me ideas for entering a 
new market.  

1 2 3 4 5 

3 Closely monitoring and engaging in day-to-day 
operations is more important than strategic planning 
when entering a new market. 

1 2 3 4 5 

4 I think ordinary people can be give me more insight 
into entering a new market, than senior business 
executives.  

1 2 3 4 5 

5 Extending my business to a new market is more 
important than maintaining my current market. 

1 2 3 4 5 

6 I spend more time with clients from new markets 
than with my existing clients. 

1 2 3 4 5 

7 Taking action is more important than planning to 
enter a new market.  

1 2 3 4 5 

8 Even if my plan to enter a new market was viewed 
unfavourably, I would still try it out by myself to 
prove it can work. 

1 2 3 4 5 

9 Timing is more important for successful entry into a 
new market than money or technology.  

1 2 3 4 5 

10 I use informal information – such as word-of-
mouth, first impressions and gut feeling – to judge 
risks associated with entering a new market.   

1 2 3 4 5 

11 I strictly follow my firm’s risk-management 
guidelines to judge risks associated with entering a 
new market.  

1 2 3 4 5 

12 I do not rely on accountants, lawyers or other 
professionals to measure the risks of entering a new 
market.  

1 2 3 4 5 

13 I only enter a new market when I understand all the 
associated risks.  

1 2 3 4 5 

14 I manage the risks of entering a new market by 
consulting sources of information that I trust.  

1 2 3 4 5 

15 I do not conduct formal risk management when 
entering a new market.  

1 2 3 4 5 

16 I like to use non-professional personnel who I can, 
trust such as my spouse or friends, to help me 
control the operational risks of entering a new 
market.  

1 2 3 4 5 
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17 I would rather involve myself in daily operations in 
a new market than hire a professional manager to 
run the business. 

1 2 3 4 5 

18 Quick, informal decision-making is more practical 
and useful for entering a new market than a well-
structured risk-control plan.  

1 2 3 4 5 

19 Quick learning from previous errors is more 
important than money and infrastructure when 
entering a new market.  

1 2 3 4 5 

20 Developing a new way of doing business is more 
important than introducing new products or services 
to a new market.  

1 2 3 4 5 

21 I often learn ways of entering a new market when I 
talk to someone who is not one of my normal 
business contacts.  

1 2 3 4 5 

22 People who have no direct interests in my business 
could give me good ideas for entering a new 
market.  

1 2 3 4 5 

23 Telling a story is more compelling than presenting 
data when I try to sell my ideas for entering a new 
market to staff and stakeholders. 

1 2 3 4 5 

24 Social interactions with local contacts are more 
important than formal market research when 
entering a new market.  

1 2 3 4 5 

25 Well-structured corporate training and professional 
development is not useful for developing 
entrepreneurial practices for entering a new market. 

1 2 3 4 5 

26 In general, my firm favours a strong emphasis on 
entrepreneurship when entering new markets.  

1 2 3 4 5 

27 In general, my firm favours an entrepreneurial 
environment where all employees are motivated to 
do business in a new market. 

1 2 3 4 5 

28 In general, senior managers and/or owners need to 
be entrepreneurs.  

1 2 3 4 5 

 
Section C: Your firm 

1 What year was your firm in China first established? ________________________ 
 
2 How many employees (full-time equivalent) does the firm presently employ? 
________ 
 
3 Do you think your firm has a strong entrepreneurial spirit? 
 YES   NO 
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Appendix 5: Study 2 Research Methodology 

A.5.1 Choice of Research Method for Study 2 

Entrepreneurship can be studied using both quantitative and qualitative techniques 

(Perren & Ram, 2004). Qualitative techniques of data collection and analysis would be 

most suitable for Study 2 for two reasons. First, the behaviour of marketing 

entrepreneurs can be difficult to explain through quantitative methods when they 

respond to perceived opportunities. Bygrave (1989) indicates that entrepreneurship is 

not a steady state phenomenon, and no amount of regression analysis will help us 

understand what triggers the start-up of entrepreneurship. As a qualitative approach 

studies the natural settings of entrepreneurship and attempts to interpret the meaning of 

entrepreneurs’ behaviours, it could help to go beyond a generalizable level of 

description (Neergaard & Ulhøi, 2007). Second, an interpretative qualitative study 

generates knowledge that can later be tested by a quantitative study. The 

entrepreneurship research field is still developing, and many fundamental questions, 

such as the nature of entrepreneurial opportunity and risk, need clarification. Qualitative 

research could serve as a useful means of exploring how entrepreneurs assess and 

interpret formal and informal information.  

