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ABSTRACT
This article qualitatively identifies and explains the barriers that foreign cleantech start-ups
can encounter when attempting to enter the Chinese market, as well as the possible strate-
gies that can help overcome these barriers. We base our analysis on interviews with Chinese
and foreign entrepreneurs and facilitators. To structure the analysis of such barriers, we use
the components of the entrepreneurial ecosystem. We then explain the barriers using insti-
tutional theory. We demonstrate that they are caused either by the regulations in China or by
the difference between Chinese and Western logics. We further recommend that cleantech
entrepreneurs come prepared to China, remain flexible, associate themselves with reputable
partners and take advice from those familiar with business in China. Cultural–cognitive bar-
riers might be overcome by integrating the communities of foreign and Chinese start-ups.
Regulative barriers can be removed by the Chinese Government, but this conflicts with the
logic of state control. Copyright © 2015 John Wiley & Sons, Ltd and ERP Environment
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Introduction

DURING THE PAST 30 YEARS, THE CHINESE ECONOMY HAS GROWN ON AVERAGE BY 10% PER YEAR (IMF, 2013), AND THE

urban population has more than tripled from 220 million to 720 million people (World Bank, 2014a).
Over 500 million people have been lifted out of poverty during this period (Montalvo and Ravallion,
2010; World Bank, 2014b). However, this progress has incurred great environmental costs. China has

seen an enormous increase in greenhouse gas emissions (Guan et al., 2012), and the country is now responsible
for a quarter of the world’s CO2 emissions (World Bank, 2014a). In addition, the country’s soil, air and water are
seriously polluted (Liu and Diamond, 2005), posing a direct threat to Chinese public health and welfare (Matus
et al., 2012). Therefore, the Chinese Government has prioritized solving these environmental problems in its latest
five-year plan (Lewis, 2011).

Cleantech, also known as clean technology or environmental technology, can contribute to the sustainable devel-
opment of China. A common and suitable definition, attributed to the Clean Technology Trade Alliance, states that
cleantech is a ’broad base of processes, practices and tools, in any industry that supports a sustainable business
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approach, including but not limited to: pollution control, resource reduction and management, end of life strategy,
waste reduction, energy efficiency, carbon mitigation and profitability’.1 Even though environmental problems have
caused this market to expand rapidly, China’s technological knowledge base is still underdeveloped (Fu and Gong,
2011; Liu and Yannan, 2013), preventing Chinese cleantech firms and entrepreneurs from claiming the market for
themselves. This leaves opportunities for start-up cleantech companies from the US and Europe to transfer technol-
ogies that can alleviate environmental problems to China (Liu and Yannan, 2013). In response, a large number of
private and public facilitating organizations have been created to support these start-ups (Jolly and Zhu, 2012). How-
ever, despite these efforts, starting operations in the Chinese market is not easy. It has been 30 years since China
started to open up its economy (Fenby, 2008) and allow foreign direct investment (Sun, 1998). Between 2006
and 2013, around 305 billion dollars were invested in clean energy in China (Climatescope, 2014). Thereby, China
surpassed the USA and the EU as the largest cleantech investor (National Science Board, 2014). These cleantech in-
vestments were mostly dedicated to the development of solar and wind energy (Bloomberg New Energy Finance,
2015). However, the Chinese Government still sees itself as the primary agent for economic development and thus
wants to retain control over its own market (Potter, 1995). Many market entry barriers still prevent companies from
entering China, and the country is ranked 96th in the ’ease of doing business’ ranking (World Bank, 2013).

A substantial number of studies have analyzed market entry into China and identified generic barriers (Barkema
et al., 1996; Young and Lan, 1997; Guillén, 2002; Gielens and Dekimpe, 2007; Amiti and Javorcik, 2008; Johnson
and Tellis, 2008; Guerin, 2009; Niu et al., 2012), such as cultural and economic distance, country risk and openness
(see Johnson and Tellis, 2008), trade costs (Amiti and Javorcik, 2008), understanding the market (Niu et al., 2012)
and problems originating from the government (Young and Lan, 1997).

Despite these efforts, a comprehensive understanding of the barriers and potential strategies specifically for
cleantech start-ups is still lacking. It is important to have such an inventory, as start-ups are different from
established companies. Start-ups have a stronger focus on generating product innovation (Ries, 2011) and greater
dependency on sales from innovative products (Criscuolo et al., 2012), and they play an important role in exploring
new technology markets (Almeida and Kogut, 1997). Compared with established organizations, start-ups have a
much smaller resource base and they often lack the resources required to develop and market radical innovations
successfully (Vohora et al., 2004; Bruton et al., 2010). These differences imply that the barriers for start-ups entering
the Chinese market differ from the barriers for established companies. This notion is supported by the scarce em-
pirical evidence available, which confirms that smaller firms have a larger chance of successful entry into China than
large firms (Johnson and Tellis, 2008), but that many barriers still apply. Additional barriers are associated with the
cleantech market (Guerin, 2009). Success in the cleantech market strongly depends on government collaboration
(Harris, 2014), which poses an additional challenge in China.

This article qualitatively identifies and explains the barriers that foreign cleantech start-ups experience when entering the
Chinese market, as well as possible strategies that can help to overcome these barriers. Our data come from on-site inter-
views with Chinese entrepreneurs and facilitators and from business meetings and seminars.

