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Abstract

The objective of this study was to describe thecgss of internationalization of
small- and medium-sized enterprises (SMEs) andxfboes the reason for the
differences in the pace of internationalizationfiohs. This is due to the fact that
increasing evidence shows that in spite of smafle sand inexperience in
international transactions, high value-adding maouiring firms are capable of
outrunning their larger, more resourceful countdggan foreign markets. The
problem studied were more specifically: Which fastmfluence the pace for SMEs
to increase their resource commitment to a foreiggrket and which factors
influence the pace for entering new country mafkets

The international strategy an SME chooses is assumelepend upon the firms’
key employees’ experience and network, the chaiatibs of the industry, how
global it is and the characteristics of the prog)ct

The problem was investigated using a case studigremore specifically by
carrying out in-depth interviews of founders oratlkey employees in twelve case
firms. The case companies were selected from agfagespondents to a survey that
was carried out in the Autumn 2001. The populatibthat survey was defined to be
SMEs in Norway, founded after 1990 (registerechimn Kompass database), an SME
being defined as firms with less than one hundrepleyees. Based on preliminary
findings of the firms’ export share and market sebm the twelve case firms were
categorized into four different groups: graduaginational (Gl), born global on the
export dimension (BGE), born global on the markatashsion (BGM) and true born
global (TBG). This study thus gives a more nuangeilv on the socalled born
global. It is found that it might be useful see Hwen global as a more heterogenous
group than has been done previously. In additibm, dtudy departs from other
studies in focusing on the market selection dim@nsnh studying the increased
international commitment as opposed to the entrylandimension which most
previous studies have focused on.

It was concluded that the SMEs which may be recond®e to venture abroad at an
early stage are the ones with;

- a unique product/or production process

- founders or other key employees with extensivpedence and network from
previous employment in similar industries, in pautar will the ones with strong
relations to key persons in large, successful degéions have a large advantage, or
the ones with good and well-established relatiansertain actors in the industry
supporting them with knowledge and insight to arémey themselves are lacking
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(f.i. research institutions) will be at an advamagmpared to those not having such
relationships (e.g. they have to start at stanvitp establishing such relationships).

- products adapted for a global market — magdto venture abroad and an earlier
stage in the firm's development, compared to fimmith products for which there
exists a sufficient home market.
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Chapter 1 Introduction

1.1 Background

The purpose of this study is to describe the pmoésnternationalization of small
and medium-sized enterprises (SMESs) and to expi@aeeasons for the differences
in the pace of internationalization of firms, whyeasome firms born global?
Furthermore, the study of several cases are interide allow for better
understanding or improved ability to theorize abotite concept of
internationalization of SMEs. Empirical evidena®nh many countries, supports the
notion that firms often internationalize by benefit from what they learn by
experience, i.e. their market knowledge increasaduglly and uncertainty and risk
is reduced over time for each new country. Howeief,988 Johanson & Mattson
pointed out that some firms follow other internaabzation patterns. They argued
that the degree of internationalization of marketg. the frequency, intensity and
integration of relationships across borders inghsdicular industry market) has an
impact on the internationalization process of tmelividual firm. In highly
internationalized markets, firms magapfrog some of the stages in the learning
process. More recently, many authors (e.g. OviattléDougall, 1994; Knight &
Cavusgil, 1996; Madsen, Rasmussen & Servais, 200@ye found empirical
evidence of yet another type. Some exporterdare global. These are firms that
aim at international markets or even the globalkeiairom their inception. They do
not seem to follow any kind of staged learning pssx leading to
internationalization, i.e. their behaviour is begid@apfrogging

Knight & Cavusgil (1996) argue that the slownesstld process described in
traditional internationalization literature may la@ indication of management’'s
aversion to risk-taking and their inability to aggurelevant knowledge and
information. The fact that the process seems tege®ded-up now, may partly be
explained by the notion that management in rapiitypalizing firms are less risk-
averse and/or have better access to relevant iatmm The environment has
changed a lot since the “traditional internatioretion theories” were developed,
e.g. the increased level of globalization in manguistries may constitute an
explanation for the observed increase in the pdaaeternationalization of firms.
This increased globalization, which is believedead people to perceive the world
as being smaller, may also induce managers to ipertiee risk of entering foreign
markets as being lower. One driver of globalizatien believed to be the
development of advanced communication technolagy,an industry described as
having a high degree of globalization will by ddfion be characterized by having
information transferred more easily and faster thatess global industries. This
increased access to information may decrease tlgehips distance between
countries, which has previously been seen as arrohgtacle for the international
expansion of firms (e.g. Johanson & Vahine, 1977).
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Despite the importance of SMEs to international keting, little is known about
how they prosper under globalization or about diahion’s moderating role on
entrepreneurship and marketing strategy. Accortlingnight (2000), most SMEs
are disadvantaged in an increasingly global enwnem because they lack the
resources of large multinationals. Waters (199&)est that one manifestation of a
globalizing world is just the emergence we now akeentrepreneurial start-ups that
have an international outlook from inception.

The faster pace may also at least partly be exgdiaby the fact that professionals
with cross-national experience and inter-cultu@hpetence are available in much
larger numbers than just ten years ago and alsod&s of new companies have
much more elaborate international experience,sskitld networks than previously
(Madsen, Rasmussen & Servais, 2000). Oviatt & Majadiu(1994) also state that
recent technological innovation and the presenceinofeasing numbers of
employees with international business experiense katablished new foundations
for multinational enterprises (MNESs). Traditionallthese were developed from
large, “mature” domestic firms, but the increaseg of low-cost communication
technology and transportation means that the pldidiscover and take advantage
of business opportunities in multiple countrieaas the prerogative of large, mature
corporations anymore. Crick & Jones (2000), fotanse, found that several firms
were set up by managers who have experience apgnatiinternational markets
from previous employment. They have experienceeialidg with the complexities
of international operations and have acquired apresgpation of the risks and
resource implications. Finally, but not less impatt they have developed a
network of customers and contacts that they caranderely upon when setting up
their own firms. Whatever the reasons are, theindseasing evidence that shows
that in spite of small size and inexperience irrinational transactions, high value-
adding manufacturing firms are capable of outrugrireir larger, more resourceful
counterparts in foreign markets.

