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3 Research Analysis 

The features and uses of these methods are explained as below. 

a) Open coding 

 Open coding is the process of selecting and naming categories from the analysis of the 

data. It is the initial stage in data acquisition and relates to describing overall features of 

the phenomenon under study. Variables involved in the phenomenon are identified, 

labeled, categorized and related together in an outline form. The properties of a category 

are described or dimensional at this stage. This involves placing or locating the property 

along a continuum within a range of possible values.  

b) Axial coding 

Axial coding is the next stage after open coding. In axial coding, data are put together 

in new ways. This is achieved by utilizing a ‘coding paradigm’, i.e. a system of coding 

that seeks to identify causal relationships between categories. The aim of the coding 

paradigm is to make explicit connections between categories and sub-categories. This 

process is often referred to as the ‘paradigm model’ and involves explaining and 

understanding relationships between categories in order to understand the phenomenon to 

which they relate.  

c) Selective coding 

Selective coding involves the process of selecting and identifying the core category 

and systematically relating it to other categories. It involves validating those relationships, 

filling in, and refining and developing those categories. Categories are integrated together 

and a Grounded Theory is arrived at. 

The process involves the following stages: 
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 Explication of the story line  

 Relating subsidiary categories to the core category using the paradigm 

model  

 Relating categories at the dimensional level. This involves understanding 

the range of values that categories may have. For example, the category 

'motivation' may have a range of values between not motivated and highly 

motivated.  

 Validation of relationships against data  

 Further refinement of the storyline  

The core category is the central phenomenon around which all other categories are 

based. Once this has been identified, the storyline is generated as a restatement of the 

project in a form that relates to the core category. Validation is done by generating 

hypothetical relationships between categories and using data from the field to test these 

hypotheses. Categories may be further refined and reclassified and the storyline may be 

further refined. This completes the grounding of the theory. 

The following table summarizes the relationship between the stages in the Grounded 

Theory methodology and the data collected in the final study 

 Table showing the relationship between the data collection and analysis stages 

described in the following chapters and the Grounded Theory method 

Stage in the final study Grounded theory stage 

Preliminary stage Open coding starts 
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Involving  

Data collection 

Questionnaire 

Interviews  

 Producing a preliminary structure of 

categories, sub-categories and variables. 

  

Axial coding starts 

Modification of structure 

Final study - Data collection stage 

 Data collection methods 

 Video  

 Interviews  

 Pre-test and post-test  

 Data logging  

 Questionnaire  

 Tasks and questions  

 Focus groups  

 Staff evaluation  

 Staff diary  

 Staff interviews  

Axial coding continues 

 Identification of causal relationships 

  

Selective coding starts 

  

Assigning values to variables from data 

Modification of structure based on data 

Identification of the core category 

Generation of theory 

Validation of theory with data 
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 Staff report  

 Expert evaluation 

Final study - Data analysis stage 

  

  

  

  

  

Selective coding continues 

Grounding the theory 

Core theme specified 

Emergence of the theory 

Production of narrative 

Presentation of theory 

Validation of theory with data 

  

The present research depicts and analyzes events and activities of localization of 

Taiwanese enterprises. In the research process, the author create a model of a filed 

researcher who is at once a pragmatist, humanist, and naturalist (Carl A. Bailey, “A Guide 

to Field Research”, Pine Forge Press, 1996). Based on field research and the case studies, 

the present research then arrives at several finding, conclusions and suggestions at the end, 

which may provide the reference for government and Taiwan’s SMEs in China, laying 

basis for the related research afterwards. 
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Table 3-1   First Stage in the Research Procedure 

 

 

 

 

 

 

Table 3-2   Second Stage in the Research Procedure 

 

 

 

 

  

 

 

 
Table 3-3   Third Stage in the Research Procedure 

Literature Review 

Research Structure

Pre-Researching 

Participated 
observation 

Taishang 
Interview 

Literature gathering 

Literatures 
Collection 

Information 
Observation 

Interview 
Script 

Integration analysis 

Thesis writing 
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3.1 Variables 