As we are studying a form of sustainable entrepreneurship (Schaltegger and Wagner, 2011), we structure our data
analysis and findings using components of the entrepreneurial ecosystem (Spilling, 1996; Neck et al., 2004; Cohen,
2006; Qian et al., 2013), which can be defined as ’the set of tangible and intangible environmental factors that shape
the performance of Micro, Small and Medium Enterprises (MSMEs), or start-ups, in a geographically and politically
defined area’ (Van Weele et al., 2014). The components of the entrepreneurial ecosystem that we use as points of
departure are the government, networks, community, universities, supportive culture, talent pool, market, capital services,
legitimacy and supporting services. We apply the entrepreneurial ecosystems approach, because it can capture all of
the environmental factors that explain the success or failure rates of foreign start-ups in China. We keep an open
view and adapt the framework to the Chinese context where necessary. This leads us to reconceptualize some of
the components.

To explain the causes of the barriers, we rely on institutional theory (DiMaggio and Powell, 1983; Scott, 1995),
which has proven to be fruitful in explaining barriers to environmental entrepreneurship and innovation (Smink
et al., 2015). Institutions are informally defined as ’the rules of the game’ (North, 1990), and they direct the behavior

1Even though this definition of cleantech is often used and attributed to the Clean Technology Trade Alliance in documents, we could not find the
definition in its official online material. However, the definition itself is sound and appropriate.
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of agents in society. The barriers that we identify largely stem from ’how things are done’, and institutions are the
cause of this. We therefore classify the barriers along the three institutional pillars that Scott (1995) identified as or-
igins of institutions: the regulative pillar, the normative pillar and the cultural–cognitive pillar. Institutions in the reg-
ulative pillar stem from formal rules and laws. As such, the legitimacy of these institutions is found in legal
sanctions. The normative pillar contains social obligations and expectations, such as norms and values. The legiti-
macy of the institutions in this pillar is of a moral nature. Institutions in the cultural–cognitive pillar largely have
historical roots; they are based on common beliefs, ’taken-for-grantedness’ and shared understandings of how
things are done. Actions that are comprehensible, recognizable and culturally supported are seen as legitimate.
By identifying the causes of the barriers, we can indicate which barriers can be most easily removed. This is because
regulative barriers are generally more easily solved than those that stem from the other pillars (Scott, 1995).

Our theories and results can help researchers and practitioners to understand the difficulties of cleantech tech-
nology transfer to China by start-ups and, consequently, the inhibitors of sustainable development. Further, the re-
sults of this paper can be seen as help for entrepreneurs who are contemplating entering the Chinese cleantech
market. Finally, our analysis aids stakeholders in China and in Western countries who wish to strengthen the
cleantech entrepreneurial ecosystem for foreigners.

Methods

Research Design

We conducted a qualitative case study to gain an in-depth understanding of the subject matter (see Bryman, 2013).
The lead author spent 4.5 months in China, while the two co-authors joined the lead author for periods of 3–5 days to
assist in data collection, to discuss and interpret the findings and to adjust the data collection where necessary. This
ensured an open view, which is typical of qualitative research (see Bryman, 2013).

Data Sources and Sample

Data were collected in several Chinese regions by conducting 43 semi-structured interviews and by attending five
business meetings and five seminars related to building businesses in China. The interviews formed our main
source of data, while the other data sources enabled us to verify and add to the findings of these interviews, thus
increasing their validity. The majority of the data was collected in Shanghai (32), China’s business capital. In addi-
tion, interviews and meetings took place in Beijing (6), Shenzhen (4), Suzhou (3), Yixin (2), Changzhou (1) and the
Special Administrative Region of Hong Kong (5) to verify whether our findings can be transferred to other Chinese
regions and to seek potential new insights. Apart from Hong Kong, the findings were in line with the data from
Shanghai, which suggests that we reached theoretical saturation over a large area, the east of China. The number
of interviews is well above the recommended minimum sample size of between 15 and 25 for qualitative research
(Suddaby, 2006; Mason, 2010).

The sample of interviewees consisted of both Chinese (15, including Hong Kong) and non-Chinese (28) respon-
dents. The interviewees were entrepreneurs (19), investors (3) and facilitators of entrepreneurship or technology
transfer (21). The number of interviews with investors seems low, but this perspective was augmented by entrepre-
neurs and facilitators, who were also able to inform us about this topic. Moreover, eight facilitators also acted as in-
vestors as part of their job description. The sources did not contradict themselves and no new topics emerged in this
context after finishing our interviews.

The business meeting participants were all Chinese. The seminars had a mix of Chinese and foreign speakers
and guests. The Chinese speakers were able to give valuable insights into their perspective and experience in build-
ing a business in China and the way in which they deal with certain barriers. The non-Chinese perspective was im-
portant to identify the additional barriers that foreigners face when they develop their businesses in China.
Entrepreneurs could speak directly from their own experience and the other actors from their experience of advising
and helping many entrepreneurs, including entrepreneurs who failed in China. Eleven interviewees and five
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participants in the business meetings operated in a wide range of cleantech industries, from wind turbines to LED
lighting to water treatment. This provided a broad view of the barriers encountered by different types of cleantech
company. The remaining interviewees and seminar speakers operated in a variety of mostly technology-related in-
dustries. Our sample was broader than cleantech alone, as many of the barriers are applicable to foreign start-ups
in general.