The focus on SMEs and the influence on their dgrant stemming from
increased globalization is an area in need of &urtstudy (Knight, 2000). In
addition, this study will have an explicit focus tnonly on the increased
commitment to markets as is the more common indicaf a firm's degree of
internationalization (see f.i. Pedersen & PetersE®98), but also on market
selection or more specifically on the degree ofketspreading. The theoretical
contributions in the area of foreign entry modeyenbeen more advanced than other
topics of the firm’s internationalization (Anderset©97). The level of analysis
studied here are the individual, the reasoningrzkthis will be further elaborated
in chapter four. The traditional level of analysibien studying the process of
internationalization, is the firm (e.g. JohansonVahine, 1977; 1990; Cavusgil,
1980; Johanson & Mattson, 1988; Madhok, 1997; Aseler 1997, among others).
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1.2 Internationalization

1.2.1 The Born Global Phenomenon

According to Bradley (1995), there are basicallp thimensions which represent the
key strategic decisions in connection with a firmisternationalization, (1)
international market selection, and (2) choice wfrye mode. With regard to the
market selection dimension, the so called bornafBGs) often start activities in
many markets simultaneously and do not always pstéeting in those markets that
are closest. The product is developed for a glfibhtdrnational market (Madsen,
Rasmussen & Servais, 2000). Bell (1995) explairis th the following way,
“psychic distance has become much less relevargladsl communication and
transportation infrastructures improve and as ntarkbecome increasingly
homogeneous” (p.62). According to Pedersen & Bete(1998) the pace by which
firms commit resources may differ substantiallyf bwe tendency is for firms to
increase their resource commitment to a foreignketaover a period of time,
starting to serve foreign markets with agents ater linternalizing the activity by
changing to wholly owned subsidiaries. It is assuirtieat the internationalization
process of firms is currently proceeding fasterbmth dimensions (Hedlund &
Kverneland, 1985) than traditional theory predictbus, the research questions
addressed in this thesis are: which factors infleetme pace for SMEs to increase
their resource commitment to a foreign market ahétkvfactors influence the pace
for entering new country markets?

The terminternationalusually refers to either an attitude of the firrvéods foreign
activities or the actual carrying out of activitiebroad (Kindleberger, 1962 in
Johanson, 1994). The attitudes are the basis fissidas to undertake international
ventures, and the experiences from internation@ties influence these attitudes.
Tayeb (1992) argues that companies engage in attenal business when the
possibility of achieving the company’s objectives dither diminishing at home
and/or there are great opportunities abroad.

The first born global study was conducted by Reith893) who identified a “new

breed” of Australian firms which were “born globaRccording to this study born

globals tended to be small (e.g. average salesrfillién) and relatively young (e.g.

average age of 14 years), they had begun expatirayerage, two years after their
establishment and generated three quarters of tibigir sales from exports. The
companies were found in all industries, but thdyagbplied new technologies to
developing unique products or a new way of doingirfess and, according to
Junkkari (2000), as a result were strikingly coritjwet against established large
players.
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1.3 Methodological approach

Taking the explorative nature of the study, the plaxity of the outcome variable
and the need for processural data into consideraaocomparative case study
approach was chosen to study the pace of interraditation of twelve case firms.

The analysis is based on a combination of primad/secondary data sources. The
collection of primary data consists primarily ofnsestructured interviews. The
secondary data sources consists of external infmaources such as newspaper
articles and the Brgnngysund register, as well ndsrrial documents such as
newsletters, annual reports, customer lists andumber of other important
documents.

The approach in this thesis is both to comparedifferent cases to see if any
patterns replicate themselves across the casegpdadk at each case’s history to
get a picture of the dynamics in the internatictalon processes. A quite detailed
roadmap is proposed by Eisenhardt (1989) who defight stages in the process of
theorybuilding from case study research;

Roadmap of a case study

Getting started
Selecting cases
Crafting instruments
Entering the field
Analyzin% the data
Shaping hypotheses

Enfoldingiliterature

Reaching closure

Source: Eisenhardt (1989:532)

Figure 1: Roadmap of the study
13



First it is about getting started, i.e. the reseagoestion(s) have to be defined.
Second, the cases to be studied have to be sel@ttedcases are chosen based on
theoretical selection not random. Third it is abawafting the instruments or
choosing methods of data collection and fourths isuggested that the researcher
enters the field, that is, the collection of degastarting either through interviewing
and/or participant observation. The next step &yang the data using within-case
analysis and cross-case pattern search and bagbig time shaping of hypotheses or
propositions is done as the sixth step before dimfglliterature. That is, compare
the data with conflicting and/or similar literausnd finally the eight and last stage
is to reach closure, in other words, to sum upntian findings and the different
implications of these and the limitations of thedst With regard to the analysis in
this study, it was divided into four main stagek)} éstablishing the case firms’
milestones (chronology), (2) coding and writingthp data according to phases and
themes, (3) comparing the cases, and (4) appliieory.

1.4 Outline of thesis

The thesis is organized as follows: first an ovemwiof the chosen perspectives on
firms’ internationalization processes is given hapter two, before the conceptual
framework is presented in chapter three. In chafaar the research design is
described and operationalizations of the main gotscare made. The way the cases
have been chosen are also elaborated on in chimpteand how the actual data
collection has been carried out before the chédpteoncluded with a discussion of
validity and reliability issues. The twelve casee described in some detail in
chapter five, with focus on the different dimensidselieved to have an impact on
the pace of internationalization. In chapter sig tases are further analyzed and
results compared with relevant theory in the fiall propositions following from
these findings are then presented. Finally the mesults of the case study are
summarized and implications are made in chaptezrsebhe final chapter also ends
with some suggestions for future studies.
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Chapter 2 Theoretical Background

2.1 Introduction

Internationalization can be described as the psetadapting exchange transaction
modality to international markets (Calof & Beami€t995). Root (1987) defined
entry mode as an institutional arrangement for mimgag and conducting
international business transactions, such as aio#htransfer, joint ventures and
wholly-owned operations. The existing literatureeslonot seem to have reached to
an agreement on which conceptual framework andteats should be used to
explain a firm’s foreign market entry. Some of thest frequently used frameworks
on internationalization will be reviewed next amdvill be elaborated on why one
theory has been chosen over the other.

Traditionally international business researchersused on large multinational
enterprises (MNESs) (Gabrielson et al, 2006) antb¥dhg from this, much of the
focus has been on how and when to carry out fordigect investments (FDIS).
Entrepreneurship researchers focused primarily emtwe creation and the
management of SMEs within a domestic context. lcemé years however, the
demarcation segregating international businessemtibpreneurship has begun to
erode (Gabrielson et al, 2006). The literaturerkashed the point of specifying that
“international entrepreneurship is a combinatiorinofovative, proactive, and risk-
seeking behaviour that crosses national boundanédss intended to create value in
organizations”, (McDougall & Oviatt, 2000:903).