 

Cassell, Buehring, Symon and Johnson (2006) argue that qualitative research is not 

simply defined as research that does not use numerical or statistical procedures. Peng, 

Peterson and Shyi (1991) review cross-national British management articles published 

in 24 major journals from 1981 to 1987. They find that the adequacy of the qualitative 

evaluation is certainly more important than sheer sample size. Peng et al. (1991) further 

suggest that qualitative research should always be considered a complementary 

approach to quantitative methods.  
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Bowen and Wiersema (2004) argue that data gathered via surveys on multiple items 

along a Likert scale may throw away valuable information about the research questions 

because marketing entrepreneurs’ decisions may occur along a range of variations. For 

example, changes in Chinese government industry policies on environmental protection 

could alter the propensity of entrepreneurs to start businesses in the iron and steel 

industry. This opinion was supported by Cassell et al. (2006), who note that strategic 

choices are complex issues and argue that researchers need to be creative and use a 

range of methods and techniques to make sense of them. A number of data collection 

techniques can be used, including direct observation, interviews and analysis of archival 

information such as meeting minutes, annual reports and email correspondence. They 

further argue that for many SMEs, biographical approaches such as interviews and case 

studies based on rich descriptions of marketing entrepreneurs’ behaviours are much 

more suitable (Cassell et al., 2006). 

 

A.5.2 Sample Selection 

This study developed the following set of criteria to select participating companies: 

1. In line with the sample selection in Study 1, the company had to be an 

Australian-owned service firm.  

2. The company had to have established and continued operations in China in the 

past 10 years. This study focused on the success of ASOs’ in China. Hutchings 

and Murray (2002) studied Australian companies in China and found that the 

majority of them are SMEs. This reflects ASOs’ short history of developing 

business in offshore markets. 

3. The company headquarters had to be located in Perth, Western Australia. The 

rationale for choosing a Western Australian mining consulting firm was that 

Western Australia is one of the leading states in the Australian mining industry. 



152 

 

The mining boom has fostered mining services in Western Australia, and 

established it as a global centre for advanced technology. Collectively, the 

mining services firms there generated annual exports worth about A$1 billion in 

2007 (Orlando, 2008). Many of these firms have considerable experience doing 

business in China (fitting criterion 2), which creates a pool of possible choices. 

As many of the firms are headquartered in or around Perth, it was possible for 

the researcher to conduct multisite visits and interview a large number of 

individuals. Sampling focused on a manageable and relevant group of 

individuals whose personal experiences with entrepreneurship were relatively 

salient. 

 

A.5.3 Procedure of the Case Study 

The screening process included a search for qualified firms in the CACC (2004) 

Directory, CTGCD and ASD. Six ASOs qualified for this study. An invitation letter was 

faxed to all six ASOs in Western Australia with adequate information about the purpose 

of this study. The following day, a phone call was made to each respondent for further 

discussion. Four ASOs indicates they did not want to be involved in this research, and 

one ASO was no longer qualified because they had ceased operations in China. One 

ASO accepted the invitation, and its founder and CEO fully supported the research. 

There are no significant differences in organisational size between this firm and those 

that rejected the invitation to participate. 

 

A.5.4 Data Collection 

Before the investigator commenced with formal interviews, it was important to gain 

some background information about the firm to help the researcher develop a better 

understanding of the affluence inherent in the experiences of the participants while 
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staying focused on the research question. Information about the firm’s history, directors 

and core business was obtained from the CEO’s executive assistant. 

 

In order to allow participants to speak comfortably, interviews were conducted in semi-

structured and unstructured ways. An interview protocol was developed only to provide 

general guidance for the interview process. Section 1 asked participants to provide a 

demographic profile about themselves and descriptions of the company’s operations in 

China. Section 2 asked them to provide their perceptions of the firm’s entrepreneurship 

in entering the new Chinese market. Section 3 asked them what entrepreneurial 

capabilities they associated with their perceived success in entrepreneurship. Section 4 

explicitly asked what information had a positive effect on their entrepreneurial 

capabilities.  