For the interviews, we relied on purposive sampling (Bryman, 2013). Potential interviewees were identified
through events, desk research and existing contacts. Snowball sampling was performed, as the interviewees were
asked to suggest interesting actors to approach for this research. The non-representative sample to which this strat-
egy leads is not problematic, since our aim is only to identify barriers and strategies qualitatively without measuring
their importance.

The lead author was allowed to attend business meetings between Western cleantech representatives and
Chinese tech-park managers, who discussed the possibilities for cooperation in bringing Western cleantech compa-
nies to China. In these meetings, the barriers and possible support were discussed. In addition, the researchers ex-
perienced business meetings and the associated cultural barriers first hand and gained more insights specific to
cleantech.

Data Collection

The interview data were collected using a semi-structured interview scheme that was based on the literature. We
asked open-ended questions and, if necessary, probing questions to let the interviewees explain and clarify their an-
swers. At the start of each interview, the research goals were introduced to the interviewee, anonymity was assured
and the interviewee was asked for permission to use his or her input in this research. The interviews were roughly
structured as follows:

• an introduction to the interviewees and their organization;
• questions about the entrepreneurial ecosystem;
• questions about the barriers to building a business in China;
• questions about the resources and support offered to start-ups.

Where possible, and with the interviewee’s consent, the interview was recorded and later transcribed. In some
interviews, it was impossible or inappropriate to record the conversation; in these cases, elaborate notes were taken.
On three occasions, Skype was used because meeting in person was impractical. On six occasions, a translator was
used. Interviews were held until no new concepts emerged.

At the business meetings and seminars, the researcher was primarily an observer and on occasion asked ques-
tions for clarification. It was either not allowed or impractical to record these meetings, so the researcher again took
elaborate field notes.

Analysis

The interview transcripts and notes were analyzed using the qualitative data analysis program NVivo. During the
initial phase of coding, we interpreted the codes in terms of the concepts from the theoretical framework. At the
same time, we were open to new codes and concepts, in line with the approach of Glaser and Strauss (1967) to qual-
itative data analysis. Next, we categorized the codes, related them to each other and focused on understanding the
core concepts of this research: the components of the entrepreneurial ecosystem, the associated barriers for entre-
preneurs, the institutional pillars that explain their cause and the possible strategies and support needed to over-
come those barriers. During the analysis process, the coding scheme was iteratively discussed between the
authors and adapted. The identification of the components of the entrepreneurial ecosystem was straightforward,
as the codes for this naturally followed on from the interview scheme. The barriers were then classified per compo-
nent. In line with our inductive approach, we merged or expanded some of the components of the entrepreneurial
ecosystem to improve the fit with the barriers. When this was the case, we explicitly mention it in our results. Fur-
thermore, we classified each barrier by institutional pillar. These were more abstract than the components of the
entrepreneurial ecosystem. We used the indicators provided by Scott (1995, p. 51). In the case of laws, rules or
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sanctions, a barrier was interpreted as regulative. In the case of social norms, values or comparisons, it was seen as
normative. In the case of common beliefs, shared logics and mimicking behavior, it was classified as cultural–
cognitive. We kept an open view and looked for other possible indicators that could provide evidence for a pillar.
We found that if evidence for the regulative or normative pillars was lacking, the barrier could be attributed to
the cultural–cognitive pillar, which is arguably the broadest and least concrete pillar of the three. It is also possible
for a barrier to be classified under two pillars. Finally, the strategies were directly distilled from our data.

Results

For each component, we discuss its role in the ecosystem, the situation in the Chinese context, the barriers that fol-
low this and the strategies that start-ups can use to overcome those barriers. Table 1 presents a summary of our re-
sults. The first column shows the components from the entrepreneurial ecosystem that fitted our data, the second
column the associated barriers and the third column the strategies mentioned. The next column shows our interpre-
tation of the underlying cause of the barriers in terms of the institutional pillars. The final four columns indicate
whether these barriers and strategies were mentioned by the Chinese and/or foreign respondents or by entrepre-
neurs and/or facilitators. It should be noted that some of the perceived barriers and strategies might conflict with
Western practices, norms and values. However, we emphasize that our empirical findings stem from the Chinese
context, which is substantially different from that of Europe or the US. In our discussion of the results, we rely on
example quotes given by respondents to make the topic more tangible. We note that this ’anecdotal evidence’ is
mostly supported by multiple respondents in our sample. The final four columns in Table 1 serve as evidence for
this. We add that for qualitative research the fact that information is observed is far more important than how often
it is observed (Bryman, 2013).

Government

The government’s role in the entrepreneurial ecosystem is to provide regulations for entrepreneurship and possibly
additional resources (Gnyawali and Fogel, 1994; Fogel, 2001; Goetz and Freshwater, 2001; Turok, 2005; Roxas et al.,
2007). China has a large but fragmented government that consists of many departments, layers and regional divi-
sions. Although improvements are being made, the Chinese judicial system is still seen as weak and corruption
is not uncommon (Ramirez, 2014). A foreign entrepreneur summarized this as follows: ’A lot of the regulatory bod-
ies are not really harmonized with each other. In fact, they compete with each other for power. So you have to please
them all’. However, strong government actions against corruption are said to improve the judicial situation and to
reduce corruption.

Regarding cleantech, the national government acknowledges environmental problems, and it emphasizes reduc-
ing fossil fuel consumption and supporting cleantech R&D (Lewis, 2011). Three of the seven ’new strategic and
emerging markets for 2011–2015’ in the latest five-year plan are cleantech related2 (Yao, 2012). However, these am-
bitions are not always directly translated into policies in lower government layers. Dealing with the government is one
of the barriers most frequently mentioned by entrepreneurs. We categorize the barriers and solutions as follows.