This chapter gives an overview of the most usedrtes on internationalization.
Many of the theories on internationalization or ickoof entry modes overlap. The
theories have been divided into two main categomeE®nomic theories, which
include transaction cost theory (Williamson, 19881) or internalization theory
(Buckley & Casson, 1976), eclectic paradigm or @amework (Dunning 1980/88)

and different global management and strategic behatheories (Hamel &

Prahalad, 1985; Knickerbocker, 1973; Porter, 1986)en there are behavioral
theories with their roots in the resource-basedrthéPenrose, 1959), including the
stages theory of internationalization (Johanson &Me, 1977), network theory
(Johanson & Mattson, 1988), social network theoi@rafovetter, 1973),

entrepreneurship theories (Aldrich & Zimmer, 1988evenson, 1984) and the
organizational capability perspective (Madhok, 1997

2.2 Economic Theories
2.2.1 The Transaction Cost Theory (TCT)

The TCT belongs to the new institutional econonpigeadigm, in which the firm is
viewed as a governance structure (Williamson, 198%) TCT seems to be
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especially effective in explaining vertical intetyoa decisions, and has been used to
predict entry mode for manufacturing firms a wellfar service firms. Transaction
costs are the costs of running the system and dechx antecosts, such as
searching, drafting, negotiating and safeguardimggreement, anex postcosts,
such as monitoring and enforcing agreements. Tdreséction cost theory focuses
on inter-organizational governance of a seller-bugkationship. Specific assets, the
frequency of economic exchange and uncertaintyosading the exchange of
resources between buyer and seller, represenbteedamensions of the transaction.
The composition of these dimensions is decisive tlee way cost efficient
governance modes are assigned to the transactidhatdgon, 1971; 1981). The
decisionmaker is supposed to be boundedly ratiaral sometimes display
opportunistic behavior. In the last decades, TC$ baen commonly applied in
research on foreign market entry modes (e.g. Elr@nRao, 1993). In choosing
entry modes, firms are supposedly making tradeffaieen control (e.g. benefit of
integration) and cost of resource commitments (@@gt of integration).

The “theory of internalization”, which the TCT israetimes called, assumes that a
multinational enterprise has somehow developedra-dpecific advantage in its
home market (Johanson & Mattson, 1988). Usuallg thiin the form internally
developed, intangible assets that give the firmes@uomperior production, product,
marketing and/or management knowledge. If this tasaanot be exploited and
safeguarded effectively through market or cont@ctwansactions, an “internal
market” has to be created. Expansions outsideitimésfdomestic market then, take
place through horizontal and/or vertical integnatidhe firm establishes or buys
manufacturing plants outside its home market. fimézing” has costs in the form
of internal administrative systems and risk-takifigese costs of internalization will
be lower the less different the foreign marketranf the home market. Thus, the
internalization model predicts that internationalp@nsion starts in “nearby”
markets. The internalization model is not intenttedxplain processes, but attempts
to explain a specific economic institution, the timational enterprise. Lorenzo and
Lipparini (1999:317) argue that “..transaction ep$bcusing as it does on a single
transaction, is not appropriate for understandeagriing and innovative processes
when knowledge is broadly distributed and the loofignnovation is found in a
network of interorganizational relationships”.

Most of the studies on foreign market entry motiese made some modification of
the TCT. The modified TCT predicts a positive rnelaship between asset
specificity and propensity for high-control entrypdes. Although the extensions of
the TCT could enrich our knowledge of a firm’s gntnode, such modifications
imply that the assumption of transaction cost mination is abandoned. Use of
other decision criteria than transaction cost mipation could lead to other
conclusions concerning choice of entry mode, thaule be suggested by the
original TCT. TCT has limitations in that firms duate the merits of control not
only on the reduction of transaction costs, bub al® other non-TCT-related
considerations, such as global integration and etagower (Andersen, 1997,
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Dunning, 2000). Madhok (1997) demonstrates thatnmirging benefits or values
instead of the transaction cost minimization aga@sion criteria, other conclusions
are reached concerning which entry mode a firm Ishealect. Andersen (1997)
raises other issues of concern with regard to tbdifred TCT, he points out that
while most TCT-studies on entry mode have used f@wvel as unit of analysis, the
unit of analysis should according to the theorythe transaction. Bloodgood,
Sapienza and Almeida (1996) are also critical agdeathat while some firms may
internationalize to reduce costs by internalizihg transfer of goods and services
across national borders, it does not explain d®s/ithat are directed towards
accomplishing strategic goals having little to dithweduction of costs. In addition,
according to Tallman (1991), TCT is an economiotii®f organizational structure,
not strategy, since international strategy is tl@nndependent variable here, this
theory does not seem very appropriate for thisystkdirthermore, the issues of
control and integration subsume TCT, which is stati nature, and may not be
completely relevant in the context of global tedbg@al advances and dynamic
innovation wherein firms are able to both disingdize through alliance capitalism
and exercise control at the same time (Dunning512800). Additionally, there
might be problems of operationalization since ta@tisn costs are seen as difficult
to measure a priori.

The TC theory does not focus on firms’ potentiaduction constraints, as there is
no attention to what extent the integration of ativdy will fit a firm’s existing
competence or resource base. TCT has also beeaizedt for ignoring the
importance of trust (Ring & Van de Ven, 1992). Altlyh trust appears to be an
essential element in explaining the nature of enbomrganization (cf. Braddach &
Eccles, 1989; Arrow, 1974; Hennart, 1982), it i$ imaorporated in the mainstream
model of TCT. Relations and trust within the redaghips to different actors, from
customers and suppliers to research institutiorsg, loe of even greater importance
for these new types of internationalizing firmsyrbglobals, than to the larger and
more resourceful MNEs. The large MNEs and their EBtisions have been the
main focus of the economic theories of internatii@ation.

2.2.2 The Eclectic Framework

Dunning’s eclectic paradigm (1979, 1980, 1987, }@8®leavours to predict foreign
direct investments (FDIs) by firms. Despite thenffigance of theories such as the
International Product Life Cycle theory (Vernon,669 Onkvisit & Shaw, 1983;
Toyne & Walters, 1993), the Markets Imperfectiore®ty (Hymer, 1976), Strategic
Behavior Theory (Knickerbocker, 1973; Graham, 19Tasson, 1987), the
Resource Based Theory (Penrose, 1959; Cantwelg; ®@&halad & Hamel, 1990;
Madhok, 1997; and Andersen, 1997) and the TC th@afilfliamson, 1981; 1985),
Dunning (1995) states that they were singly incatgland could not adequately
explain either the choice of FDI over exporting dindnsing or the choice of where
to locate the FDI. As and alternative Dunning (1,2888) proposed an eclectic
theory of international production. The eclectiaguigm is, according to Benito
(1995), by far the most popular general theoryrternationalization. Benito (1995)
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believes Dunning’s paradigm is more of a multi-levemework than a theory. He

states that the eclectic paradigm is a synthesteeoperspectives of market power
(e.g. industrial organization), internalizationg(etransaction cost) and location (e.g.
international trade theory). Dunning (1980;1988)gwsts that the following factors

will influence a firm’'s choice of entry mode; owship advantages (e.g. firm

specific assets and skills), locational advantafgeg. reflect attractiveness of
specific country; market potential & investmenkjisand internalization advantages
(e.g. costs of choosing a hierarchical mode of afpmr over an external mode;

transaction costs).