 

A series of interviews with company directors took place in the head office of XYZ 

located in City Beach, Western Australia from November 2006 to January 2007. The 

CEO of XYZ organised the first meeting in November 2006, which was followed by 

multiple face-to-face meetings and phone interviews. The CEO presented a brief 

introduction to XYZ’s operations in China that was followed by an intensive interview 

with him. At the end of the interview, the CEO introduced the other directors of the 

company. There are five people on the Board of Directors, four of whom are based in 

Perth. The Perth-based directors accepted an invitation to participate in intensive 

interviews, and they were interviewed between November and December of 2006. Mr 

Xu Gang, Director of XYZ’s Chinese branch, is based in China and plays an important 

role in XYZ’s operations there. He was interviewed January 2007 and provided 

significant insight into the firm’s operations in China. 
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Appendix 6: Data Analysis for Study 1 

A.6.1 Research Design  

Choosing an appropriate research type depends on the research question. Bennet (1991) 

defines research as ‘a systematic, careful inquiry or examination to discover new 

information or relationships and to expand and verify existing knowledge for some 

specified purpose’. Ticehurst and Veal (2000) suggest that the nature of the research 

problem determines whether the research is exploratory, descriptive or causal. 

Exploratory studies are conducted to clarify ambiguous problems. They are not intended 

to provide conclusive evidence to determine a particular course of action, but to pave 

the way for subsequent research that will do so. Therefore, exploratory research is 

helpful for identifying the research problem when it is not crystal clear. Descriptive 

research goes one step further than exploratory research because it is based on some 

previous understanding of the nature of the research problem. Its main purpose is to 

describe the characteristics of a phenomenon. It addresses who, what, when, where and 

how questions but does not provide evidence of a causal nature (Ticehurst & Veal, 

2000). Exploratory and descriptive studies normally precede causal studies. It is the 

major goal of causal research to identify cause-and-effect relationships between 

variables. Researchers must be knowledgeable about the research subject and question, 

as its output is expected to provide conclusive evidence to determine a particular course 

of action. 

 

Collis and Hussey (2003) define the term ‘paradigm’ as the progress of scientific 

practices based on people’s philosophies and assumptions about the world and the 

nature of knowledge. In strategic management, the term is used to provide guidance as 

to how a researcher should conduct research. Boyd, Gove and Hitt (2005) state that 

strategic management is generally acknowledged to be one of the younger 
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subdisciplines within the broader management domain. Therefore, the field would 

appear to have high levels of disagreement regarding both theory and methods.  

 

Accordingly, this study adopted a secondary quantitative research method coupled with 

a causal research technique. It heavily relied on data from existing databases – the 

CACC Directory and ASD – from which 400 service firms were identified. In particular, 

the study examined cause-and-effect relationships between marketing strategies and 

organisational performance. 

 

A.6.2 Nonresponse Bias  

Equally, the responses to the completed surveys were reviewed for consistency between 

respondents and nonrespondents. In testing, if the late respondents differed significantly 

from the earlier respondents, they were compared on key demographic variables by 

testing for nonresponse bias. Nonresponse bias is a test used to determine whether there 

is a difference between respondents and nonrespondents. It is imperative to mention that 

the study identified two key demographic variables for this purpose: full-time 

employees and owners of Chinese operations. 

 

For the analysis, the early respondents (48% of the sample), identified as Group 1, were 

compared with the late respondents (52% of the sample), identified as Group 2, using an 

independent samples test. A comparison between the early and late respondents 

indicates no significant differences between the two variables (see the Sig. [2-tailed] 

column in Table 48).  
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Table 43: Nonresponse Bias 

Group Statistics 

 
Group N Mean Std. Deviation Std. Error Mean 

Full-time staff 1 59 38.42 80.010 10.416 

2 62 38.42 82.417 10.467 

Ownership of China 
operation 

1 59 2.03 .414 .054 

2 62 2.02 .424 .054 
 

Independent Samples Test 

  Levene’s 
Test for 
Equality 

of 
Variances t-test for Equality of Means 

  

F Sig. t Df 

Sig. 
(2-

tailed) 
Mean 

Difference 
Std. Error 
Difference 

95% Confidence 
Interval of the 

Difference 

  Lower Upper 

Full-time 
staff 

Equal 
variances 
assumed 

.051 .822 .010 119 1.010 .014 14.778 -29.257 29.266 

Equal 
variances 
not 
assumed 

  

