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Abstract

Impressions about the quality and reliability obgucts can depend as much on
perceptions concerning brand and country of orfguality cues) as on the evidence
of hard data regarding performance and failurel{gyuattributes). Although the
distinction between quality cues and quality atttés is a traditional area of research
in marketing, and more specifically in the studyostomer behaviour and
preferences, it has not previously been investiyai¢hin the context of
international technology transfer. In this paperfst use research in the machine
tool sector to illustrate this country-of origirfesft formation process based on
surveys among UK and Chinese companies with expezief technology transfer
and use of end-products. We then explore the imfdtios for Volvo as an
established Western automotive brand that has &esnired by the Chinese
company Geely Automobile Holdings, and which issfarring design and
manufacturing technology to enable production af neodels in China as well as
Europe. This uses a survey in Taiwan to establshians about Swedish-made and
Chinese-made Volvos across a range of purchasatgréa The results reveal some
important differences of opinion among nearly aéide various factors.

Introduction

Impressions about the quality and reliability obgucts can depend as much on perceptions
concerning brand and country of origin as on thdexnce of hard data regarding
performance and failure. In the marketing literafisuch perceptions are often designated as
quality “cues”, which are defined as stimuli re@@\through the senses that convey
information about the quality of products or seeg@rior to consumption (Amirani and
Baker, 1995; Steenkamp, 1990). On the other haard, data about quality and reliability,
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which gives rise to quality “attributes”, is oftenly available to consumers after
consumption and use.

An implicit assumption here is that internatioredtinology transfer is stimulated by gaps in
quality attributes, i.e. countries with lower qiyaliechnology tend to import better quality
technology. So, over time, the consequence of itmgptechnology becomes the creation of
a country-of-origin (COOQO) quality cue (Srinivasdajn and Sikand, 2004).

The COO effect is clearly evidenced from the infation contained in Table 1, which shows
the results of research carried out by Gallup dralief the American Society for Quality
Control concerning perceptions of product qualignf different countries of origin
(ASQC/Gallup, 1991). The survey was conducted apatout 1000 US, 1000 German and
1500 Japanese consumers. From Table 1a it cagelibat there is a clear consensus
between United States, Japanese and German custtiraedapan produces the best quality
televisions and video recorders. However, from &dlll the perception among the same 3
sets of consumers is that the best quality carsedoom their own country.

Table 1. Perceptions of different nationalities’ poduct quality
(Percentage of respondents choosing each countryarigin)

Table 1a. ‘Best quality’ TVs & VCRs (Source: ASQC/Gllup, 1991)

United States Japanese customers German customers
Country of origin customers
United States 28 2 2
Japan 66 91 59
Germany 1 1 37
Don’t know 5 6 2

Table 1b. ‘Best quality’ cars

United States Japanese customers German customers
Country of origin customers
United States 41 1 2
Japan 36 71 18
Germany 18 23 78
Don't know 5 5 2

Against this background, in our paper we first tleemachine tool sector to illustrate how
this country-of-origin effect formation procesdasilitated through the transfer of foreign
technology and availability of foreign brands toil@has a consequence of international

cooperation. We then explore the implicationsMolvo as an established Western brand
that has been acquired completely by the Chinesgany Geely Automobile Holdings. It
could be argued that this acquisition is more expenthan a standard form of technology
transfer of the type used for machine tools, so bawthe price premium paid for a brand be
justified over the value of the technology embeditheithe acquisition transaction?
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Country-of-origin effect in machine tool technologytransfer

Previous research about international technolagysfer in the machine tool sector has also
found evidence about the importance of COO (BerarettZhao 2004). Here, case study
investigations and surveys were carried out ambregetgroups: i) UK companies that had
transferred or were potential transferors of maehaol technology to China; ii) Chinese
machine tool manufacturers that had imported anr@d to import foreign technology; and
iii) Manufacturing companies in China that usedr@sie and foreign, as well as co-produced
machines (Bennett, Vaidya and Zhao, 1999).