• Visa problems. Foreign entrepreneurs and personnel need visas to reside and work in the country. Since entrepre-
neurs cannot always obtain working visas, tourist and student visas are often used as alternatives. However, for-
eign interviewees state that visas are becoming increasingly difficult to obtain and to renew for longer periods
of time. This barrier stems from the regulative pillar. Hiring an advisor is a strategy to alleviate these problems,
but even then it remains a troublesome process.

• Registration difficulties. Registering a company is the next barrier. ’You have to go to 15 different departments and
officers and things. And it takes three to five months to actually open a company’ (foreign entrepreneur). More-
over, the entrepreneur is required to invest a certain amount of money in the company, depending on the industry

2New energy industry, new energy auto industry, energy-saving and environmental protection industry.
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in which it registers. That investment also means a risk, since that money cannot be taken out in an unforeseen
dissolution of the company. This barrier also comes from the regulative pillar. Some foreign entrepreneurs say
that hiring an advisor is an expensive but worthwhile strategy. The advisor’s experience with the process can save
the entrepreneur time and frustration. An alternative strategy mentioned by the majority of the entrepreneurs is
just to start the business and only deal with the government when it is absolutely necessary: ’When you are very
small, you should not start to bother with that otherwise you can spend hours on meeting the administrative staff’
(foreign entrepreneur). This means postponing registration as long as possible. Even though this practice is often
mentioned, it should be noted that it is technically illegal and thus exposes the company to additional risks. This is
especially true for firms that deal with the government, such as cleantech firms.

• Unattractive tax system. Taxes are seen as high and complicated. This barrier belongs to the regulative pillar. For-
eign entrepreneurs say that hiring an advisor is a strategy to deal with the complicated tax scheme, but taxes remain
high. An alternative for small firms is not to register and thus avoid paying taxes altogether, but this might not be
advisable for firms that deal with the government frequently. If possible, entrepreneurs structure their money flow
in such a way that it is taxed not in mainland China, but in more attractive places, such as Hong Kong.

• Regulatory issues. Regulations in general (which obviously belong to the regulative pillar) are seen by all the respon-
dents as extensive, unclear, incomplete, conflicting and frequently subject to change. This sometimes creates a
’gray area’ that companies can use to make a favorable interpretation of the rules. Entrepreneurs can also solve
the problem concerning the lack of information on regulations by talking to other experienced entrepreneurs or
by seeking support from advisors. However, entrepreneurs discover most through learning by doing: ’Rather than
anticipating problems, you just wait for them to happen and once they happen, then you are in firefighting mode.
To me, it’s very much like the wild west going on’ (foreign entrepreneur).

• Corruption. Government corruption is being reduced, but it is still a problem according to foreign entrepreneurs.
This is especially the case in the less developed regions of Western China. The cause of corruption is difficult to
pinpoint. It is partly due to a lack of regulation or strong norms. This gives rise to opportunistic behavior that has
become shared among government officials. Therefore, it is primarily a cultural–cognitive phenomenon. The
strategies for dealing with corruption include avoiding working with the government as much as possible. Instead,
firms could focus on working with industry, which is perceived to be less corrupt. Entrepreneurs are also advised
to rely on networking, which is very important in China (see the next section). Finally, they can just give what is
asked from them. It should be noted here that it is often difficult to determine the difference between corruption
and appropriate gift giving, due to unclear regulations and cultural differences.

Networking

According to the literature, actors in the entrepreneurial ecosystem should be well connected through formal and
informal networks that facilitate the flow of resources between them (Carlsson and Stankiewicz, 1991; Neck et al.,
2004; Cohen, 2006). Informal networking is crucial for a successful business in China. Moreover, the processes
of business and networking are different from those in Western countries, leading to additional barriers for Western
entrepreneurs. Therefore, this part focuses on the process of establishing networks and firms that are sufficiently
embedded in the Chinese culture and community. As such, we expand upon the original conceptualization of net-
works in the entrepreneurial ecosystem literature.

The weak judicial system has contributed to the Chinese way of doing business known as ’guanxi,’ which is based
on informal networks, relationships, respect and trust (Hills and Man, 1998; Yau et al., 2000; Wang, 2007). In the-
oretical terms, this means that start-ups have to invest in building up social capital as a key resource (Coleman,
1988; Adler and Kwon, 2002). Building guanxi is an extensive process of establishing and maintaining relation-
ships. It requires patience, an understanding of indirect communication and usually dinners, (alcoholic) drinks
and gifts. Guanxi can also aid in gaining the cooperation of key actors within the government or other crucial stake-
holders. Because of the anti-corruption regulation and the more international character of business in China, guanxi
might become less important in the future. We identify two barriers in this component.

• Guanxi. Building guanxi is often perceived by foreign interviewees as hard and time consuming, but a necessary
investment. A consequence is that events might not happen as quickly as anticipated. The need to build guanxi is
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based on norms and values that have arisen in the absence of strong regulations. Moreover, it contains many tra-
ditional and cultural elements that are based on a shared logic. Therefore, this barrier stems from both the nor-
mative and the cultural–cognitive pillar. According to foreign entrepreneurs, being a foreigner in China is no
longer special, particularly in the business hubs in the east and south of China. Foreigners who speak Mandarin,
however, still stand out; they receive more respect and are more favorable business partners for their Chinese
counterparts. Therefore, learning the language is an advisable strategy. However, learning the language requires
time, which makes it a luxury that many start-ups cannot afford. A reliable Chinese partner or team member is
also said to be important for successful formal and informal networking in China, as he or she will be able to un-
derstand the indirect communication that is often used.