.010 118.951 1.010 .014 14.767 -29.236 29.244 

Ownership 
of China 
operation 

Equal 
variances 
assumed 

.018 .929 .233 119 .816 .018 .076 -.133 .169 

Equal 
variances 
not 
assumed 

  

.233 118.926 .816 .018 .076 -.133 .169 

 
The quantitative and qualitative data collected are analysed comprehensively in Chapter 

1 in order to determine the impact of business strategies on the performance of firms in 

the market. This appendix reveals the various analyses undertaken in this study as well 

as the hypothesis test for the entire study.  
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A.6.3 Reliability and Assessment of Statistical Fit 

Reliability 

Onwuegbuzie, Roberts, & Daniel (2005) argued that correlational analysis (e.g. multiple 

regression analysis, and factor analysis) is useful to check the reliability of a scale.  

Reliability means that a scale should consistently reflect the construct it is measuring.  

They asserted that if a questionnaire is used to collect data, authors should provide 

reliability coefficients of the scores of the data being analysed.  Interpreting the size of 

observed effects requires an assessment of the reliability of the scores.   

 

Cronbach (1951) proposed a measure that is loosely equivalent to splitting data in two 

in every possible way and computing the correlation coefficient for each split.  The 

average of these values is the Cronbach’s alpha.  Cronbach’s alpha is the most common 

measure of scale reliability.  Onwuegbuzie, Roberts, & Daniel (2005) suggest that a 

Cronbach’s alpha as low as 0.60, but no lower, is acceptable.  All the items in the 

sample meet the minimum threshold.  No items are dropped in order to gain the highest 

possible alpha and thus reliability.  Tables 1, 2 and 3 indicate items in the sample and 

their reliability coefficient. All factors met the required 0.6 threshold for the Cronbach’s 

alpha.  Therefore, all variables were accepted for subsequent analyses. 

 

The data analysis consisted of three stages. In Stage 1, factor congeneric analyses were 

conducted to determine the validity of items for measuring the construct. One-factor 

congeneric analysis for differentiation, low cost and performance as a latent constraint, 

respectively, tested whether some of its indicators should be deleted as measures of 

collegiality. In Stage 2, a single relationship test for differentiation and performance was 

conducted between the predictive and outcome variables. In Stage 3, the identified 
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structural equation models were used to test the hypothesis, and the findings were 

discussed. 

 

Schreiber et al. (2006) comprehensively reviewed the result reports of studies using 

SEM and confirmatory factor analysis (CFA) as the primary statistical analysis 

techniques and provided a basic set of guidelines and recommendations for information 

that should be included in such reports. This study will use cutoff criteria, as suggested 

by Schreiber et al. (2006), as general guidelines for determining model fit. 
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Appendix 7: Data Analysis for Study 3 

The twenty-first century's increasing competitive landscape would require the 

combination of entrepreneurship and strategic marketing as pathways to help service 

firms successfully enter emerging markets. Integrating entrepreneurial and strategic 

studies has long been acknowledged is necessary for firms to achieve superior financial 

performance and growth (Atuahene-Gima, 1996; Dess & Davis, 1984; Mintzberg, 1988). 

On the other hand, entrepreneurial and strategic studies are complementary, not 

interchangeable (Hitt & Ireland, 2001). This is because of its value to firms competing 

in a competitive environment characterized by uncertainty, and rapid change. The 

entrepreneurial marketers’ capability to identify and pursue entrepreneurial 

opportunities, assess risk and organize learning about the new market, is valuable in 

dynamic and uncertain environments. The integration of entrepreneurial and strategic 

perspectives to design and implement entrepreneurial strategies is necessary for firms to 

create maximum wealth (Hitt et al., 2001c). 

A.7.1 Analytical Methods 

Construct validity is essential to marketing research because misspecification of 

dimensions can cause difficulty in understanding relationships between the construct 

and related dependent variables, which can lead to inaccurate empirical results. SEM is 

a powerful multivariate analysis technique that includes a few specialised analysis 

methods. CFA could be seen as a special type of SEM. This study used CFA to test the 

multidimensionality of the theoretical framework as proposed in Section 3.3.1. 

