Cambod. J. Internat. Stud. 3, 85-107

Analysis of the Factors influencing Market Entry by a Life Insurance
Firm into Cambodia

Pichpisey Lem,?
The Tony Fernandes School of Business, The University of Cambodia,
Northbridge Road, Phnom Penh, Cambodia

Abstract

The aim of this research is to provide a short review of the factors which have
been identified as determining whether and how firms decide to enter into
markets overseas. Various ‘push’ and ‘pull’ components are identified, leading
to the identification of six key determinants related to cultural, institutional and
other issues regarding the potential host country. Thereafter, a qualitative case-
study based on interviews with the CEO and General Manager of the
Cambodian branch of Manulife, a Canadian multinational in the insurance
industry, is used to identify the relative importance of these determinants in this
particular service sector. In addition, some factors not previously considered
were identified, including the importance of education and training to promote
public awareness and understanding of new products and services.

l. Introduction

Firms go international for many reasons, but these may be based primarily on internal
factors, such as the firm’s unique competence and excess capacity; or external ones, such
as opportunities and following others. In going international, a firm may select a particular
entry mode: according to Lin (2000; see also Laufs et al., 2016), there are four common
types of foreign market entry mode:

1) exporting;
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2) licensing one or more local agents;
3) establishing an international joint venture; or

4) opening a wholly-owned subsidiary.

When firms seek to go international, the choice of a suitable market entry mode is one of
the strategic decisions they face. Their choice helps to determine the degree to which a firm
is exposed to the host country (Laufs et al., 2016). Thus, the more resources that it commits
to the host country, the greater the risk of losing them if the enterprise fails; moreover, its
strategic flexibility in terms of other investments may become constrained as a result of

these commitments leading to exit barriers (Laufs et al., 2016).

Gatignon and Anderson (1988) found that, whereas firms with limited international
experience in foreign markets usually go for a low involvement mode of operation (e.g.
exporting) in order to gain experience, those with a long history of international business
activities prefer to open a wholly-owned subsidiary or sole ownership firm. In the case of
service firms, Erramilli (1990) found likewise: those with adequate experience abroad prefer
to open wholly-owned subsidiaries, given that they need to locate production facilities in

the target country’s local markets.

In selecting a market entry mode, firms mostly consider factors based on experience and
analysis (Albaum and Duerr, 2011). In this context, ‘experience’ refers to either the firm’s
own experiences abroad, or those of its business partners or other companies in a foreign

country.

When going international, firms need to understand certain factors that influence the
behavior of international markets. According to Albaum and Duerr (2011, p. 175), global

markets are affected by four major components:
1) economic forces;
2) competition;
3) culture and societal structure; and

4) associated political and legal forces.

Increasing numbers of various types of firms from elsewhere in Asia, as well as Europe and

North America have entered Cambodia for reasons including the nation’s geographical
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location in Southeast Asia and government’s policies for promoting foreign direct
investment and economic growth.2 Whilst Cambodia only has a population of 16 million
mainly young people, it is integrated as a member of ASEAN, whose ten nations comprise
market of 550 million people with a GDP of US$600 billion and access to AFTA.3
Furthermore, Cambodia has preferential access to European and North American markets.
More specifically, relatively low wages, liberal government policies on business and

extensive opportunities for tourism are also attractive*.

China has become Cambodia’s top investor. According to a report by The Khmer Times,
China topped the list of foreign investing countries in Cambodia over the 23 years from
1994 to 2016, with total investment reaching 14.7 billion U.S. dollars.5 In 2016, based on a
report by Cambodian Council for Development, China ranked number one in terms of
investment in the kingdom with investment amounting to USD29.92 million, Japan ranked
the second with investment of USD22.78, followed by Thailand (USD4.61 million), South
Korea (USD4.59 million), the United States of America (USD3.38 million), Singapore
(USD3.03 million), Vietnam (USD2.45 million) and India (USDO0.55 million).®

The textile and clothing industries attract the most investment from foreign countries; this
includes firms that were based in China but which decided to move to Cambodia due to
cheaper labour and other costs and the desire to limit their overwhelming reliance on
factories in China (Wang et al., 2008). Also, Chinese firms have established production
bases in Cambodia in order to enter the markets of the European Union, North America and
elsewhere more smoothly. Thus Cambodia enjoys favorable treatment of these exports to
European Union markets through the Everything But Arms initiative, as well as duty- and
quota-free market access to Australia, Canada and Japan (Wang et al., 2008).