• Different business practices. Foreign interviewees state that Chinese business practices are complicated and differ-
ent from those to which they are accustomed. Personal bonds and agreements appear to be worth more than con-
tracts. The latter are often seen more as guidelines for cooperation. ’A contract is seen as something temporary; if
the circumstances change and the agreements are no longer beneficial, chances are they don’t keep to the con-
tract’, says a foreign facilitator. In the absence of strong regulations and norms, these business practices are most
strongly associated with the cultural–cognitive pillar. Building guanxi is a very important strategy in this context,
because it builds trust. Moreover, time needs to be invested to assess whether the potential business partner can
be trusted: ’Profiling is important: try to know who you’re dealing with… can you be sure you get the money etcet-
era’ (foreign entrepreneur). This can be achieved by relying on the advice of others in the entrepreneurial commu-
nity who have dealt with a partner or by following the advice of a Chinese team member. One can also choose to
collaborate with partners who are used to dealing with foreign partners or who have assets abroad.

An important issue that is often associated with networks is the existence of an informal start-up community
(Feld, 2012). These communities are based on shared norms, values, practices and trust. They allow entrepreneurs
to learn from each other, exchange resources and gain a sense of belonging (Van Weele et al., 2014). However, the
researchers noticed that the communities of foreign start-ups and Chinese start-ups were quite distinct and little in-
teraction took place. This can be explained by the fact that the needs of the two types of start-up differ, but also by the
differences that stem from the cultural–cognitive pillar.

Human Resources

We found that the components university, supportive culture and talent pool of the entrepreneurial ecosystem have
similar and related barriers. We categorize these as human resource barriers and we discuss them together.

The role of universities in the entrepreneurial ecosystem is to supply knowledge that can be used by start-ups and
to deliver talented graduates who serve as a talent pool for start-ups. We focus on the latter, because technological
and scientific knowledge are already present in the start-up. Universities can also contribute to a supportive culture
for entrepreneurship. A supportive culture encourages and rewards start-ups for thinking creatively, taking risks
and behaving opportunistically (Busenitz et al., 2000; Dickson and Weaver, 2008). Both Chinese and foreign entre-
preneurs and facilitators say that the traditional career path in China starts with studying hard. This enables grad-
uates to obtain a job with the government, which means a secure future. The respondents also note that a
mindset change has occurred among the younger generation: young people have become more open to alternative
career paths and entrepreneurship. The talent pool of new entrepreneurs and talented employees is thus growing.
However, a number of barriers are present.

• Attracting talent. Finding talent is the number one management challenge for Chinese and foreign companies in
China (Fernandez et al., 2013). In the interviews, foreign entrepreneurs state that they struggle to find good staff
because they do not know where to look, résumés are hard to judge and the overall quality of the candidates is low.
McKinsey reported that fewer than 10% of Chinese job candidates would be suitable for work in a foreign com-
pany (Farrell and Grant, 2005). Important reasons for this are the bias towards theory in the education system,
language skills and cultural fit. The teaching method is not seen to lead to creative or critical thinking: ’The
Chinese education system brings forth very bright students, but it does not lead to good innovative employees.
They are clever, but they never open their mouth to share it’ (foreign entrepreneur). This barrier has origins in
all three pillars. The organization of the education system is largely regulative, as is the absence of good standards.
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However, the difference in culture and thinking is mostly cultural–cognitive. It is a mismatch between how West-
erners view talent and how the Chinese system views talent. Foreign interviewees mention two strategies to find
good employees: through formal or informal networks and with the help of recruiters. It has to be noted that not
all of the interviewees who had used recruiters are satisfied, since the quality of recruitment services differs.

• Retaining employees. A second major human resource barrier is retaining high-quality employees. Some foreign
interviewees feel that staff are often not loyal and are likely to leave for a slightly higher salary elsewhere. This
is partly refuted by an entrepreneur specializing in recruitment and a survey by Hays Recruiting (2012), but it
is still a potential risk if the employer does not have the right retention strategies. ’Lack of career progression’
and ’seeking a new challenge’ are more important reasons to leave (Hays Recruiting, 2012). These barriers are
largely driven by logics that stem from the individual employee and the mindset associated with working for a
start-up, which differs from the traditional career path. Therefore, this is largely a cultural–cognitive barrier. How-
ever, it could be argued that normative elements are associated with this barrier as well, as there are strong social
norms in China regarding career progress that stem from traditional values (Leung et al., 2011). As an entrepre-
neur specializing in recruitment says, ’You have to think differently about how you promote people and how
you deal with titles and pay rises on the basis of growth’.

• Work style differences. The work style is also different from the one familiar to Western entrepreneurs. ’People have
a "don’t look up" mentality. They don’t take ownership or initiative. They will never do something that was not
asked, because they are afraid of doing something wrong’, says a Chinese entrepreneur who has lived in the West
for most of his life. The fear of failure has clear normative roots, as employees want to avoid the negative social
implications of making an error. However, it has evolved into a shared logic that also forms part of the
cultural–cognitive pillar. Moreover, this shared logic is not only attributed to the Chinese; it also results from
the mismatch concerning Western entrepreneurs’ expectations of their personnel. According to foreign inter-
viewees, they need to invest considerably more management time to achieve the same value from their Chinese
staff. For start-ups, however, this investment is much more difficult to make than for large companies.