The strengths of the theory can be characterizedtdyichness (e.g. several
explanans) and its creativity (e.g. generationew mleterminants and combinations
of these with existing ones). The strengths may évan, also be the potential
weaknesses of the theory. When increasing the nupfbexplanans, the problems
of establishing demarcation lines between the wiffe concepts may arise. Itaki
(1991) for instance, believes that the concept @rslnip advantage» is redundant.
For predictive purposes, many economists would epréd use relatively few
explanans in order to ensure simpleness. Secotidiyise of several explanans is
likely to create problems with regards to analyzangl interpreting the effects of
interrelationships among the determinant factoodhe3g & Askeland (2005) stated
that the broadness and multiplicity of the eclefiéenework makes it vulnerable to
complexity and tautology, leading to difficulties predicting causality. Thirdly, the
concept «locational advantage» is likely to havedieect influence on the
international market selection (IMS). The assumptimat the choice of entry mode
and IMS can be regarded as independent decisiaegses may not be true; f.i. do
firms select a country where the locational advgesaare perceived as being great
(e.g. high market potential, low production costsyt where the government
restrictions narrow the feasible set of entry m@d&tost entry mode literature
assumes that the entering firm has the option tmsh any entry mode in a given
country. This may not be the case in a real setlihg focus of this paradigm is, as
stated at the top, on FDI’s, this is a high-riskl &3igh-commitment entry mode, not
much used by the socalled born globals (MadsenmBRssen & Servais, 2000).
Finally, unlike the behavioral approaches discusisedection 2.4, the eclectic
paradigm is static, which might also make it inappiate considering that
internationalization is a dynamic concept, a preces

2.3 Global Strategic Management

2.3.1 Strategic Behavior Theory

“The internationalization process of the firm cath@ seen in isolation; it can only
be analyzed by understanding the environmental idond as well as the actual
relationships of the firm in questionMadsen & Servais, 1997:572).
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Bell (1995), in his study of small computer softevdirms, found that existing
internationalization models did not adequatelyeetfithe underlying factors of the
internationalization processes in these firms. élenél that the process was strongly
influenced by domestic and foreign client followeps the targeting of niche
markets and industry-specific consideration ratttemn the psychic distance to
export markets.

The definition of “environment” in Madsen & Servaf{$997) article is perceived to

relate to what Johanson & Mattson (1988) term “degf internationalization of the

market”. “Level or degree of globalization” can ldeen as a continuation or
extension of that concept due to further changeirironment since the 80ies when
the network theory was developed. A large body iwdrdture has evolved on

strategic responses to the increasing degree bhligation in markets, but mainly

on large multinational enterprises (Hamel & Pratal®85; Porter, 1986; Bartlett &

Ghoshal, 1989; Yip, 1992). The strategic respormdeSMESs to the development
have received relatively limited attention (KnigB@00; Solberg, 1997).

Levitt (1983:102) define globalization as “the pges of homogenization of demand
and increasing economies of scale, forcing compgari® standardize their
production and marketing at high levels of outpubider to cut costs and thus gain
competitive edge”. Porter (1986) also sees theaijimdtion trends, but calls for a
global strategic approach coupled with local adapta“glocalization”. “Industries
globalize when the benefits of configuring and/oorminating globally exceed the
costs of doing so” (p. 33). A more simple definitics given by Sélvell (1988),
“global competition implies competition coveringettworld” (p. 182). In other
words, globalization is seen as an extreme cadat@fational competition. The
definition used in this thesis is Solvell's (198@latively broad one and it is
applicable both at firm- and industry level.

The interplay of globalization forces such as gowsgntal drivers (e.g. reduction of
tariff and non-tariff barriers to trade and creatiaf trading blocs), market drivers
(e.g. convergence of consumer behavior, globaloousts, homogenous products),
cost drivers (e.g. economies of scale/increasingirmim efficient scale) and
competitive drivers (e.g. convergence of practiagiepal networks) eventually
pushes the industry to becoming global (Yip, 1989)many cases, a global industry
is characterized by oligopolistic competition, withhigh degree of transparence
among the firms’ capabilities and strategic actidtance, the strategic choices of a
firm can be expected to have an impact on othempemes in the industry, also in
other markets (Porter, 1986).

In contrast is a so called multi-local industry &werized by heterogeneous

markets and competition that occurs domesticallgd amdependently. In other

words, actions in one market do not affect thevigtiin other markets (Porter,

1986). There might still be a significant importanaf international trade, but no
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dominant international players (Solberg, 1997), a@hé MNC organizes its
subsidiaries as a portfolio of national busines®sestlett & Ghoshal, 1989). A
global industry is, according to Solberg (1997 areteterized by a limited number of
global players, in addition to a segment of smalpecialized companies. Moen &
Servais (2002) state that the globalization on stqulevel, may be one of the
reasons for the change found in the export behatidhe firm level over the last
decade.

Hamel & Prahalad (1985) offered a new framework&ssessing the nature of the
worldwide challenge. The argument above (by Le\lit83) emphasized the scale
and learning effects that transcend national bouesiand provide cost advantages
(Porter & Rudden, 1982). Levitt (1983) held thewiéhat world products offer
customers the twin benefits of the low-cost andhiggality incentives for foreign
customers to lay aside culture-bound product peefags. Hamel & Prahalad (1985)
believed that this perspective was incomplete amleading; “Companies must
distinguish between the cost effectiveness basedffshore sourcing and world-
scale plants, and the competitive effectivenesgdas the ability to retaliate in
competitors’ key markets” (p. 142). They believeldkaivdrives global competition is
aggressive competitors using cash flows generatétkir home market to subsidize
attacks on markets of domestically oriented fore@gmpetitors. Then there is
retaliation, not in the aggressors’ home marketeretihe attacks were staged, but
in foreign markets where the aggressor companiesnast vulnerable. This is
analogue to what is labeled the strategic behatieory by Malhotra, Agarwal &
Ulgado (2003). According to this theory, there isp@pensity of firms in an
oligopolistic industry to move in tandem to maintaiindustry stability
(Knickerbocker, 1973) that is, they match the sgit behavior and activities of
their rivals to minimize risk and uncertainty. Th&in motive of this theory is
explaining the pattern of FDI and the main explanatentified, is the dynamics of
international competition. Motivated by the desiceminimize risks under great
uncertainty, most firms under oligopolistic indiessrresort to imitating each move
their rivals make, including the establishment mfduction facilities abroad. Casson
(1987) also showed that firms in global industuss FDI as a preemptive strategy,
that is, as a way to protect their domestic markedm foreign competition by
waging competition through FDI in the latter's omrarket. With its focus on FDI's
and retaliation through the use of such high-commmitt modes in the different
competitors’ markets, the strategic behavior theang other theories of global
management might not explain very well the processt SMEs lacking the
resources to make such moves. However, whetheotothe industry is global, is
still important to establish in order to explairetheason for the firms’ speed of
international expansion. How SME’s might overcorheitt disadvantage of being
just a midge among the large olipolistic playersainglobal industry will be
elaborated on in the next section.