 

 

 

 

 

 

Figure 3-1 Framework of Analysis 

 

3.2 Facts of Guangdong Province 

3.2.1 Introduction 

The special relationship between China and Taiwan is important when discussing 

Taiwanese investment in China. While Taiwan’s government has encouraged Taiwanese 

enterprises to invest in Southeast Asian countries for political reasons, many Taiwanese 

enterprises typically choose China over Southeast Asian countries, because of similarities 

in language and culture (Kao et al., 1994; Yeh and Lin, 1999). To Taiwanese enterprises, 

this is an important ownership advantage when compete with other national enterprises in 

China. Furthermore, China is a big country with heterogeneous areas in resources, 

infrastructure, and government policies concerning incentive schemes. As with 

investment from Hong Kong and other countries, Taiwanese investment in China is 

concentrated in the southern and eastern regions. In those regions, the Chinese 

government provides favorable investment incentives, and there are seaports connecting 

to the outside world (Kao, 1994, 1995; Kao, 1994). 

Guangdong is located in the southern part of the South China Sea (figure 3-2), 

 
Contact Experience 

 

 
Making Profit 

 

Merging into  
Local Society 
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encompassing a total of 179,766km
2
. Mountain and hill areas cover most of Guangdong. 

There are many rivers such as the Zhujiang River (Pearl River), which is composed of the 

Xijiang River, the Beijiang River, the Dongjiang River, the Hanjiang River, the Rongjiang 

River and the Moyangjiang River. Guangdong has a coastline of 3,368.1km and more 

than 651 offshore islets. The Tropic of Cancer runs through the province, the southwest 

part of which and the Leizhou Peninsula are in the tropical zone (the other parts in the 

subtropical zone). It is warm and rainy all the year round, the average temperature ranges 

from 19 to 26 centigrade degree, the average annual rainfall is more than 1,500mm and 

the rainy season lasts from April to September. The population as of 2005 is 110 million 

people. 

 

Figure 3-2 Map of Guangdong Province 

 

As “the south gate” of China, Guangdong has been opening to the outside world for a 



 35

long time. Since the adoption of opening and reform policy in 1978, three special 

economic zones in Shenzhen, Zhuhai and Shantou have been established. Guangzhou, 

Zhanjiang, the Zhujiang (Pearl River) Delta areas and the whole coastal regions are also 

hubs of foreign investment. The province also has more than 100 ports open to 

international vessels. So Guangdong's transportation is convenient. Its industry is 

developing and agricultural products (rice, fruits, and fish) are abundant. This has helped 

the province to become one of the most prosperous in China. Its GDP for 2005 stood at 

US $265 billion which is the equivalent of Denmark’s GDP. It contributes about 12% of 

China’s national economic output. According to Xinhua, the PRC’s official press agency, 

Guangdong’s primary, secondary and tertiary industries were valued at RMB 137.46 

billion, RMB 1.08 trillion and RMB 957.94 billion respectively in 2005. 

 

3.2.2 Major Industries 

1.  Handicrafts: Guangdong is one of China’s leading production hubs of 

handicrafts. Its hardware items (such as keys, knives, flashlights), umbrellas, leather 

products, furniture (especially carved mahogany furniture) are all well-known in the 

world. Among artistic items, its ivory carvings, gem carvings, iron carvings, porcelain 

carvings and golden-wood carvings are well known for their excellent design. Guangdong 

embroidery and the Chaozhou embroidery, considered two of the four best types of 

embroideries in China, are known for their beautiful patterns and exquisite craftsmanship. 

There are also Zhaoqing's inkstones, Dongguan's fireworks, Shiwan's porcelain and 

Xingning's folding fans.  

2.  Household appliances/Electronics: Many of China’s major home appliance 

manufacturers are based in Guangdong. TCL is probably the best known and one of the 

largest of Guangdong’s appliance manufacturers. The company produces household 

appliances, TVs, audio and video equipment as well as mobile phones. Its products are 
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carried under the brands TCL, RCA and Thomson. It also has a partnership agreement 

with Alcatel to market its mobile phone handsets under Alcatel’s name. 