Competition

The entrepreneurial ecosystem literature emphasizes the market as an important component. However, it focuses
mostly on the demand side of the market and less on competition between suppliers of technologies. Competi-
tors can be incumbents or other new entries that target the same market segment. They can be firms that have
discovered opportunities independent of one another or followers that copy a product. Both Chinese and foreign
interviewees state that the Chinese competition is very fierce. Therefore, companies need a distinct competitive
edge to stay ahead of their competitors and survive. However, some foreign entrepreneurs in China are not par-
ticularly concerned with competition since the market is large enough for companies to co-exist. Most entrepre-
neurial and cleantech activities take place in the most developed ’first-tier’ cities, such as Shanghai and Beijing.
As such, the competition between high-tech firms in these regions is the strongest. Less developed regions, on
the other hand, are less competitive and more in need of environmental innovation. However, the solutions
needed there are lower tech and these regions are generally less accessible for foreigners. The following barriers
were identified.

• Fierce competition. Competitors move fast; they enter markets rapidly and make unpredictable moves. ’The com-
petitors here may come up with something that you cannot even imagine, because it’s outside of your knowledge’
(foreign facilitator). This barrier is based on a shared market logic of action that one has to move fast to exploit
opportunities, which makes it part of the cultural–cognitive pillar. The fierce competition explains why many for-
eign entrepreneurs say they would prefer not to compete with the Chinese in the same market, but rather to find a
niche. The strategies mentioned to stay competitive include localizing the supply chain to reduce costs, reducing
the development to market time, learning from early trials of the product/service in the market and continuing to
innovate to stay ahead of the competition.

• IP protection. IP (intellectual property) protection is also an often-mentioned barrier. Although the regulation and
enforcement of IP rights (IPRs) are improving, many interviewees still see them as an issue. ’The Chinese are
good at copying’ (foreign entrepreneur) and IP is difficult to protect. This is especially a problem for
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IP-intensive industries, such as cleantech. IP infringement is the result of the lack of IP regulations that are
enforced or norms against copying. This has resulted in the logic that copying is allowed, as there are no sanctions
against it, which places it in the cultural–cognitive pillar. This logic conflicts with the Western system of IP pro-
tection. Foreign entrepreneurs and facilitators do not recommend that any company should rely on IP. Instead,
companies should keep innovating their product or service and rely on tacit knowledge that is difficult to imitate
to stay ahead of the competition. Possible strategies to protect IP include engaging in business with a company
that has assets abroad, where there is a stronger rule of law, and making it difficult to duplicate technology, for
instance by keeping the production of key IP parts in the home market and only shifting the production of the less
IP-sensitive parts to China. On the other hand, being copied can also be seen as a good sign because ’it validates
the idea’, a foreign entrepreneur states. As such, it gives legitimacy to the company and the technology, which in-
creases its chances of survival (Hekkert et al., 2007). As long as the market is large enough, IP infringement is not
an immediate problem, as companies can co-exist.

Market

The market comprises the firms, consumers or governmental agencies that purchase the start-up’s products or ser-
vices. Understanding the market is often seen as key to start-up success (Ries, 2011; Blank, 2013). Research has
shown that this is one of the most difficult challenges in China (Niu et al., 2012). The Chinese market, including
the cleantech market, is seen as fragmented, with differences between regions and levels of development.

• Understanding the Chinese market. The Chinese market is unique and difficult to understand, according to foreign
entrepreneurs and facilitators: ’Anything you do in China is almost like just for China because the market is so
unique and the whole environment and all the pieces are so different’ (foreign entrepreneur). This barrier is
mostly the result of a shared understanding between foreigners. It is part of the cultural–cognitive pillar. Foreign
interviewees state that the tailoring of products, services and marketing to regional Chinese demands and thor-
ough market research by a local agent are crucial for the success of foreign companies in China.

• Low environmental awareness. Although the government acknowledges the environmental issues in China, one of
the main barriers to cleantech mentioned is that Chinese customers are perceived to have a low level of environ-
mental awareness. Earlier studies have confirmed that Chinese people generally have low environmental attitudes
(Xu et al., 2013; Hui and Zhang, 2015) and little knowledge of environmental risks (Zhang et al., 2013) and that
there is little pressure from Chinese customers on the environmental strategies of firms (Wu, 2015). ’Water
and energy are too cheap here to be a problem’, says a foreign cleantech entrepreneur. ’Saving maintenance cost
and energy, I don’t even mention that anymore, they don’t care about it. They want stuff that is visible.’ Chinese
customers generally seem to find other aspects of products more important than their environmental impact.
Moreover, Chinese customers are seen to have short-term vision, as a foreign entrepreneur explains: ’It is hard
to sell big solutions in China; they always go for the small and easy fix’. These different preferences are again most
likely the result of shared logics that conflict with those of Western cleantech entrepreneurs. Therefore, it is part of
the cultural–cognitive pillar. We found no evidence that the other pillars play a role here. One strategy in market-
ing is to emphasize the aspects of a product that yield immediate and visible benefits. Moreover, according to dif-
ferent interviewees, opportunities arise when industry has to meet certain regulations for which it needs clean
technologies. Technologies that are likely to have a large market are those that are aligned with the government’s
five-year plan.