2.3.2 Niches
Madsen & Servais (1997) state that the rise of Bfésdue to at least three factors,
the two first are closely connected; new market dadgons, technological
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developments and more elaborate capabilities oplpedNew market conditions
have arisen because of increased specializatioh@mzk a number of niche markets
are seen. The domestic demand is too small (evirge countries) for these very
specialized products. These new market charadtsrigte to a high degree caused
by some basic changes in technology. New produgiiocess technology implies
that small-scale operations may also be economicaund. Transportation of
people and goods are more frequent, reliable aad elieaper than before, i.e. cost
barriers for an international approach has beeroveth World markets become
more accessible because of developments in comationce.g. low cost due to fax,
e-mail and so on.

Fast paced internationalization is believed to bmmonplace among firms that
target small, highly specialized, global “nichesidais believed to be particularly
prevalent among SMEs located in small, open ecog®rthat face the double
jeopardy of targeting narrow “niches” in small datie markets (Bell, McNaughton
& Young, 2001). Moen (2000) also found that smaliné tend to follow a niche
focus strategy and that this strategy is furthekdd to product quality and high
attention to personal selling. Both product quabtyd personal selling render a
positive impact on export performance. Accordinglye small firms in Moen’s
(2000) study seem to have developed an exportegirate.g. niche focus) that
reduces their size disadvantages. This is in kgepith Pavitt (1990) who describes
the key strength of the small, innovative firmstlasir ability to match technology
with specific customer requirements. The link betwaiche strategy and personal
selling revealed, in part, a way to try to redune perceived risk associated with the
export venture. High attention to personal sellingy be a means by which small
firms gain the necessary understanding of custdmeesls in foreign markets.

The finding that small firms often follow a nicheclus strategy (Moen, 2000) is
consistent with Solberg’'s (1997) framework, aimedaaalyzing the strategic

options for small and medium sized firms competinginternational markets.

Implicitly in this strategic option, is the viewahwhen small firms are operating in
markets exposed to international competition (eagne markets), they do not have
any other choice than to focus their resources rorngernational niche strategy
targeting small customer groups. Christensen (198d4hes a similar description,
linked to what he calls “the small and medium sisegborter's squeeze” (p.49),
where mainly external factors make it necessarsioall and medium sized firms
to start exporting when lacking internal resouraad export competence (Moen,
2000).

Caves & Porter (1977) explain the advantages tdvidhg a niche strategy with the
concept of “mobility barriers”. Mobility barriers@ defined as barriers specific to a
limited group of firms within an industry (Caves Rorter, 1977). One underlying
factor determining mobility barriers is the stratefehavior of firms through their
investments. Competitors can either match suchsinwents or adopt a different
strategy to counter the initial actions of theirats (Caves & Porter, 1977). Then
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gradually develop different strategic groups, wdiifferent sets of entry barriers,
making their products non-substitutable within theimediate customer base. This
is seen as one reason why smaller firms using simbalptechnologies and scales
may profitable co-exist with larger, state of thig bpw cost facilities Focusallows
the small player to avoid head-to-head competitth larger, broadly-based firms
that tend to target mass markets. Nearly all redpots in Knight, Madsen &
Servais’ (2002) study also applied what can be ¢drdifferentiation strategy
which is the offering of products perceived by oanstrs as unique. “Younger firms
typically lack the resources to compete with |aW€eEs on the basis of low costs or
superior market power and thus, such businessesdistipguish themselves by
offering superior quality products in niche markefs. 6). In other words, the
choice of a niche strategy is closely related ®tipe of product a firm is offering
and this will be discussed in more detail next.

2.3.3 Product Characteristics

Why may it be necessary to “jump stages” on the wjnternational markets?

According to Solberg (2001) some market settings draracterized by extremely
high growth or short product life cycles, and iclsgettings it might be necessary to
get a broad (and therefore in most cases intemajionarket coverage in the early
phases of the life of the product in order to Ijitsdize on R&D investments and 2)

preempt competition from gaining market share (Kp$Q90).

According to Porter (1980), the evolution of antstly is closely associated with
the traditional product life cycle (PLC). Duringetlprocess, industry structure is
likely to change, in terms of competitive situatiamd customer sophistication. The
difference in comparative advantage of small amgeldirms at different stages of
the innovative process is discussed by Williamskgv$) “an efficient procedure to
introduce new products is for the initial developmend market testing to be
performed by independent inventors and small fifperhaps new entrants) in an
industry, the successful development then to beiea} possibly through licensing
or mergers, for sequential marketing by a largelticivisional enterprise”. There
might thus be an expectation of the firms (e.g.iben globals) changing forms over
time. Again, the focus is on large players anaérmss to be an implicit assumption
that only large MNCs are able to compete in thgdam in the global market place.
Shanklin and Ryans (1984) divided the developmémtigh technology industries
into three separate phases, requiring differeental of the firms; the patent driven
stage, the supply-driven stage and the demandrdstege. Overall, this indicates
that small firms may have an advantage over ladgeing initial stages of product
development, due to flexibility and a possibility ¢ngage in the close customer
contacts required for successful product adaptadiath application development.
Therefore, a rapid speed of foreign entry wouldpolferred among these firms, in
order to cover R&D expenditures before price cormipet increases or the
technology becomes obsolete.

Type of product may thus also influence the choafestrategies for going
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international and/or global. If there is a prodwith a short product life cycle (as in
most high technology products) this creates a feelhrge R&D costs. Short PLCs
also call for higher innovativeness in order tonielu new versions or products to
compensate for the decline of original ones. Tievien more problematic for small
firms compared to larger, more mature firms, theg aot likely to have the

resources and capacity to enter the mass marketsther words the small firms
have to find a way to compete with the large MN@se way may be aiming for
small, speciality segments not large enough toestaheir large counterparts.

2.4 Behavioral Theories

2.4.1 Internationalization Process Theories

A behavioristic approach to internationalizationigates the need for a sequential
process of learning about foreign activities (Limdt; 1991). Researchers began to
systematically examine the internationalizationcpss of firms at the end of the
1960s. These studies focused adtitudesand behavior of firms in the process of
going international (Li & Cavusgil, 1995). Empiricastudies in this area
concentrated on testing whether internationalizatias an incremental and gradual
process. The results are non-conclusive. Karafékid®86) found that the majority
of the firms he studied experienced a sequentidl gnadual process starting as
uncommitted exporters and increasing their commitnas firms’ size and export
volume grew. On the other hand, Diamantopolous’889and Millington &
Bayliss’ (1990) failed to support the incrementalkew of the process of
internationalization. However, all researchers adrihat there were different stages
in the internationalization process. These comfigctfindings may suggest two
different processes at work, sequential and randierthe former, firms go through
different stages in sequential order. In the laftans leapfrog certain stages.