In addition, “some of Japan’s biggest manufacturers are also rushing to set up operations in

Phnom Penh to make wiring harnesses for cars and touch screens and vibration motors for

2 http://www.cambodiainvestment.gov.kh/why-invest-in-cambodia.html

% Ibid.

4 Ibid.

® https://www.khmertimeskh.com/75376/china-investments-made-cambodia/

¢ http://www.cambodiainvestment.gov.kh/why-invest-in-cambodia/investment-
enviroment/investment-trend.html
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cellphones. European companies are not far behind, making dance shoes and microfiber

sleeves for sunglasses.””

Apart from the garment and textiles industry, there is relatively little academic literature
about what leads foreign firms to decide to expand their operations into Cambodia. The
present paper will focus on the life insurance industry, where one foreign company has
pioneered the re-emergence of this service through establishing a local subsidiary in 2012.
Whilst an insurance industry was developed in post-colonial Cambodia, this was destroyed
by the disastrous Khmer Rouge regime, 1975-1979. Thereafter, a Cambodian general
insurance industry resumed in the early 1990s; the Cambodian government adopted new
insurance laws in 2000, followed by relevant regulations in the subsequent years.

The following sections will, first, review some basic theory regarding the determinants that
influence which of the four common modes of market entry a foreign company is likely to
select when expanding into a new country. Thereafter, following a brief review of recent
developments in the insurance scene in Cambodia, a case-study is presented of Manulife
Cambodia to identify the factors which determined its decision to expand into the

Cambodian insurance market.

I1. Factors Influencing the Best Mode of Entry into a Foreign Market

This section provides a brief review of the factors determining which strategy a company
should adopt when it seeks to establish a long-term commitment in a prospective foreign
company. As noted in the Introduction, there are four main strategies (Lin, 2000): apart from
simply exporting products, these are licensing or establishing either an international joint
venture or a wholly-owned subsidiary. At one extreme, firms rely on independent
distributors to handle their exported products, thereby alleviating the need for investment in
assets in the host country At the other (Lin, 2000) is the last alternative, where a firm chooses
to integrate and perform all the production, marketing and R&D functions itself by

establishing a local subsidiary company.

7 https://www.nytimes.com/2013/04/09/business/global/wary-of-events-in-china-foreign-investors-
head-to-cambodia.html
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Samiee (2012) also examines the ‘L-V’ market entry model of Lépez-Duarte and Vidal-
Suérez (2012) , in which the role played by a target country’s formal and informal
environment on the choice between wholly-owned subsidiaries and international joint
ventures have been specifically focused on. The study of 302 market entry decisions from
27 countries shows that the proportion of joint ventures is much more higher than that of
wholly-owned subsidiaries, in which 70% of the decisions tend to prefer the former (Samiee,
2012).

Samiee (2012) concluded that risk reduction is the main source of evaluation of international
market entry and its appropriate mode. Companies use most of the time in studying and
developing measures in assessing such risks. According to Samiee (2012), firms’ market
entry choices are based upon different stages of their life cycles and confront dynamic and

different internal and external conditions.

Samiee (2012) also concluded that the L-V model offers a modest 15% improvement in
entry mode classification over chance. Given a hoped-for long-term investment, Samiee

(2012) proposed three groups of factors which influence the mode of market entry:

1) ownership and control issues;

2) country risk and development level; and

3) cultural distance (CD).
The L-V model’s contribution demonstrates that Hofstede’s CD measures based on four as
well as the six dimensions are predictors of international joint venture versus FDI entry

mode choice across five of the six models tested (Samiee, 2012).

On the other hand, Albaum and Duerr (2011) recognized a diversity of factors such as
internal drivers, economic forces and host country characteristics — including culture,
cultural distance, political risk and language, governance quality — as well as the firm’s

geographic experience and its CEQ’s characteristics.

1. Push and Pull Factors

Others have distinguished between ‘push’ and ‘pull’ factors associated with economic and
other issues: the former relate to internal drivers for expansion, whilst the latter relate to the

attractiveness of potential outside markets. For example, a qualitative study of four Turkish
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firms in the retail textile and ready-to-wear industry (Erdomus et al., 2009) found that push
factors included characteristics of the firm and their decision makers, while the pull factors

were the role of the host government, competition and other economic conditions.