From the surveys it was found that UK and Chineaaufacturers and Chinese users of
machine tools all recognised quality and reliapiéis being important for ensuring the
commercial success of technology transfer and dpéuce of additional value downstream in
the value chain. The results also showed that € @achine tools made in China using
transferred foreign technology carried a price puamover Chinese machines based on local
technology. But the price premium carried by impdrinachines was even higher, and this
difference was appreciated by Chinese users evea tinan UK and Chinese machine tool
companies (see top part of Table 2). What is ntbre difference in perceived price
difference was even greater for special purposéhmas, which for this type of machine was
appreciated more by the UK machine tool comparas either of the Chinese groups (see
bottom part of Table 2). From these results itlsamleduced that country of origin had a
strong, but similar influence on the Chinese grawgsrdless of whether the technology was
standardised or specialised. In other words, cguwfitorigin and brand were more important
than engineering content. On the other hand, fareigchine tool companies recognised the
importance of engineering content in special pugpuachines, so considered its value (and
hence price) to be commensurately higher.

Table 2. Country of origin effect on the price of machine tools sold in China

Price difference compared with equivalent
Chinese machine tools expected by:

: Chinese
UK h tool :
cn;:p :r:?e soo machine tool Chinese
companies USERS
General purpose CNC machines:
St mchites:-Gase. 27% higher \ 34% higher 33 % higher
foreign technology
liiftRese oG achifas 82% higher 84% higher (\ 87 % higher)
Special purpose CNC machines: /\
Chinese machines based on 79% higher 57% higher 46 % higher
foreign technology
334% higher 130% higher 112 % higher

Imported foreign machines
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Closer examination through the case studies redeateimber of important differences
concerning the perceptions and reality of qualitgt eeliability between the groups as well as
the perceived risks associated with technologysteanThese differences had a strong
influence on a number of factors including the eahissigned to the technology under the
transfer arrangement, the form and method of teanahd the long-term success of
partnership agreements.

These findings clearly have potential significafmecompanies that are considering the
strategic options for exporting products made ima@ountry plants, setting up local
production in overseas markets, and transferriolgnelogy to subsidiaries, joint ventures,
partners and licensees. It is especially for imgdrin the case of the car industry, which
often forms the cornerstone of industrial developtie emerging economies (Bennett and
Vaidya, 2005). The markets of such economies,qaaily in East Asia and Latin America,
have proved very attractive to established autoraatianufacturers, especially as the more
mature markets have flattened and declined. Thex¢fi@y need to have strategies that will
be adequately informed about the various risksawisfer as well as the opportunities for
sales in new foreign markets (Cha, 1995).

Introduction to China’s car industry

Until the late 1970s China was making fewer th&9@,passenger cars a year - barely
enough to ferry the political elite between bangquetowever, by 2001, when China joined
the WTO, its car output was 2.35 million and in 20ihad increased to around 14.5 million.
The six largest car manufacturers by volume areC§Shanghai Automotive Industry
Corporation), Dongfeng, FAW (First Automotive Woyk€hangan, BAIC (Beijing
Automotive Industry Corporation) and GAC (GuangziaiomobileGroup Co). China is
now the world’s biggest car market, with sales &b51Imillion compared with 13.1 million in
the USA.

China has also become a serious exporter of caf€89 it exported just six vehicles, but
now some of China’s leading manufacturers - inclgdbAIC, Geely, Chery, JAC (Jianghuai
Automobile Co) and Great Wall - are beginning ttakksh their brands overseas, especially
in fast-growing emerging economies such as in thglSEast Asian and Latin American
countries. In 2011 they exported almost 900,008.car

Japan and South Korea established their car mahdhggptries by shutting foreigners out of
their domestic markets, giving domestic brandspdiva audience to practise ddhina letin
the foreign carmakers, but on condition that theyk&d in partnership with local companies
— there are around 100 domestic car manufacturbesidea was that the Chinese makers
would learn the knack of producing world-beatingscand then be in a position of
developing independently.