Stage theory of internationalization contends thdirm’s international operations

will gradually increase as it gains knowledge amgegience in the international

arena. The main point is thus, the more internatierperience a firm has the more
able it will be to expand internationally. The ne=ragraph will briefly describe the

main arguments within this string of literatureg $o called U- and I-models.

An underlying assumption of all these models ig fivens are well established in
the domestic market before venturing abroad (B&dNaughton & Young, 2001).
Johanson & Vahine’s internationalization modihe Uppsala Internationalization
Model (U-model), rests on the resource-based theory (sede 1997). The basic
assumption of Johanson & VahIne’'s model (1977/380hat performing activities
creates internal assets such as skills and (expiatle knowledge. Johanson &
Vahlne's classification of market knowledge is lmhsen Penrose’s definition
(1959:53): “One type, objective knowledge, can daght, the other, experience or
experiential knowledge, can only be learnt throyghsonal experience....”. The
establishment chain, as Andersen (1997) calls duma& Vahine's approach, has
some points of resemblance with the eclectic fraangywconcerning the emphasis
on firms’ knowledge. The main difference betweer fterspectives, is that the
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establishment chain describes the entry mode decas a time-dependent process,
i.e. the explanation of a particular state (e.gryemode) is based on some prior
state or a sequence of some prior states. In cinthe eclectic framework attempts
to predict a firm’s entry mode based on curnemities of a set of independent and
moderating factors.

In The Innovation-Related Moddl-model), the internationalization decision is
considered an innovation for the firm. They focus the learning sequence in
connection with adopting an innovation. The mod@dkey & Tesar, 1977,
Cavusgil, 1980; Czinkota, 1982 & Reid, 1981) areveel from Roger’s stages of
the adoption process (Rogers, 1962, pp. 81-86).folk models are very similar
except the two first presume that the firm is mbéiested in exporting at stage 1 and
partially interested in Stage 2. This, accordind\tmlersen (1993), implies that they
believe there must exist some sort of “push” meidmaror external change agent
that initiates the export decision. In the twodatinodels, the firm is described as a
unit more interested and active during the eages. In these models Andersen
(1993) believes a “pull” mechanism or internal aparagent is more relevant
explanation to why the firm moves to the next stage

The process theories assume that the firm will wglig increase its commitment

from sporadic export to direct investment. On theesiion on which market to

select, the process theories suggest firms woukt @ew markets according to their
psychic distance. Psychic distance being defined@srs preventing or disturbing

the flow of information between the firm and therked, including factors such as
differences in language, culture, political systetesel of education, or level of

industrial development (Johanson & Vahilne, 1977)eérning experience in one
culturally distant country produces a knowledgeebfis further expansion within

the same cultural sphere. Thus, firms start inteynalization by entering those

markets they can most easily understand. There wthibysee opportunities, and

there the perceived market uncertainty is low. @afguments for the gradual pattern
are discussed in length in the article of Johar&dfahine (1977). Andersen (1993)
states that the other authors explicitly or implycbuild on Johanson & Vahine’s

contribution.

The focus here will be on the U-model, since tlathe more general one that the
others are based on. It should be noted that Johasas/ahlne (1977; 1990) have
not included co-operative modes of entry (e.g.dhising, licensing, management
contract and so on) in their establishment chairviéw of the frequent use of such
entry modes, this is obviously a weakness. Whegingdthe early contributions of
the U-model (and I-model), we have to take intoocact that the world may be
considered far more complex than when these (ioadi) theories were first
advanced. Cooperative modes of entry were not despread in the seventies as
they are today. The authors (of traditional thejrjgay little attention to market-and
firm specific characteristics that can accounttfug behaviors they observe, they
focus more on the relationship between informataquisition and market and
market commitment, rather than on the (criticaQues of strategy formulation.
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Reid’s (1984) view is consistent with the writings Penrose (1959), who argued
that firms strategically and deliberately adaptetmlving circumstances in their
market environment. The stages model has thus hm#itized as being
deterministic(e.g. the firm will start at stage A, then it wgld to stage B and so on).
The firm’s ability to make strategic choices regagdappropriate modes of entry in
overseas markets, are then denied (Reid, 1983;, R68%). That may be missing
the point. The main argument in the stages modéhas internationalization is a
process based on experiential learning in foreigrkets (Madsen & Servais, 1997).
This process may take different forms one of winak been suggested by Johanson
& Vahlne (1977), e.g like “rings in the water”. Hadd & Kverneland (1985)
suggested that due to the internationalization afkets, market knowledge had
increased and uncertainty then decreased, makengpabic mechanisms of the U-
and I-model less important than they had beenédrptst Another important aspect
with regard to the increased globality is the fidwett, in a global industry, the firm
would probably not have the option of comfortabloasing to initially enter
markets depending on psychic distance or on inteesaurces of the firm (Solberg
& Askeland, 2005). They will most probable be “fed¢ out by the strength of
competition in their home markdtowever, Madsen & Servais (1997) state that a
falsification of the surface manifestations is mafcessarily the same thing as a
falsification of thereasoningbehind the traditional model. The basic assumption
may still be valid, even for fast internationaligifirms. Such firms’ perception of
uncertainty with regard to international marketstypically lower because the
founder and other employees have gained interratiExperience prior to start-up.
Since some of this international experience is io@af within individuals, new
ventures formed by these individuals may be ableajutalize on their experience
and expand internationally (Bloodgood, Sapienza Bndéida, 1996). The same
argue that the firm’'s possession of specific acaged, knowledge, and experience
are keys to whether new ventures will internaticmeaéarly and whether such efforts
will be successful.

The critique of the TCT and the IPT is quite similathat they both focus on the
firms’ internal development and do not take intosideration the importance of
external assets, e.g. important relationships. Taey both seen as losing their
explanatory power as the firm and the environmext$ gnore internationalized. In
sum, both the transaction cost approach and teenaionalization process model
leave out characteristics of the firm and the miankbich seem especially important
in the case of “global competition” and co-openatio industrial systems. Another
weakness of the IP perspective, is that it is wois@ering mode changes involving
decreasing foreign commitment. The IP perspectifesis on knowledge and
learning as a presupposition for international@ais however, very important.

When it comes to the internationalization procebgoty which describes
internationalization in terms of cognitive learniagd competency development
which increases, through experience, over time, shiems very valid indeed with
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regard to the BG phenomena, only the process isng@vlot faster than assumed in
the IP-perspective. But again, the internation&ibrais traditionally measured at
firm level. The process of learning is still bekselto take time, but the focus in this
study is on the individual level. This means tlmet process of learning and building
experience may have been going on (and most prelave) for quite some time at
an individual level, before the BG firm has beetaklshed. There are evidence that
founder(s) of BGs in many (most) cases have extensxperience from previous
employment maybe from large multinationals, i.e. a@l assume a gradual
development at thindividual level. However, the process of learning and bogddi
experience may still be a bit faster than tradalyn assumed, due to today’s
advanced information and communication technologyclv give better access to
information than earlier.