In addition to the concept of push and pull factors, matching needs to be considered.
Matching refers to facilitation of business relationships between countries and parties in
which global, macro, and micro levels can be taken into consideration (Erdomus et al.,
2009). At the global level, matching refers to international organizations that give financial
support or facilitate trade agreements to develop mutual benefits between the parties
involved in the international activities. Matching at the macro level refers to governments
of home and host countries that give support to business activities through delegation,
subsidies, or any other involvement; whilst at the micro level, it means a company’s
involvement in activities that lead to success in their business operations (Erdomus et al.,
2009). In a study of 208 Hong Kong firms, O’Cass et al. (2012) found that they made
strategic decisions to move into economic zones in mainland China based on matching
factors such as the characteristics of the firm and its products, as well as those of the home

and host regions; the firm’s size was not found to be important.

With regard to Cambodia, Wang et al. (2008) found that most Chinese firms established
production bases in order to more smoothly enter the markets of the European Union and
North America as a pull factor, together with government policies and other incentives. Push
factors for why some Chinese firms decided to move to Cambodia were the appreciation of
the Chinese currency and the increasing labor costs and the price of land and raw materials

in their own country.

Based on a study of 635 Japanese firms operating in China, Lin (2002) found that wholly-
owned subsidiaries were more likely to be chosen as the route for market entry where push
factors are strong; and when there is a greater risk involved in an emerging market,
providing that they have the risk-absorption capability. This was especially the case for
firms with a better knowledge of doing business in the market. On the other hand, a good
relationship with the host government was positively related to choosing a joint venture in
China (Lin, 2000).
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2. Economic Forces

Economic forces are one of the main push/pull factors influencing the market potential and
mode of market entry at any point of time. Following Albaum and Duerr (2011),
infrastructure, energy and transportation facilities greatly impact a country’s business
environment. Thus, according to Terpstra and Sarathy (1994), when economic infrastructure
functions well in a host country, that country is able to absorb foreign direct investment
(FDI). Douglas and Craig (1995) found that a poor economic infrastructure may lead to a
substantially different decisions between manufacturing firms and those in the service
industry regarding market entry mode. Manufacturing firms can trade with markets that
have poor economic infrastructure from a distance via exporting, but service firms may seek
to find alternatives for their market entry mode in such a situation. Where economic
infrastructure is inadequate, service firms are more likely to favor either exporting, joint
ventures, management contracts or franchising rather than wholly-owned subsidiaries
(Douglas and Craig 1995).

3. The Cultural Dimension

This is clearly a critical consideration. Albaum and Duerr (2011) emphasized that culture is
an omnipresent environmental variable impacting international export marketing activities
and should be taken into serious consideration when dealing with foreign markets. Thus the
influences of the religious, educational, and social system of a society are common concerns
for international managers (Albaum and Duerr, 2011). Language issues are also important
(Duarte and Suarez, 2012).

On the one hand, certain types of products may be affected by some cultures: for example,
pork and other products which are considered halal are not acceptable in Muslim societies.
Culture will also affect advertising themes to sell products: for example, advertisements for
diamonds worn by romantic and sophisticated couples are effective in the United States and

European countries, but not in Japan (Albaum et al., 2011, p. 176).

Cultural differences also apply with regard to human relationships and the way people
interact and work together. For example, Albaum and Duerr (2011) stressed that these

influences are often reflected through attitudes and human behaviors, as well as in the values
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and motivations of people. Thus, to avoid costly mistakes and misunderstandings, incoming
foreign managers need to understand the local culture in order to avoid conflicts at work, so
that they are not alienated from their new colleagues. They can also affect business practices
with customers and others: for example, status relationships, practices in both giving and
receiving gifts, and personal characteristics (Albaum and Duerr, 2011). According to
Hofstede (1983), social interactions can be divided into two categories: so-called high and
low context cultures. The United States is an example of a low context culture: they readily
express their opinions and, in negotiations for example, they are direct in expressing and
defending their position. In a high context culture such as Japan, on the other hand, people
take time to get to know a potential partner first, in order to avoid arguments and

confrontation during any negotiations.