Typically the large Sino-foreign joint venturestth@came established were named after their
home city followed by the foreign partner name. Tafdhe oldest joint ventures that were
formed in the 1980s were Shanghai Volkswagen anithBdeep. Other more recent
examples are Shanghai GM, FAW Volkswagen, BeijiegBand Changan Ford. All these
large joint ventures involve Chinese sate-ownedrpnises (SOES). The plan of the Chinese
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Government was that they should eventually becaatiesafficient and consolidate leaving
just a handful of very large companies that cowlcshpete on the world stage with leading car
manufacturers such as Toyota, General Motors arksWagen Group. According to Dunne
(2011), China’s simple 3-step strategy was:

Step 1. Form joint ventures with leading globahcakers.

Step 2. Absorb the foreign partners’ technologetated to car design, engineering and
manufacturing.

Step 3. Build cars under China’s own brand names.

Within the context of this strategy the path foreign companies involved in the large joint
ventures has been far from smooth and troubledueeto concerns about numerous issues
such as ownership sharing, management, technalaggfér and IPR, foreign exchange
regulations etc. (Mann, 1989; Dunne 2011).

However, the car industry in China has not evolveitie way intended by the strategy
outlined above. At the same time as the large jp@ntures were being built-up, a number of
smaller car companies emerged across China; sdatdisised by local government, some
private, and others “township enterprises”. Manyengnofficial and did not have the
necessary licence to produce cars. Nevertheleaesugh they could not sell throughout
China, these companies were often tolerated and@dl to compete at a local level. So,
many flourished while others failed. Some of thesaller companies have grown rapidly
and become nationally and internationally significso they now rival the large joint
ventures (Nanyao, 2012). Examples include BYD (o&lly a manufacturer of batteries for
cell phones that has ambitions to be a leaderictret cars); Chery, a state-enterprise that
was not originally authorised to make cars but tbarway round the regulations and is now
one of the largest car manufacturers with both datimand international sales; and Geely, a
private company founded by a Chinese self-mader@neur who started by making home
appliances.

Background to Geely

The company name Geely Automobile comes from tHae3ke “Jili Qich” (EF] VA%),

which means “Lucky Car”. Its origins can be tratadk to 1986 when a private company
was established in Zhejiang Province by Mr Li Shwith finance from family members.

The first products were refrigerators, followedrhgtorcycle parts, and in 1994 it acquired a
state-owned enterprise making complete motor cyclégen in 1998 the company started
make small commercial vehicles. This brought itekpertise for assembling motor vehicles
and extended its ambition to become a car manutactdowever, as explained in the
previous section, Geely needed an official licefnom the Chinese Government. The
opportunity came to made its breakthrough intoilkdeistry when it acquired a licence to
manufacture a small car based on an existing vehelde by Tianjin Automotive Company
(now part of the larger First Automotive Works -FAW), which had developed its own car,
the TJ “Xiali” from the Daihatsu Charade under eht®logy transfer agreement. Geely’s
version of this car, the Geely HQ (or “Haoging’pped very popular as a low-cost family
vehicle during the early 2000s as the Chinese aungrstarted to grow rapidly.
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After these small beginnings Geely grew rapidly an8005 became the first Chinese
company to exhibit at the Frankfurt Automotive Shaolgplaying 5 models. In 2007 Geely
formed a joint venture with the UK company, Mangan8ronze, for making the traditional
London taxis and later acquired the whole comp@&m®gely introduced other brands aimed at
different market sectors, such as “Emgrand”, “Enfl6éGleagle”. By 2010 Geely was
making 415,000 vehicles per annum and accounte2toof the Chinese market.