While the U- and the I-models are useful for clyasiy firms according to their
degree of internationalization, neither model carubed to explain and predict the
movement of the firm from one stage of developnterthe next (Andersen, 1993).
In addition, the models make no attempt to explaimv the internationalization
process actually starts. While knowledge of madggiortunities is presumed to be
the key driver of both the dynamic U-model andrali¢ive I-model, little is known
about the ways and means by which firms come tatifijespecific exchange
partners (Ellis, 2000). It is likely that the aadllity heuristic plays some role in the
identification of exchange partners (Liang & Sturtf96). This will be elaborated
on in the next sections where networks’ importamee firm’'s development both a
firm level and individual level, will be discussatlength.

2.4.2 Network Theory

Industrial Network theory

“The sequential model....stresses only the earlyestag internationalization....this
model should be supplemented with research on @t&rps of internationalization
of the 1980s and 1990s...” (Melin, 1992:111). Peder&ePetersen (1998) also
suggest that the inclusion of other internal antermal factors provide a more
complete explanation of the pace by which a firnrmpots resources to foreign
markets. In the special case of born globals, ndétwimeory may thus have some
explanatory power. Johanson & Mattson (1988) pdimtet that internationalization
processes of firms will be much faster in intermiadilized conditions. Both in the
case of alate starterand aninternational among otherg¢Johanson & Mattson,
1988:298) even a purely domestic firm has a numdfeindirect relations with
foreign networks. Hence, market investments in dbenestic market are assets,
which can be utilized when going abroad. In thateda is not necessary to go from
a nearby market to more distant markets, and #@ abroad can be rather large in
the beginning.

Classically, there has been an assumption of & blmandary between the firm and
its environment and the environment has been di&fase “anything not part of the
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organization itself” (Miles, 1980:195). Firms haleen viewed as “solitary units
confronted by faceless environments” (Astley, 1928:in Andersson, Hakanson &
Johanson, 1994). In the 1990s the perspective Wasging to one of a firm
interacting with its perceived environment. In cast with the classical
specification, a network perspective better cagtute notion that the boundary
between the firm and its environment is much mofeige (Andersson, Hakanson
& Johanson, 1994). The environment is not complejalen by external forces but
can be influenced and manipulated by the firm, drede will also exist external,
known actors that are influencing some of the fiinternal functions. Ellis’ (2000)
findings support the hypothesis that knowledgeaséifjn market opportunities is
commonly acquired via existing interpersonal linkather than collected
systematically via market research. The notionetdtronships does, according to
Anderson, Hakansson & Johanson (1994:2) “indicht# firms do not treat the
environment in a generalized or standardized way, that they interact with
specific “faces” “. The network perspective has emvaway from a “faceless”
environment towards a more specified environmentdenaip of identified
counterparts. According to this theory thus, intgionalization occurs as a result of
multilateral externalization through business amclad networks rather than through
internalization (e.g. FDI). These network relatilips influence initial market entry
and mode of entry (Coviello & Martin, 1999). Theveafound that small software
firms rely on network relationships for rapid gréwin the internationalization
process.

Companies make use of resources; a combinatioratintcal, personal, financial
and other resources is always needed in a bustmésiprise. Some of the resources
can be provided internally but a substantial paustrbe secured from external
providers through relationships (Hakanson & Snehb®@95). If a firm possesses
some but not all needed resources, a common resis combine resources with
an external organization using co-operative arrareget. This is supported by Jolly
(1989) who sees the growth in alliances as a direstilt of globalization. The
global logic of strategic alliances is based ondhservation that the fixed costs of
manufacturing, R&D, building and maintaining a kdaand operating a sales and
distribution network on a global scale are too Highmost companies to bear alone.
For the resource constrained firm, the primary ath@e of this tactic is that
markets can be entered more quickly than if fulhevship is used. As resource ties
develop between two companies they become mutuaty increasingly
interdependent. As a consequence the borderlitveeba the internal and external
resources becomes blurred. The potency of the mesaollection of a company
thus depends on how it is tied into those of others

When considering the limited resources of for ineta born globals, it can be
assumed that all types of co-operative modes, ngnigom partnership agreements
through strategic alliances to networks, will play especially important role in the
implementation of their globalization strategied. has been argued that
interorganizational learning is critical to compige success. Von Hippel (1988)
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found that more than two-thirds of the innovatidvesstudied could be traced back
to a customer’s initial suggestions or ideas. S#vstudies suggest that a firm’'s
alliance partners are, in many cases, the mostriaosource of new ideas and
information that result in performance-enhancinght®logy and innovations.
“Relationships may well be, and we argue that theg, the most significant
resource in what makes a company capable of urpgufermance”, (Hakanson &
Snehota, 1995:137). They are the kind of assetithdifficult to reproduce and
imitate for others and therefore critical for a qgany’s performance (e.g. Itami,
1987). Relationships cannot be controlled by amglsi party in isolation but are
controlled jointly by the parties involved. A ratatship is jointly owned by the
parties who have “invested” in it. Relationships asources of a peculiar type as
their value does not diminish with use, they carmotused up, extensive use can
often enhance its value. A company’s ability to dlanthe ties might be more
important for its results than the amount and tgpenore physical resources it
possesses. A company’s total capability is thusrdehed by the total resources it
can mobilize through relationships. Bonds betweempanies arise because of
bonds among individuals. This brings us on to thiecept of social capital. Social
capital can be defined as the goodwill which isesrtgred by the fabric of social
relations and that can be mobilized to facilitatBam (Adler & Kwon, 2002).

What has been regarded as one of the fundamentadigtes of organizational
design is that organizations react to uncertaintyheir environment by removing
transactions from the market and placing them inrembierarchical contexts
(Williamson, 1975; Ouchi, 1980). More recent reshdnas started to question the
generality of this principle by showing that wheranket uncertainty increases,
individual companies tend to interact more, rathtban less, with other
organizations. For instance, Ellis (2000) foundt tHacision-makers in practice
respond to the inherent risks associated with gorenarket entry (FME) by placing
more not less, reliance on their social ties agarms of economizing on these higher
search costs. The main effect of market uncertaintiyus, not the absorption of the
source of uncertainty within corporate boundaries,increased reliance on external
partners who are known and trusted as reliable dBak992). Contrary to
assumptions of the normative literature, intermatlomarkets are not anonymous
and the process of internationalization can betitegtely described in terms of
establishing relationships in foreign markets (dhsloa & Vahlne, 1990).

The Organizational Capability Perspective

“The firm seeks the maximization of profits basadamg-term global strategy. The
maximization of long-term global profits is not mlgra matter of maximum rent
extraction from a particular market, but buildinget capabilities and knowledge of
the company as a wholeGontractor & Kundu (1998:329).