Thus a consideration of cultural differences is important in the selection of foreign market
entry mode (Kogut and Singh, 1998). Considering cultural differences in a broad context,
institutional differences in governance issues and political risks are an important source of

concern.

4. Governance Quality

Governance reflects a formal aspect of differences between cultures. In a study of 2,451
entries by Taiwanese firms into 13 countries, Chang et al. (2011) found that governance
quality played an important role when choosing entry mode. When the latter is poor, wholly-
owned subsidiaries are the preferred option, whereas joint ventures are favoured when the
governance quality of the host country is satisfactory. The impact of poor governance is
accentuated when there is a greater difference in other ‘less formal’ aspects of cultural
distance between the home and host countries: the desire for full control of operations rather
than through local collaboration further favours the opening of wholly-owned subsidiaries.
On the other hand, such considerations are less important where governance quality is
satisfactory. Chang et al. (2011) discussed these differences from a Transaction Cost
Economics perspective relating to international business strategy and the high costs of

contracting out work to local firms.
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5. Political Risk

Duarte and Suarez (2010, 2012) found that firms prefer international joint ventures over
wholly-owned subsidiaries in host countries characterized by high levels of both political
risk and cultural distance, as a means of increasing flexibility and sharing risks with a local

partner, whilst reducing commitment of their own resources.
6. CEO Characteristics

Based on an e-mail survey of 1,730 German SMEs with international activities in 27
international markets, Laufs et al. (2016) considered the impact of the CEO’s age, duration
of tenure and international experience on their company’s choice of entry mode into foreign
markets; and how this was associated with the firm’s geographic experience and the host
country’s political risk. They found that a combination of the three variables (CEO’s age,
tenure and international experience) along with the firm’s geographic experience and the
host country political risk could clarify how SMEs decided between foreign market entry

modes.

7. A Synthesis of VVarious Hypotheses Regarding Market Entry Mode Choices

Arising out of this, market entry is likely to be dependent on a variety of factors. Whilst four
broad categories have been identified in the Introduction as drivers for efforts to move into
a new territory, the foregoing survey suggests that particular factors may be identified as
being of potential primary importance in determining the success or otherwise of such an
enterprise. Hence, for the present analysis of Manulife in Cambodia, the following initial
propositions were identified as possible determining factors for the initial move into a
foreign country in order to successfully establish a wholly-owned subsidiary rather than
adopting an alternative mode of market entry.

Proposition 1: Market entry likelihood is inversely related to the perceived cultural
distance between home and target markets. Culture has been viewed in most studies as
the main factor that influences foreign market entry mode decisions in a broader context
(see Section 11.3). According to Samiee (2012), culture is an integral part of many such
decisions, where cultural distance relates to how close or far apart are individual values and

beliefs vis-&-vis target investment projects. Samiee refers to the work of Davidson (1980),
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who found that firms prioritized investment decisions based on cultural distance, while
targeting countries that are perceived to be similar and geographically closer. Additionally,
Samiee refers to Ronen and Shenkar (1985) who considered that cultural distance has much
greater influence on the internationalization at the initial and early stages as it can play a
role of risk reduction indicator. In addition, Samiee (2012) indicated that 70% of the
decisions by 302 firms in 27 countries tend to prefer the choice of joint ventures over
wholly-owned subsidiaries when it comes to the interaction between political risk and

cultural distance.

Proposition 2: Market entry likelihood is dependent on the perceived governance
guality in the target market. Chang et al. (2011) proposed that governance quality plays

a contingent role when choosing entry mode (see Section 11.4).

Proposition 3: Market entry likelihood is is dependent on the past period of political
stability in the target market. As noted in Section I1.5, Duarte and Suérez (2012)
concluded that political risk plays a vital role as a moderator of the impact of cultural
distance on the choice between wholly-owned subsidiaries and international joint ventures.
Similarly, Samiee (2012) concluded that firms spent most of their time in evaluating risk
reduction and developing measures in assessing such risks in the evaluation of international

market entry and its appropriate mode.

Proposition 4: Stable long term economic growth in the target market favours market
entry As noted in Section 1.2, economic forces are one of the main factors influencing the

market potential and market entry at any point of time.

Proposition 5: Market entry likelihood depends upon the CEQ’s attitude and approach
toward the target market The approach of the CEO in the firm’s headquarters has been
found to be influenced by their age, period of tenure and international experience which, in
combination with other factors (e.g. the firm’s geographic experience on an organizational
level; the host country’s political risk), play an important role in making the complex
decisions regarding choosing a mode of market entry (see Section 11.6).