• Problematic public procurement. Industry and government are big potential clients for cleantech companies. How-
ever, selling to the government is not always easy. A Chinese facilitator describes the governmental procurement
processes as follows: ’Selling to the government is impossible because it always buys from the same supplier,
regardless of the price or quality. It is not a free market’. This barrier is not the result of regulations or social
norms. The quote illustrates that the logic is always to buy from the same supplier, which makes it part of the
cultural–cognitive pillar. Again, this conflicts with the Western system, in which there are often strong regula-
tions about public procurement. As a strategy, the same facilitator recommends that ’the only way is to sell to
the government suppliers, who will sell it to the state-controlled companies’. Another strategy is to focus on
industry as the only client.
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Capital

Capital services are important in the entrepreneurial ecosystem as they invest the required financial resources in
start-ups. This is especially true for cleantech innovation in small firms (Halme and Korpela, 2014), but such
funding is hard to obtain in Europe and the US (Randjelovic et al., 2003). However, in line with governmental am-
bitions, China is known as the world’s largest commercial cleantech investor (Bloomberg New Energy Finance,
2013). The interviewees agree that capital is available for cleantech, but they note that finding good investors and
attracting financial resources are not easy because of three main barriers.

• Bad investors. It has become more popular among the new rich in China to invest in start-ups; however, foreign
start-ups claim that these investors are often inexperienced and have unrealistic expectations and their interests
are not always in line with the companies’ best interests. As a result, foreign entrepreneurs and facilitators say
that there are many bad investors who inflict more harm than good on start-ups. For example, one interviewee
was expected to hire a family member of his investor. Others told stories of investors demanding 90% of the
shares for a relatively small investment, because money is seen as much more valuable than an idea or a com-
pany. This barrier is primarily the result of a difference in logics between Chinese investors and Western entre-
preneurs when it comes to the value of different resources and the role that investors play. It is part of the
cultural–cognitive pillar. Interviewees also mention that being an investor is fashionable among newer wealthy
Chinese people, which adds a normative element. Foreign entrepreneurs and facilitators say that the strategy
here is to find (scarce) investors who add value to the company in the form of a network and/or knowledge next
to a reasonable financial investment. This can be achieved by using information from formal and informal net-
works and by becoming acquainted with the real intentions of the investors during the process of building
guanxi.

• Unattractive to foreign investors. Chinese laws make it very difficult to take money invested or earned in China out
of the country. Therefore, foreign investors are concerned that they will not be able to have their investment back.
This barrier is a clear example of the regulative pillar, but it also contains a cultural–cognitive element, as this pur-
poseful legislation (i.e. keeping money in the country) conflicts with the view of foreign investors. A common
strategy mentioned by foreign interviewees is to place investments in a non-Chinese mainland entity of the com-
pany, such as a holding company in Hong Kong. Conducting business in Hong Kong is easier than on the main-
land, according to entrepreneurs and facilitators in Hong Kong. Setting up and closing a business in Hong Kong
is inexpensive, easy and quick; there is a strong rule of law that resolves most issues around the violation of con-
tracts and IP infringements, and there are fewer cultural and language barriers because Hong Kong is more in-
ternational and English is an official language.

• Chinese investors prefer later-stage Chinese companies. Although foreign technology generally has a good reputation,
foreign early-stage companies still have to gain the credibility, trust and social capital required for Chinese inves-
tors to place an investment. Chinese investors prefer to invest in Chinese companies or later-stage companies with
a proven technology and market abroad. A Chinese investor in cleantech says ’Later stage is better. You should
have at least formed a team, with a Chinese who understands the Chinese market’. The reluctance to invest in
foreign start-ups is understandable, since the many barriers described above make such a move a risky endeavor.
This barrier is based on a shared understanding and common beliefs, which make it part of the cultural–cognitive
pillar. To reduce the risks and to become a more attractive partner, it helps already to have a strong home market, a
proven technology or a clear affiliation with a reputable foreign or Chinese partner.

Supporting Services

Professional supporting services provide the knowledge and skills that a start-up does not have in-house or chooses
to outsource. They can alleviate some of the barriers posed by the entrepreneurial ecosystem. Because many foreign
companies see the potential of China and want to explore the possibilities, many businesses and foreign govern-
ments offer supporting services for foreign companies in China, such as lawyers, accountants, consultants, consul-
ates and chambers of commerce. The Chinese Government also sees the importance of innovation and
entrepreneurship and tries to support them by hosting start-ups in its incubators. We identified two barriers asso-
ciated with these supporting services.
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• Little added value of Chinese services. Foreign interviewees mention that many government-supported incubators
have excellent resources but fail to add real value to their start-ups since they do not have the right expertise
and have little interest in the success of the start-ups. One foreign facilitator explains: ’There has got to be
1000 incubators in China now; it’s ridiculous. And they throw tons of money; they won’t take equity, because they
have zero interest in helping you once they have given you the money’. Although regulations support start-ups,
incentives to support the company in terms of other resources, such as business knowledge or social capital, seem
to be lacking. The logic of spending the money is in line with the aforementioned observation about how investors
value money over ideas, or perhaps more generally, the logic of valuing tangible over intangible resources, which
was also observed by Van Weele et al. (2013) among inexperienced European entrepreneurs. It is thus part of the
cultural–cognitive pillar. A strategy here is to make a well-informed choice prior to making use of an incubator or
support program. Again, the experience of other foreign entrepreneurs in China is helpful here.