Background to Volvo

Volvo was established in 1915, in Gothenburg, Swellg SKF (Svenska Kullagerfabriken —
the Swedish Bearings Factory). The name Volvovdsrirom the Latin "I roll". It did not
produce any cars until 1927 when it launched tis¢ fnodel, the Volvo OV 4, also known as
"Jakob". Production started slowly, with only 28Fbeing made that year (Volvo Cars
History, 2013). Then in 1928 it started producingks. Eventually, Volvo became a large
group making a wide range of products, including caucks, buses, construction
equipment, boat engines and aircraft engines.

In 1999 the company’s car division (Volvo Car Cagimn) was sold to Ford Motor
Company. The remainder of the company, Volvo Groemained an independent Swedish
company and diversified further into financial Sees, logistics and IT. It also acquired a
number of other companies, such as Mack TruckisaUSA, Renault trucks in France,
Akermans construction equipment in Sweden, thetoactgon equipment division of
Samsung in Korea, and the road construction equprdieision of Ingersoll Rand in the
USA. In 2008 Volvo Group purchased Lingong, a Chéneompany making loaders and
excavators.

During the early 2000s Ford Motor Company expereigevere financial difficulties and in
2006 recorded the biggest loss in its history. At pf its plan to restructure and consolidate
around its core business of high volume, mid-rarejecles, it sold all the premium brands in
its “Premier Automotive Group”. In 2007 Aston Martvas sold to a consortium funded by
investors in Dubai, in 2008 Jaguar, Land RoverRadge Rover were sold to Tata Motors of
India, and in 2010 Volvo was sold to Geely (WanglP). In 2010 Volvo sold 335,000
vehicles and accounted for 1.6% of European cassal

Before Geely acquired Volvo it was already an dihed brand in China, which in 2012
was its 3rd largest market after the USA and Swelte2001 Ford had opened a joint-
venture assembly plant with Chang'an Motors incibheof Chongging where inade

several models, including the Volvo S40 from 2066 the Volvo S80L from 2009 ( a long
wheelbase version designed specifically for then€ée market). In 2010 more than 30,000
Volvos were sold into the Chinese market. Despgiadpowned by Geely, Volvo is still
officially a foreign company in China so cannot raars there without having a Chinese
joint venture partner and the necessary licenserefbre, in 2012 a 50-50 joint venture
between Volvo and Geeely (its owner) was estaldisAethe same time Geely announced
the planned production of a car in China, developigd Volvo, possibly to be launched in
2013 at a price lower than comparable cars madeudyand BMW (SCMP, 2012).
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What is the market for Volvos made in Chinafter the acquisition by Geely?

Outside Sweden Volvo currently has factories ingeh, Thailand and Malaysia as well as
China. Under Geely, the plans for Volvo are to curg supplying “mature” markets from
Sweden and Belgium, while using its other locatjemsluding three new plants planned in
China, to supply the Chinese and wider Asian marKete question therefore arises
concerning the perceptions of customers towardetsh Volvos” compared with “Geely
Volvos”.

To address this question we used a second datasad on a survey in Taiwan to assess
opinions about Swedish-made and Chinese-made Vabmss 15 purchasing factors in the
areas of product, sales and service. Taiwan isgbavhat is sometimes called “wider China”,
which also includes Hong Kong. It is different frdmainland China” by having a larger
GDP per capita and a long historical exposuregb [uality foreign products from the USA,
Europe and Japan. It also has a long-establishetdval regarded manufacturing industry
that makes products including automotive components

For some time local Taiwanese companies have catgaewith foreign manufacturers to
assemble cars locally for the domestic market. @ lmedude Nissan (made by Yulon
Motors), Mitsubishi (made by CMC Motor), and Fordade by Ford Lio Ho). More recently,
Yulon Motors has developed an indigenous car bfdnggen”). In 2012 car sales in
Taiwan were about 366,000 relative to its poputatb23 million (one for every 63 people).
By comparison China’s 2012 car sales were 18.5anilielative to its population of 1.34
billion (one for every 72 people) .