Proposition 6: Market entry likelihood is favoured, the longer a firm has been doing
business elsewhere in that geographical area In Section 11.6, a brief review indicated that

a firm with limited international experience is likely to limit its investment through being
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involved in the likes of export operations so as to gain experience before getting more deeply
involved; whereas one which has been engaged in international business over a long time

period is likely to prefer a wholly-owned subsidiary or sole ownership.

Cultural distance —

Governance quality

Political risk

------- Market Entry?

Economic
forces/growth

CEO Characteristics

Firm’s geographic |
experience

Figure 1 Suggested theoretical framework, based on the six propositions

enumerated in the text.

I11. The Life Insurance Industry in Cambodia: A Brief Overview

According to the Insurance Association of Cambodia (IAC, 2014), the Cambodian
insurance industry is still in an early stage of development, but it has become increasingly
active since some important key players entered the country.® Of the at least 11 insurance
companies which have been licensed by the Cambodian government to operate in the
country, three are key players (CLMV Capital Asia, 2013): Cambodian Life Insurance,

8 www.iac.org.kh
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Manulife, and Prudential PLC. In addition, there are two more licensed as micro-life

insurers, Prevoir and Meada, according to CLMV Capital Asia.’

IAC (2014) also indicates that the life insurance sector has grown rapidly due to Cambodia’s

young population and the economic growth of 7.7% over the last several years.

The aim of the present study is to identify factors influencing market entry made by one of
these international service firms, Manulife, moving into the developing Cambodian market,
evaluated in the context of the hypotheses regarding market entry modes proposed in

Section 11.7, above.

IVV. Manulife Financial in Cambodia — A Case Study
1. Introduction

Manulife Financial is a leading Canada-based financial services group with principal
operations in Canada, the United States and Asia. With over 100-year experience in the
insurance sector, the company has reached more than 28 million customers worldwide,
providing a wide range of insurance, investment, wealth management and financial planning
services. In regards to its employment, the company had more than 34,000 employees, over

82,000 agents, and thousands of distribution partners by the end of 2018.1°

Manulife moved to Asia in 1897, and the company has presented in 10 countries in the
region up to date.!! In Cambodia, Manulife started its operations as the first international
life insurance firm since June 28, 2012, and it has recently been reaching more than 90,000

Cambodian customers.*?

2. Methodology

A qualitative method was used. Thus, as is the basis for such studies (Miles and Huberman,
1994), it serves to provide insights regarding Manulife’s entry into the Cambodian market

and its subsequent experiences therein.

o www.clmvcapital.com

10 https://www.manulife.com.kh/en/about-us/our-story/our-brand.html
1 Ipid.

12 Ipid.
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One set of primary data was based a 45-minute interview of Mr. Robert John Elliott, CEO

and General Manager of Manulife Cambodia, on a television program called ‘Cambodia

Global Dialogue’, hosted by Dr. Sok Siphana (an advisor to the Royal Government of

Cambodia) and aired on Southeast Asia TV in 2016. The second was a recorded personal

40-minute interview with Elliot by the author in 2017 about factors influencing market entry

of international life insurance firms in Cambodia: an interview guide was used while the

interview was being conducted and to code the subsequent transcript (Table 2).

Table 1 Table of codes for the analysis of the possible role of six independent variables

and one dependent component: see Section I1.

Variable

Cultural Distance

CEO Characteristics
Political Risk
Governance Quality

Economic Forces

Firm’s Geographical Experience

Market Entry Mode

Key words/explanation

This refers to differences in values and communication styles

that are rooted in culture (high vs. low context).

Including age, tenure, and international experience
Political stability in host country
Quality and characteristics of host country’s governance

Including infrastructure, energy, transportation facilities, as
well as other factors which influence decision-makers when it
comes to entry mode choice by international firms including

life insurance service-providers to enter a foreign country.