Specifically, this application tested the hypothesis that perceived entrepreneurship is a 

multidimensional construct composed of three factors: opportunities, risk assessment 

and learning about the new market. Factors consistent with the theoretical framework 

were correlated, and errors associated with each measure were uncorrelated. The 
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constructs were used in the final structural equation models, after  their dimensionality 

was tested.  

 

The AMOS SEM programs and t-test were used to test Hypotheses 1b, 2b and 3b, 

which stated that there is a positive relationship between informal information and the 

key constructs of entrepreneurial marketing. In statistical hypothesis testing, it is 

considered to be a numerical summary of a dataset that reduces the data to one value 

that can be used to perform a hypothesis test (Luke & Scott, 2004). A t-test was 

considered more appropriate for this study than a z-test because the true/population 

standard deviation and mean were not known. Moreover, as the sample was not very 

large, there were concerns about the assumption of normality. The desired level of 

significance, or alpha at P=.05, cutting off 2.5% of the distribution in each tail. 

 

Table 44: Analytical Methods 

Examination of 
Measurements 

Type of test Type of analysis Software 

Test the reliability Reliability analysis SPSS 
Test the validity of elements 
for measuring construct 

One-factor 
congeneric analysis 

AMOS 

Test relationship between 
predictive variable and 
outcome variable 

Single relationship 
test in SEM 

AMOS 

Hypothesis 
testing 

Test the hypotheses  CFA of full model AMOS 

Test the hypotheses The t-test SPSS 

 

A.7.2 Reliability 

Items used to form a scale need to have internal consistency. This means that all items 

should be highly correlated with one another to measure the same thing. Cronbach’s 

alpha is a useful coefficient for assessing internal consistency – that is, how closely 
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related a set of items measuring a single latent construct is as a group. A higher 

Cronbach’s alpha suggests that there is a relatively high intercorrelation between items, 

or internal consistency. There are different reports about acceptable Cronbach’s alpha 

values, ranging from 0.70 to 0.95 (Tavakol & Dennick, 2011). Table 50 indicates that 

all items met the required 0.70 threshold for reliability. Cronbach’s alpha for 

opportunity is 0.76, suggesting that the nine items in the survey have an acceptable level 

of internal consistency. Cronbach’s alpha for risk assessment is 0.70, indicating that the 

nine items reliably assess the same construct: risk assessment. The Cronbach’s alpha for 

learning about the new market is 0.70, which indicates that the seven items reliably 

assess the same construct: learning about the new market.  

Table 45: Construct Reliability 

Construct Number of Items Cronbach’s alpha 
Opportunity 9 0.76 
Risk Assessment 9 0.70 
Learning about the New 
Market 

7 0.77 

A.7.3 Assessment of Statistical Fit 

All the constructs in this study are multi-item measures. After measuring the internal 

consistency or reliability of scales, CFA is most appropriate test for measuring the 

reliability of multi-item measures of theoretical constructs (Mullen et al., 2009). CFA is 

a form of factor analysis used to test whether measures of a construct are consistent with 

a hypothesised model that reflects its nature. As such, its objective is to test whether the 

data fit a hypothesised measurement model. For example, in CFA, if it is posited that 

factor A and factor B are unrelated, then the model that proposed a correlation between 

the two factors is constrained to zero. Model fit measures could then be obtained to 

assess how well the proposed model captured the covariance between all the items or 

measures in the model. If the constraints the researcher has imposed on the model are 

inconsistent with the sample data, then the results of statistical tests of model fit will 
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indicate a poor fit. If the fit is poor, it may be due to some items measuring multiple 

factors or some items within a factor being more related to each other than others. 

 

A.7.4 Validation of the Latent Constructs 

It is important to check whether measures used for the constructs represent the 

phenomenon that they are intended to represent. MacKenzie et al. (2011) suggest that 

latent constructs be assessed with Average Variance Extracted (AVE) and Composite 

Reliability (CR). Fornell and Larcker (1981) suggest that an AVE greater than 0.5 and a 

CR greater than 0.6 are desirable, as they indicate that the latent construct accounts for a 

majority of the variance in its indicators on average. CR and AVE were calculated 

manually by computing formulas given by Fornell and Larcker (1981) using Microsoft 

Excel 2010 as follows: 
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