Volvo in Taiwan

In 2012 Volvo sold 3,720 cars in Taiwan, which radkt 6th among the imported brands.
The two largest selling imported cars are Toyothdolkswagen, which are volume
producers. Volvo’s closest competitors are Mercdgkasz, BMW and Lexus, although its
sales are some way short of those achieved by tuespanies (Table 3).

Volvo sells the S60, V60, XC60 and XC90 models @awmlan. The best-selling of these are
the S60 in the saloon (sedan) class and the XC8isports utility vehicle (SUV) class.

During 2012 Volvo increased its marketing efforfTiaiwan and engaged Jeremy Lin, a
Taiwanese basketball star playing in the Americ&ANeague, to endorse its products.
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Table 3. Sales of imported cars in Taiwan, 2012

2012 Automobile sales in Taiwan (imports)
Rk | ma | s | T [ e
1 Toyota 13,673 +4.8% 3.74% 16.10%
2 Volkswagen 12.171 +8.8% 3.33% 14.33%
3 Mercedes-Benz 11.946 +0.6% 3.26% 14.07%
4 BMW 11.490 +5.6% 3.14% 13.53%
5 Lexus 9.002 +26.0% 2.46% 10.60%
6 Volvo 3,720 +5.7% 1.02% 4.38%
Others 22,907
Total 84.909
Methodology

The survey was undertaken in Taiwan to establishi@ps about Swedish-made and
Chinese-made Volvos across 15 purchasing factdtseiareas of product, sales and service.
The factors were derived from “Cars Online”, theaal automotivestudy undertaken by the
international consulting company, Capgemini (Canéir@, 2008). The factors were:

. Reliability of the brand

. Safety

. Purchase price of the vehicle

. Fuel economy

. Styling

. Equipment

. Brand name

. After sales service

. Vehicle availability

10. Equipment options

11. Environmental options

12. Trade-in value

13. Additional warranty or service credit
14. Ability to research information on the Internet
15. Cash-back incentive

O©CO~NOULE, WNBE

Respondents in Taiwan were males and females wathiite age range. They included
undergraduates (aspirants) and graduates with exqr&rience (potential buyers). The
surveys were undertaken in July and August 2012.
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Before responding to the questionnaire they wareli@ised with the background of Geely
and Volvo as companies. They were also presentddarsummary of the characteristics that
described them based on desk research, i.e.

Geely:

- Aggressive company

- Extensive financial resources

- Access to Chinese (and emerging) markets
- Access to Chinese authorities

- Speed of innovation

- Low cost production

Volvo:

- Historic reputation for quality and reliabilityecempulsory vehicle testing in Sweden since
1965 by “Bilprovningen”

- Prestige brand (although being overtaken by Gerureury brands)

- Wide market coverage

- Fast growing sales in China (+55% from 2010 t©190

- Still officially considered a foreign company@hina

Questionnaire Results and Analysis

The questionnaire was completed by 136 subjectsndgyraphic information about the
respondents includes gender, age bracket, fiettuolies, and work experience. Each
respondent was asked to perform a constant suca#tho along 15 product characteristics
for both Volvo and Geely.

Table 4 shows the total scores, average scoresaaid for each product characteristic.
Table 4 shows different rankings for Volvo and Gresrs, and thus, suggests that each
product is well differentiated in potential purches minds, and this is despite the news of
the acquisition.

Table 4 shows that the total score achieved by elaafacteristic are different. This
difference exists at the individual respondentglleas confirmed by paired samples t-tests
over a normalised data set. These t-test req@tshwn in Table 5. These indicate the
strength of the difference between the scoresatiacto Volvo and to Geely. All differences
are statistically significant with the exceptionfoél economy, for which both brands are
perceived to be poor.