Practical contact with and observation of facts and events by a

firm in a particular area/region

Typically this may be by one of four common types: 1)
exporting, 2) licensing, 3) equity joint venture or 4) wholly

owned subsidiary.
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In the following, references attributed to Elliott (2016) refer to comments by Elliott on the
TV talk show; whilst those attributed Elliott (2017) refer to his comments in the interview

with the present author.®

In addition, a recorded South East Asia TV talk show on the ‘Cambodia Global Dialogue
about Life Insurance in Cambodia’ was used as one secondary data source in order to enable
a triangulation of all data collected. Triangulation is a tool developed to help researchers
conduct qualitative research based on multiple data sources. According to Yin (2013), it
should be based on more than one single source when using case studies for the research.
“When you have really triangulated the data, the events or facts of the case study have been
supported by more than a single source of evidence” (Yin, 2013). In this study, a few sources
were used to ensure the accuracy of data collected. Personal interviews with the CEO of a
life insurance firm, a TV talk show about life insurance in Cambodia and information from

the company’s website were viewed and used.

The above approach reflects the fact that acquisition of adequate such data rests on three
basic principles: 1) the use of multiple sources of evidence, 2) the creation of a database
with an organized archive of all documents, and 3) maintenance of a chain of evidence (Yin,
2013). Thus responses during the interviews were double-checked against information on

the corporate website and elsewhere in order to confirm the response.

Thereafter, the flow model of Miles and Huberman (1994) was used for data analysis. This
consists of four stages: 1) Data collection, 2) Data reduction, 3) Data display and 4)

Conclusion drawing/verification-summary and the implications of the overall findings.

3. Results

According to Elliott (2017), the reason that the company decided to move to Cambodia was
because the company received a green light from the Royal Government of Cambodia to

star operating in 2012 as the first life insurance in the country.

13 After reviewing the draft of this section, Elliott suggested that the following statement should be
included: “All opinions, analysis, extraction of facts and paraphrasing of the interviews related to
Manulife Cambodia included in this research are edited for academic purpose. All of them are
those of Mr. Lem Pichpisey and do not represent or reflect in any way of those of Manulife
Cambodia and its affiliates.”
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Manulife came to Cambodia because the Ministry of Economy and Finance
granted us an operating license. Cambodia did not have life insurance at that
time and so Manulife is the first foreign wholly owned company to come to

Cambodia.

This was reinforced by the fact that the Cambodian government allowed foreign companies

to have 100% ownership.

In response to a follow-up question on other factors influencing Manulife’s market entry
into Cambodia, Elliott (2017) mentioned the commitment of the firm to the geographical
region, the host country’s sustainable economic growth, the increase in personal income and
the anticipation of the firm’s anticipating that there would be the growth of family protection

by the emerging middle class of people in the host country. Thus Elliott (2017) noted that:

we are committed to Asia and to the ASEAN countries. Manulife is currently
operating in 11 markets in Asia including in Cambodia. So it is very natural
with Cambodia opening up, inviting foreign investment that this increases our
footprint in Asia. ... The industry is about long term planning so people will
consider life insurance while they have something to protect: peoples’ incomes
go up, they get married, they have children, so they are making long term

commitments.

The interview’s subsequent questions focused on various other more specific factors that
influenced the firm to decide to open a subsidiary in Cambodia. Arising out of the foregoing
responses and the more detailed feedback from these follow-ups, a set of conclusions can
be proposed regarding factors which serve to encourage a multinational services firm to
open a wholly-owned subsidiary in a foreign country such as Cambodia, summarised in

Figure 2 as an update on the propositions outlined in Section Il above and in Figure 1.
4. Discussion

The following will first consider whether the foregoing provides support or otherwise for
each of the propositions in Section Il and Figure 1. Apart from the original six propositions

and their corresponding conclusions (supported or otherwise), the results of the present case
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study suggest four other important factors (Conclusions 7-10), although these are likely to

be subsidiary ones.

Governance quality |——

Political stability

Economic growth

(CEO Characteristics)

A Firm’s Geographic
experience

Customer familiarity |  r-----2 Market Entry
with imported product/

service through training
and education

Host country’s
ownership laws to FDI

The commitment of firm
to certain geographical
area

Customers’ adaptation to
technology

Figure 2 Updated theoretical framework

Conclusion 1: Market entry likelihood is inversely related to the perceived cultural
distance between home and target market is rejected In response to the question about

culture, Elliott (2017) expressed his belief that Cambodian people have a good culture by
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taking care of their family members, community and society, and that this kind of culture
would benefit the firm when entering the host country’s market. In regard to cultural
distance, Elliott (2017) means that this country has become more adaptive to the equality
between men and women through the fast growing of technology in the country, while he

also observes the number of women is increasing at the work place.