3.  Plastic products: Plastic products are a large industry in Guangdong with about 

1,535 manufacturers located in the province. The majority of these businesses have some 

investment from either overseas, Hong Kong or Taiwan. They are also located mostly in 

the Pearl River Delta region or along the coast of the province. This industry is also a 

growing industry. Total turnover in the industry in 2003 (the last year data was available) 

increased by 14.62% from 2002 to reach a total of RMB 75.808 billion.  

4.  Garments/Textiles: Guangdong is one of the three garment/textile hubs in 

China. The others are Jiangsu and Zhejiang provinces. In 2002, the British Consulate in 

Guangzhou stated that the total value of the Guangzhou garment and textile industry was 

reaching US $18.5 billion. Zhongshang, Dongguan and Foshan are cities that are famous 

for their textile and garment production. This industry counts about 30,000 companies in 

the whole region. 

5.  Metallurgy: Guangdong has rich mineral resources. Altogether 116 kinds of 

mineral reserves have been found in the province and the prospects of reserves have been 

proven for 89 kinds of minerals. Among them, the reserves of kaolin, peat, metallurgical 

gangue, trachyte for cement making, germanium and antimony are considered first class 

in China. 

6.  Agriculture: The province is blessed with diverse varieties of animals and 

plants. Rice is the major grain crop and the cash crops are vegetables, sugar cane and fruit.  

 

3.2.3 Investment Climate: 

1.  Wages: As a first-tier province, wages in Guangdong are at the higher end of the 

spectrum for private sector workers in China. The average private sector wage for 2005 in 

Guangdong is about RMB 21,500 per year. Only Beijing and Shanghai offer higher wages 
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according to the 2006 China Statistical Yearbook with wages of RMB 32,324 and RMB 

33,756 per year respectively. (Figure 3-3) 

As the below graph illustrates that compared with Shanghai and Beijing the growth 

rate of wages is the most stable in Guangdong. That means that foreign companies 

entering the market here can expect relatively stable wage environment. 

 

Figure 3-3 Annual Average Wages for Private Sector Workers 

 

2.  Government Incentives for foreign investors: In Guangdong’s 11
th 

five-year 

plan (http://www.gwytb.gov.cn), the city government of Guangzhou, the province’s 

capital, has been authorized to encourage companies to set up regional headquarters in the 

city. Foreign companies that set up regional headquarters or receive approval from the 

government to designate their existing facilities in Guangzhou as a regional headquarters 

can receive the following benefits:  

(1) The municipal government will reward businesses recognized as regional    

headquarters with incentives of RMB 2 million and those who declare their 

headquarters with RMB 5 million  

(2) Investors who purchase or build office space shall also receive subsidies of 
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RMB 1,000 per square meter over a period of three years; those companies 

renting office space shall receive annual subsidies of 30% of the rental price 

for three years. Recognized headquarters or regional headquarters in 

Guangzhou that have been established prior to the promulgation of the 

regulations shall also receive subsidies for additional office space 

development at 50% the rate of that for newly recognized headquarters. 

(3) Preferential tax policies, including the partial or complete exemption from 

local enterprise income tax, urban real estate tax, business tax and import 

duties, and VAT. 

(4) Local and national favorable policies for R&D centers, exporters and 

technologically advanced enterprises, for headquarters and regional 

headquarters recognized as such.  

(5) Discounted rates for public utilities and services fees.  

(6) Multiple-entry business visitor visas for senior personnel.  

(7) Multiple-entry business visitor visas for senior personnel and technicians 

and one to five-year employment visas for long-term foreign personnel.  

(8) Convenient exit permit policies for Chinese employees needing to travel 

outside Mainland China for business. 