In order to analyse if the respondents' demogragiacacteristics had an impact on their
ranking, the data set was split in two groups andeaway ANOVA performed. Key results
are that:

Gender does not have any statistical significapiaich on responses to the different items.
Age does not have an impact except for the impoeta styling for Geely. Older people
give more importance to the styling of a Geely picidhan younger people.
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Table 4. Results of constant sum questionnaire

Total score| Average| Rank
Swedish 1. Reliability of the brand 1721.267 13 1
\Volvo 2. Safety 1690.428 13 2
3. Purchase price of the vehicle 723.8418 5 10
4. Fuel economy 680.1867 5 11
5. Styling 828.8378 6 6
6. Equipment 813.9496 6 7
7. Brand name 1052.756 8 3
8. After sales service 1019.921 8 4
9. Vehicle availability 584.5422 4 15
10. Equipment options 667.592Y 5 12
11. Environmental options 798.377Y 6 8
12. Trade-in value 606.7172 5 14
13. Additional warranty or service credit 946.5932 7 5
14. Ability to research information on the Interriet792.9945 6 9
15. Cash-back incentive 633.7774 5 18
Geely 1. Reliability of the brand 904.0948 7 5
\Volvo 2. Safety 827.2623 6 9
3. Purchase price of the vehicle 1728.918 13 1
4. Fuel economy 746.2233 6 12
5. Styling 761.5613 6 11
6. Equipment 942.6512 7 4
7. Brand name 846.8384 6 8
8. After sales service 851.2621 6 7
9. Vehicle availability 1194.655 9 2
10. Equipment options 866.0289 6 6
11. Environmental options 685.1971 5 15
12. Trade-in value 767.0941 6 10
13. Additional warranty or service credit 739.0914 6 13
14. Ability to research information on the Interret1019.955 8 3
15. Cash-back incentive 719.166[7 5 14

Work experience has an impact on perceived relighbiless experienced people tend to rank

reliability as a more important factor than mor@exenced people. The difference is
statistically significant for Volvo with a 99% cadénce level. It is also significant for
Geely, but the significance is weaker (90% confadeonly).

The field of study has an impact on the ranked ingyee of styling and environment
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options. However, this pattern has little statestivalidity due to the very different number
of respondents across college and the patternssefeas used.

Table 5. Paired samples t-tests

Paired Samples t-test t df p (2-tailed test)
Pair 1 Reliability (Volvo - Geely) 8.999 135% .000
Pair 2 Safety 10.275 135 .000
Pair 3 Purchase Price -5.30b 135 .000
Pair 4 Fuel Economy -1.206 136 230
Pair 5 Styling 1.997 135 .048
Pair 6 Equipment -2.461 135% .015
Pair 7 Brand name 3.384 13b .001
Pair 8 After sales service 3.289 35 .001
Pair 9 Vehicle availability -6.142 135 .000

Pair 10 Equipment options 2.486 135 .014
Pair 11 Environmental Options -3.888 135 .000
Pair 12 Trade-in value -3.435 13b .001
Pair 13 Warranty 4.155 135 .000

Pair 14 Information on the internet -3.508 135 .001
Pair 15 Cash back Incentive -1.993 1385 .048

An analysis of correlation between scores revéakistence of many links between the
different characteristics. These correlationslmamnised to analyse perceived synergies and
conflicts between the quality cues of a potentiakpaser. For the sake of simplification,

this analysis was reduced to the top 6 quality ¢éolesach brand. The results are shown in
Figure 1.

Figure 1 shows positive correlations (shown asndl) regative correlations (shown as -)
between quality cues. Lines on the left-hand didplay the statistically significant
correlation between the top 6 quality cues for \dolhe lines on the right-hand side show
the statistically significant correlations betweba top 6 quality cues for Geely. The lines in
the centre of the diagram show the correlationssacbrands.