In fact, it is quite impressive that women here work and they are quite

independent. I don’t see any barrier at all to doing business here (Elliott, 2017).

Additionally, Elliott (2017) sees culture/cultural distance in Cambodia in the same view to
that of culture in other countries that would enable the life insurance business to be
prosperous when entering it. “I don’t see there is culture difference between people in

Cambodia and in other countries” (Elliott, 2017).

The expectation from the literature review was that market entry likelihood increases the

greater the perceived cultural distance between home and target market.

In comparing the expected result and that found in this study, the theoretical expectation is
not supported since the respondent sees cultural distance in the host country is no difference

from the home country, Canada’s and other countries. Therefore, proposition 1 was rejected.

Conclusion 2: Market entry likelihood is dependent on the perceived governance
guality in the target market is supported Elliott (2016) refers to the level of collaboration
between the regulators who work at the Ministry of Economy and Finance and his firm:

The Ministry of Economy and Finance ... has a vision for Cambodia in a
financial plan and insurance plays an important role in that and so it has been
truly collaborative because we didn’t know much about Cambodia when we

first arrived.

Similarly, Elliott (2017) compares the Ministry of Economy and Finance’s work to oversee
the development of the country’s insurance sector to Manulife’s international standard of

governance, and the collaboration with the company.

Based on these comments by Elliott, it seems governance quality of the host country is one
of the factors that stimulate positive impact on the life insurance business in the country.

This is consistent with Proposition 2, above: whilst Chang et al. (2011) found that
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governance quality was relatively unimportant in their survey of a large number of
Taiwanese companies which had expanded into other countries, this was in a situation where

cultural differences were high.

It is important to note that this conclusion is contingent upon the following two, to a greater

or lesser extent.

Conclusion 3: Market entry likelihood is dependent on the past period of political
stability in the target market is supported Elliott (2017) stated that his firm sees Cambodia
as politically stable: “...we don’t see that there is a potential big risk in Cambodia as it has
quite a long period of stability.” This supports Proposition 3, above: Manulife Cambodia is
a wholly-owned subsidiary, consistent with what might be expected from other studies (e.g.
Duarte and Suérez, 2012).

Conclusion 4: Stable long term economic growth in the target market favours market
entry is supported In the case study, the respondent emphasized that constant economic
growth of the host country is one of the factors that is relevant to the firm’s choice of market
entry mode. Thus Elliott (2017) mentioned that before making the decision, the board of
governors of the company seriously examined the economic growth of the target market,
Cambodia, and they saw it was going well with sustainable growth of around 7% per year
for almost two decades as a pull factor. Thus Proposition 4 is confirmed: however, it should
be noted that those studies cited in the foregoing review considered mainly the development
of physical resources (e.g. infrastructure, energy, and transportation facilities: Albaum and
Duerr, 2011), whereas the local development of life insurance as a service industry which

depends on the downstream emergence of a middle class (see Conclusion 1, above).

Conclusion 5: Market entry likelihood depends upon the CEO’s attitude and approach

toward the target market is neither supported nor rejected In the present case study, the

respondent emphasized more specifically on his personal international experience.

For my point of view, my experience | suppose it suits the fact that | had worked
in the UK; I have worked in Hong Kong, in Singapore, and | have a lot of hands-
on experience when it comes to distribution of our product and the selection of
people and building successful teams and so on. So all of those things that

Manulife is a very good choice to the country’s encouragement about to come
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here, and | have been here for nearly five years, and we have built up a successful
company (Elliott, 2017).

However, according to Elliott (2017), he himself was not involved with the initiative to
move to the country: “No, | did not initiate the move to Cambodia” (Elliott, 2017). To
confirm proposition 5 or otherwise would require an interview with or other information
about the CEO of the parent company Manulife Financial at the time when the potential of
the Cambodian market was being explored. Nevertheless, given the long history of the
company in the region (see above and Conclusion 6, below), the proposition would be likely

to be supported.

Conclusion 6: Market entry likelihood is favoured, the longer a firm has been doing
business elsewhere in that geographical area is supported Elliott (2017) noted that the
Canadian-based company first entered Asia in 1897 and has established a long-term

commitment which has built on customer confidence in their products.