 

3.2.4 Industrial Parks: 

As the place where the Chinese central government decided to start their experiment 

with capitalism, Guangdong is home to a large number of industrial parks. They can be 

found in a number of large cities including Guangzhou, Foshan, Zhanjiang, Zhongshan 

and Huizhou. There is also a park around the Daya Bay.  

Most of these parks focus on manufacturing, but as the experience of manufacturing 

companies in Guangzhou grows more firms are turning to software and other complex 
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products. One example of this growing domestic software industry is the Guangzhou 

Tianhe Software Development Park.  

Established in 1999, the park is 7km
2 

and has an annual gross domestic product of 

RMB 10.7 billion (US $1.29 billion). This all comes from domestic firms such as Suntek 

Group, Excellence Network, FENet Royalstone, Sigma System, Bonson Tech, China 

Weal Business Machinery and Sinobest. Quite an achievement for one area and one that is 

expected to grow as more low-cost manufacturing moves inland, leaving more high-tech 

and high-end manufacturing processes in Guangdong.  

The province is unique in that it has two free trade zones including the most well-

known at Shenzhen. The zone has about US $2.3 billion in direct investment. Some of the 

large corporations that have operations in the zone include IBM, STS, JDS Uniphase, 

Nippon Express, Wal-Mart, Great Wall Computer, Panasonic, Nippon Express Cargo 

Service and Chow Tai Fook Jewelry. The province’s other free trade zone is in Zhuhai. 

The 3km
2 
zone was set up in 1996 and has a focus on international trade and logistics with 

a secondary focus on financial and insurance services. It’s no surprise that some of the 

major firms located there are involved in just those types of industries. They include 

Canon, MTU, Epcos, Nippon Express. The foreign-direct investment in the zone currently 

reaches US$93 million. 

 

3.2.5 Transportation: 

The transport conditions in Guangdong Province are fairly good. So far, 

transportation by sea has been playing a very important role. The ships regularly travel 

from Guangzhou or Zhanjiang to South East Asia, Africa, Europe and America, and more 

than 40 domestic ports. Guangdong is also one of the provinces in China where the 

highways have been developed into a provincial network.(Table 3-4) 

There are also four railways: Beijiang to Guangzhou, Guangzhou to Jiulong, 
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Guangzhou to Maoming and Litang to Zhanjiang. In April 2007, Guangzhou and 

Shenzhen were two of the province’s cities that were given access to China’s new fleet of 

bullet trains that were expected to cut travel time between major cities up to half. For a 

trip from Guangzhou to Shenzhen, the travel time on the new bullet trains is just one hour. 

 

Table 3-4    Map of Guangzhou City 

 

Moreover, the air transport services are developing rapidly. Besides an airport in 

Guangzhou, there are airports in Zhanjing, Shantou, Zhuhai, Shenzhen, Foshan, Huizhou, 

Wuhua, Meixian and Yangjiang which connect with all the large cities in China. There are 

more than 10 international airlines that serve cities in Guangdong.  

Due to the province’s proximity to the Hong Kong SAR, foreign-invested companies 
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in Guangdong can take advantage of the convenient shipping that the territory provides. 

Container ships that land in Hong Kong can be unloaded and reloaded with a new 

shipment in just 10 hours. Hong Kong is also one of the world’s busiest harbors. In 2005, 

it handled 22 million TEUs (Twenty-foot Equivalent Units). 

 

3.3 The Expectation 

This thesis will be divided into five main chapters. First, I will give an account for 

the localization of Taiwanese Businessmen in China which is informing the research both 

for this study and for several previous studies related to the motivation of investment in 

China and the profitability of Taiwanese Businessmen in China. Second, I will review the 

literature on the contact hypothesis and the correlation between career planning, the 

purchase of properties, the social relationships and the reduction in prejudice between 

intergroup in local society and put special emphasis on case studies of changes in 

Guangdong Province in general and Guangzhou City in particular. Third, I will analyze 

the acquired data in relation to the hypothesized variables. Finally, I will attempt to 

summarize the implications of the study’s results, and how and what can be done to study 

this topic further. 