Figure 1 shows that Volvo top quality cues -releabhd safe- are high correlated with each
other but come at the expense of styling (whenidensg more variables, reliability and
safety also come at the expense of fuel economysaoéd). Geely, on the other hand, is
perceived as a commodity product and thus it isomgmt that plenty of information is
provided on the internet and that the car is cltaapavailable on demand from customers.
These characteristics come at the expense of cpaiod reliability.

Cross-brand correlations confirm that respondeatsgive the two brands as very distinct
value propositions. For example, respondents whbthat reliability is an important quality
cue when purchasing a Volvo think that price anglability are important quality cues for
Geely.
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Figure 1. An analysis of correlations between theop 6 quality cues for each brand.

Options

The existence of positive correlation between glability of Volvo and the reliability of
Geely (shown as a dashed line in Figure 1) is wantilysing separately as reliability is the
only quality cue that appears in the top 6 for dareind. Whereas other cross-brand
correlation tend to create radically opposed prbdanfigurations, this line indicates that
respondents who gave high scores to the importainegiability for Volvo also gave high
scores for the importance of the reliability of Gee

When taking into account the perceived synergraggetoffs, and the rankings of quality cues
it is possible to distinguish important from deblecharacteristics. For example, the results
show that nobody would consider purchasing an iaiiel Volvo or an expensive Geely.
When thinking of the purchase of a Geely, respotsdeerceive that the car should be cheap
and available, but these characteristics tend ndlicowith the availability of equipment
options offered and the reliability of the produth. other words, a cheap, available, and
reliable Geely offering many options would be af@erproduct configuration. This is
summarised in Figure 2.

In the light of Figure 2, it is interesting to reitithe existence of a correlation between the
perceived importance of reliability when purchasingolvo or a Geely. As explained
earlier, it is the only correlation between percap that does not suggest opposing
configurations (e.g. cheap versus expensive). Wagva in Figure 2, it highlights where there
is the largest value potential for technology tfanpost-acquisition. Merging the two brands
would not make sense as they offer to the acqaistructured brand portfolio that targets
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very different target markets (as shown in Tabénd Figure 1). Figure 2 suggests that the
notion a cheap yet reliable Geely would be, fotatget market, aautstanding product.
There is therefore a genuine opportunity for trangig technology about reliability between
the two brands.

Volvo

Geely
Desirable
‘extra’ i
) L Equipment
Styling Warranty Reliability | | " otions
Volvo )
Information on .
Brand Reliable & Safe eimenet | | Avalable | | Cheap
& Quality of After
Sales Service
Most
Important
Quality Cues

Figure 2. Perceived Product Configuration
Conclusions

Our survey analysis shows that the acquisitioda¥o by Geely is a complex transaction
that encapsulates on one hand the acquisitiorststiatured brand portfolio (achieving
differentiation within a product porfolio by takireglvantage of the COO effect) and on the
other hand a genuine opportunity for technologgdfar without threatening the integrity of
the brand portfolio. The opportunity for techngpydransfer goes beyond traditional process
illustrated with the machine tool sector data is fraper. This traditional process was one of
deriving a price premium from the absorption obeefgn technology. The results presented
in this paper suggest that an increase in the pfiGeely would turn away potential
customers, as a low price is their most importtatacteristic. Instead, the know-how
relating to reliability possessed by Volvo shouddttansferred to Geely in order to overcome
the perceived price/reliability trade-off. Thisesario is very similar to the positioning of the
Volkswagen and Skoda brands after the German coyrgeaquired the former Czech car
manufacturer in the early 1990s.

A practical implication of this paper is to questiacquisitions that result in the
disappearance of one of the original two brands. ekample, one may wonder if the
acquisition of IBM PCs by China’s Lenovo could hdeen more valuable by keeping both
brands alive?
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Moreover, our findings suggest that research atsminnology transfer should consider more
carefully marketing and customer behaviour issugsth the COO effect and the dual
portfolio/technology transfer phenomena documeindtis paper show that customer
perceptions of quality cues are powerful and stiypngpted forces. Thus, there is much to
be learned from research at the interface betwekating and technology transfer.