We have been here for over 120 years [including opening in] the Philippines in
1905. ... Manulife has been in Asia through two world wars. And at that time,

you know, Asia was very much involved with that. The company didn’t leave.

Elliott (2017) noted that the decision to explore the potential of Cambodia as a market as
likely initiated by Manulife’s regional headquarters in Hong Kong. Cambodia being an
emerging economy and thus a potential market, Manulife’s extensive experience in the
region gave them an advantage, making an early move into this market an attractive
proposition (Elliott, 2017).

This is consistent with Proposition 6 that market entry likelihood increases with the longer
a firm has been doing business in a certain geographical area. Thus Manulife Cambodia is
a wholly-owned subsidiary, consistent with what might be expected from other studies on

both manufacturing- and service-related firms (see Section 11.6).

Conclusion 7: More favorable foreign ownership laws in the target country encourage
market entry. Strictly speaking, this is mainly subsidiary to Conclusion 2 regarding

governance issues. Elliott (2017) emphasized that one of the most important reasons why
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Manulife chose to enter Cambodia was the full ownership policy by the host government
with regard to FDI.

The host country’s policy regarding foreign ownership in the target market would appear to
have received little attention elsewhere. Therefore, this finding creates another potential

opportunity for further research.

Conclusion 8: Market entry likelihood increases, the more the commitment to a
particular geographical area by an internationalizing firm As shown above, one of the
propositions related to firm’s geographical experience was confirmed. It was about the
business experience of a firm in a certain geographical area. In addition to this, Elliott refers
to the relationship between the firm’s commitment to the geographical region and its market
entry to the host country when explaining about the reason why the firm decided to enter

Cambodia.

“The factors that Manulife came to Cambodia, first of all we are committed to Asia and to
the ASEAN countries. Manulife is in Singapore, Indonesia, the Philippines, Malaysia,
Thailand, and Vietnam. So it is very natural with Cambodia opening up [and] inviting
foreign investment that this increases our footprint in Asia,” confirmed Elliott. Hence, a new

finding is that firm’s commitment to a geographical region exists.

This is another interesting factor which would appear to have received little attention and

suggests another area for future research.

Conclusion 9: Firms entering a new target market need to invest resources in
education and training in order to promote familiarity with new products and services
Strictly speaking, this is subsidiary to Conclusion 1 regarding cultural issues. On the
television talk show, Elliott (2016) mentioned the curiosity among people who had no prior

exposure to the concept of life insurance services and products.

I think we have a great opportunity in Cambodia, and because the industry is
new in Cambodia, [there] is a level of curiosity. ... we do seminars in Cambodia

and people are curious.

As a result, increasing familiarity with their ‘new’ products was essential for building up a

base of new customers, including through training of the firm’s staff.

104



Analysis of the Factors influencing Market Entry by a Life Insurance Firm into Cambodia

This finding is unique since customer familiarity with a new product/service in the context
of a developing market environment has not been considered in any of the previous literature
reviewed here. This variable — customer familiarity with new product/service — is worthy of
future research into the need to plan strategies for firms moving into a new market, in the

implications for the mode selected.

Conclusion 10: Market entry likelihood increases the more dynamic the technology
adaptation is by consumers in the target market. Like the preceding Conclusion, this is

related to Conclusion 1 regarding cultural issues.

In the present study, Elliott (2017) referred to the fast growth of adaptation to technology
among customers in the target market. This is important both for easy on-line dealings with
existing customers and for reaching out obtain new ones on the internet, including through

the social media.

V. Conclusions

The present study focused on Cambodia, a developing economy dependent on a low-wage
manufacturing sector, and the factors favouring the decision by an established international
service-provider to pioneer the opening up of the insurance sector, a market primarily

dependent on an emerging middle-class of higher wage-earners.

No support was found in the present case-study for one of the six propositions — cultural
distance — based on a brief review of some of the work of others regarding the role of major
factors in determining market entry strategies and their outcomes. This may reflect the fact
that insurance is resource-dependent but otherwise relatively culture-neutral. Another
proposition — regarding the CEO’s characteristics — could not be addressed due to a lack of
access to the upper management in Canada.

On the other hand, there was evidence for an additional four new factors influencing the

decision of Manulife to enter the Cambodian market and help ensure its subsequent success.
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