• Foreign facilitators are not connected to the government. One advantage that Chinese government incubators gener-
ally have over foreign facilitators is a good relationship with the government. This can be quite useful, for in-
stance, when an entrepreneur wants to apply for a grant for one of the government’s innovation and research
projects, as a Chinese facilitator explains: ’These do not come to you; you have to discover them by yourselves usu-
ally. Finding them and doing the application can be time consuming and hard. We have people who focus purely
on that; they search for project grants and hear about them through their government contacts. They also have a
lot of experience in applying’. In the case of cleantech, a good government relationship can be especially beneficial.
The reasons for the underdevelopment of relationships between foreign facilitators and the Chinese Government
vary widely, including the aforementioned cultural and language barriers, lack of transparency and different val-
uations of the need to maintain government relationships (see above). Therefore, this barrier is mostly a cultural–
cognitive one. However, the opaque organization of the government is regulative. Another novel regulative ele-
ment is the new anti-corruption laws that prevent the building of relationships with the government that are
too intimate. These regulations might give foreign facilitators a somewhat more level playing field in comparison
with their Chinese counterparts. There is no apparent strategy for this barrier. Rather, each start-up should decide
how to deal with the government based on how important government relationships are.

Conclusion and Implications

Our first observation is that the barriers have either regulative or cultural–cognitive causes. Normative institutions
were observed, but always in conjunction with another pillar. The strategies for start-ups to overcome the barriers fit
the two underlying institutional causes. The main strategy is to come well prepared, in terms of resources and time,
but also to be well equipped with knowledge about the Chinese society, culture and, if possible, language. Entrepre-
neurs can anticipate which barriers will be applicable to their situation. However, they always need to be flexible and
able to adapt to new circumstances easily and do not need to rely too much on formal static regulations or IP. This
latter trait fits with the dynamic nature of start-ups, which arguably make more suitable vessels for technology trans-
fer to China than large companies, which are known to be more inert (Cyert and March, 1963; Hannan and Free-
man, 1984). For start-ups, it is advisable to be associated with a reputable large company that provides the
required credibility (Rao et al., 2008; Van Rijnsoever et al., 2014). Third, it is important to obtain advice or help from
people who are more experienced with technology transfer, such as facilitating incubators, consultants and advisors,
as well as from other members of the start-up community. Finally, for start-ups that feel less confident about enter-
ing China, it might be advisable to explore the easier Hong Kong route or to find a suitable business partner in
China who can conduct all the activities there.

Facilitators and Western policy makers can enable a soft landing for cleantech start-ups by teaching them how to
deal with the regulative and cultural cognitive barriers. An example is starting specialized incubation programs that
pay attention to cultural and language differences. In addition, facilitating matchmaking between start-ups and rep-
utable experienced Western companies or Chinese parties (e.g. reliable investors or facilitators) can aid the transfer
to China. Furthermore, Western embassies and consulates can actively aid this process on site. Another useful method
is to facilitate a start-up community in which entrepreneurs can learn from each other (Van Weele et al., 2014).
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Currently foreign and Chinese entrepreneurs operate in different communities, which can be explained by the fact that
they have different needs, and there is a mismatch between Western and Chinese logics. Foreign entrepreneurs often
lack the knowledge and skills needed to conduct business in the Chinese context, while Chinese entrepreneurs primar-
ily lack a strong technology base. We recommend that facilitators should actively build a start-up community that
includes both Chinese and foreign start-ups. This would provide an opportunity to overcome some of the cognitive–
cultural barriers and mismatches, allowing the two types of start-up to strengthen each other’s weaknesses.

The Chinese Government can fix some of the regulative barriers with relative ease. However, the question is
whether the Chinese Government is willing to open up the market. It is known that the government has the logic
to remain in control of its own domestic market (Potter, 1995). Such an underlying cultural–cognitive institution is
much more difficult to change than the resulting regulative institutions (Scott, 1995), because cultural–cognitive in-
stitutions are often deeply embedded in the culture and partly beyond governmental control. However, as the envi-
ronmental problems in China require immediate action, we urge Chinese policy makers to act in line with their five-
year plan and to address the regulative barriers as much as possible for the cleantech sector. Specifically, the visa
process and the registration of new companies can be addressed with relative ease.

Our paper is an example of how the social sciences can be used to help solve grand societal challenges (Van
Langenhove, 2012; Van Rijnsoever, 2012). However, we also sound some notes of caution. First, we acknowledge
that cleantech is a very broad sector. Accordingly, the opportunities and barriers can be very company specific
and not all barriers are applicable to each start-up. Second, we note that our data are based on our qualitative
interpretation of the perceptions of entrepreneurs and facilitators. To minimize bias, we worked with multiple
researchers, consulted the literature and used additional data sources to triangulate our data. Finally, we acknowl-
edge that we do not have a quantitative comparison that allows us to determine the exact influence of each barrier
on successful market entry. This is an avenue for further research.

Overall, the strategies and recommendations given here serve as a little helper for start-ups, but they are no guar-
antee of success. Those start-ups that succeed in overcoming the barriers can benefit from the huge potential that
the Chinese cleantech market has to offer. In return, these start-ups can aid sustainable development in China.
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