Final considerations

The survey confirms that acquisition and absorptiba foreign brand is not sufficient to
avoid the COO effect in consumers’ minds. Potemtistomers in Taiwan believe that a
Swedish-made Volvo has safety and reliability atekpense of other factors, such as
marketing and service performance, fuel economy,stiyling. According to the survey a
Chinese-made Volvo would be bought because itesjglr, associated with good marketing
and sales performance; and it is accepted thabd gerformance along these factors will be
at the expense of reliability and safety, fuel@éncy, styling, and options. This provides a
basis for positioning the brand in two differengisents of the market.

However, the automotive industry is global and costr awareness is not limited by national
boundaries. So, the strategy to sell a luxury biatalthe Chinese market, whether in
mainland China or wider China must be based ondawpia dilution of the brand through the
COQO effect that can be associated with technolaagyster. This is one of the most important
considerations for Geely as it seeks to furtheefrate the luxury market with its acquired
Volvo brand and associated technologlye findings also have implications generally for
manufacturers of cars and other consumer produnts waking their brands to emerging
markets through technology transfer to local congmawith their own established brands.

References

American Society for Quality Control (ASQC)/Gall(§®©91),Looking for Quality in a
World Marketplace, ASQC, Milwaukee, WI, USA

Amirani S and Baker J (1995) Quality Cues and Ré&taiget Market Strategy: A Conjoint-
Based Applicationinternational Journal of Retail & Distribution Management, Vol 23, No
5.

Bennett D J and Vaidya K G (2005) Meeting Technyplbigeds of Enterprises for National
Competitivenesdnternational Journal of Technology Management, Vol 32, No 1/2.

Bennett D J, Vaidya K G and Zhao H (1999) Valuingrisferred Machine Tool Technology:
Relating Value to Product Attributes and PrefersrmfeAcquirers)nternational Journal of
Operations and Production Management, Vol 19, Nos 5/6.

Bennett D J and Zhao H Y (2004) International Tethgy Transfer: Perceptions and
Reality of Quality and ReliabilityJournal of Manufacturing Technology Management, Vol
15, No 5.

Cars Online (2008)inth Annual Capgemini Automotive Study 07/08, Paris: Capgemini



Bennett, Lee & Leseure

Chao P and Gupta P B (1995) Information SearchEdiciency of Consumer Choices of
New Cars: Country-of-Origin Effectinternational Marketing Review, Vol 12, No 6.

Dunne M J (2011American Wheels, Chinese Roads. The Sory of General Motorsin China,
Singapore: John Wiley & Sons (Asia) Pte. Ltd.

Mann J (1989Beijing Jeep: How Western Business Salled in China, New York: Simon &
Schuster Inc.

Nanyao N (2012) Consolidation of China’s Automotiector: New Opportunities?,
Inter China Insight, November.

SCMP (2012) Geely to unveil Volvo venture car ngadr, South China Morning Post,
23 March, 2012

Srinivasan N,Jain S C and Sikand K (2004) An Experital Study of Two Dimensions of
Country-of-Origin (Manufacturing Country and BrandiCountry) Using Intrinsic and
Extrinsic Cuesl|nternational Business Review, Vol 13, No 1.

Steenkamp J-B E M (1990) Conceptual Model of thaliuPerception Procesdpurnal of
Business Research, Vol 21, No 4.

U-Car (2012)Taiwan auto market sales report for December 2012, www.u-car.com.tw
(accessed 27 January 2013)

Volvo Cars History (201 3)www.volvocar s.comvintl/top/community/heritage/history
(accessed 27 January 2013)

Wang, L (2011)A Case Sudy of the Acquisition of Swedish Volvo by Chinese Geely, MBA
Dissertation, Bleking&ekniska Hogskola, Sweden.



	IAMOT 1
	IAMOT 2
	IAMOT Volvo