This perspective has recently been introduced tolagx entry mode choices.

Madhok (1997) present it as an alternative to T@ifile Aulakh & Kotabe (1997)

have perceived it more to be complementary. Then@oic perspective has
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dominated the literature on global strategy in g two decades (Collis, 1991;
Buckley & Casson, 1985; Hennart, 1991; Yip, 1993)e internalization theory is
considered to be the TC theory of the multinatiaajporation and research on the
topic of entry mode has predominantly been from perspective (Madhok, 1997).
This perspective analyzes the characteristics tdr@saction in order to decide on
the most efficient, i.e. TC-minimizing, governanoede. But lately, there has been
increasing attention to the notion of firms competiprimarily on the basis of
capabilities. This argument is rooted in the reseurased perspective (Penrose,
1959). In this perspective the historical dimensibra firm’'s activities is critical,
since its past experiences engender the undentgimines on the basis of which it
undertakes subsequent actions. When applied inkmigimarket the resource based
theory builds on the international trade theorcomparative advantage (Malhotra,
Agarwal & Ulgado, 2003) and is seen as analogoukdmrganizational capability
approach. A firm enters global markets when it euploit and develop its
comparative advantage, capabilities and societaburees for a sustainable
competitive advantage (Andersen, 1997). The entgdenchosen for foreign
markets however, depends on the type of resourcangabe. If the firm-specific
advantage for instance, is superior knowledge basethcit information, the firm
should pursue a hierarchical governance structige {nternalization) rather than a
market structure. In contrast, if the firm facepataility constraint in an unfamiliar
area of activity, collaborations are a useful vihitor enhancing knowledge
(Madhok, 1997). Similarly, a strategic alliance vbe¢n two firms becomes a
resource when the relationship promotes efficieang effectiveness in a market
offering. While the key consideration of the TC eggzh in selecting entry mode is
cost minimization, the OC perspective focuses om thalue of the firm's
capabilities. The focal concern shifts from theeextTC saved by not conducting
the transaction through the market mechanism tecegtent of value sacrificed, in
terms of overall rent-generating capacity, by nmducting the transaction within
the firm. Madhok (1997) believes the assumptioopgortunism is not required, he
claims that the very fact that collaboration isr@asingly prevalent especially in
globally dynamic and knowledge-intensive industregygests that firms are willing
to trade off some potential losses from opportunismthe opportunity to develop
their capability base. According to Madhok (199%)ere is a distinct shift in
orientation; the implicit default mode in TC theoiy the market whereas the
implicit default mode for OC is hierarchy.

The OC perspective shares the notions of boundiemhadity with the TCT and the
eclectic perspective, but rejects the assumptiooppbrtunism, which is central in
the TCT. The OC perspective is rooted in the resmbased theory and shares the
emphasis on experiential knowledge with the Proce$keory on
Internationalization. The focus on a firm’s res@s©r capabilities are important in
that it might help managers differentiate betweesources and/or capabilities that
might support a competitive advantage from otherss le valuable
resources/capabilities (Peteraf, 1993). Madhok 71 99resses the importance of
finding a balance between exploitation and develmnof a firm's capabilities.
Aulakh & Kotabe (1997) state that the organizatiaagability perspective is useful
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in understanding firms’ skills and resources refvep integration decisions in
foreign markets. It has earlier been an implicguasption in resource-based theory
that competitive advantage comes as a result ouress and capabilities owned
and controlled by a singel firm, but this view isaaging, inter-firm cooperation
permits firms to share resources and thereby owegaesource-based constraints to
growth.

The OC perspective, with its focus on both firmé&pabilities (of which knowledge

IS one component) and relationships, covers boghitiernal and the external
aspects of the international development of firfiies theory may be seen to follow
naturally from first the IP theory, where buildinghowledge through own

experience is central, then the network theory witlee importance of relationships
for knowledge-transfer is central.

A problem is that the broader network perspectiffers little guidance to those
firms whose network horizon is limited to the loaalarket (presumably most
SMESs). For such firms international expansion isbpgmatic and is seen to follow
the default hypothesis of psychic distance (Ander4€97). But this assumption is
based on a level of analysis at firm level. By mgvdown to individual level we
will find that even newly established SMEs may haveetwork of importance for
international expansion. We should look towardsiadonetwork theory, which
considers the transmission of information throughteipersonal networks;
“information disseminates through society via sbiiteraction” (Ellis, 2000:447).
Seen from this perspective, knowledge of foreignrkeia opportunities are
contingent upon the idiosyncratic benefits of eaudtividual's social network. In
other words, information search activities woulghegr to be selectively influenced
by those existing social ties, linking the initragi decision-maker with others that
are in some way connected to a particular foreigmket. In addition to providing
connections into other markets, social ties ardéuliser screening and evaluating
potential exchange partners. Larson (1992 in EI)00) observed that
foreknowledge of a potential partner’s reputatioombined with a history of
personal relations reduced exchange risk by progidifoundation for mutual trust.

Social Network Theory

Irrespective of “whether a relationship is stromgweeak, it generates information
benefits when it is a bridge over a structural h@Burt, 1992:28). The logical and
intuitive appeal of the structural hole hypothasisupported by anecdotal evidence
reported in the literature highlighting the roleayd by personal contacts with
individuals and organizations in going abroad (Bmoasi, 1992; Liang & Stump,
1996, Reid 1984). “Structural holes”, are definedtee lack of a relationship or tie
between individuals or groups. Such holes prevhat flow of information and
knowledge between groups and thereby inhibit theveldpment of new
combinational capability. Granovetter (1973) showké importance of casual
acquaintances in filling structural holes and agses of unique information. Casual
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acquaintances or “weak ties” have information thatindividual and others in the
network do not have. The more weak ties, the moi@mation the individual has
(Galaskiewicz & Wasserman, 1993). These “bridgimglationships, connecting
otherwise unconnected groups, may be importanéxpfaining how organizations
extend their existing capabilities. Apparently,omhation garnered through weak
ties can be an important source of new ideas, aydnirturing weak tie
relationships, individual entrepreneurs can advasoergent social networks and
the development of new organizational capabiliti&scial network theory suggests
that organizations absorb unique information thiowgak social ties and distribute
it through social actors and hierarchical netwdfdeyd & Wooldridge, 1999). The
structural hole hypothesis is not biased towardgelafirms with international
network horizons. That is, social capital, ratHeart financial or human capital, is
deemed to be the final arbiter of competitive sasc®r all types of firms in all
types of settings (Burt, 1992). From this perspecthe unit of analysis is the
structural hole itself, or the relationship thaasg it, rather than the more indistinct
network in which the focal firm happens to be ditdia

Uzzi (1997) found that special relationships, whigtre fewer in number (e.g. than
arms’-length), characterized critical exchangess Ehggested that arms-length may
be greater in frequency but of lesser significannd that stringent assumptions
about individuals being either innately self-inste®l or cooperative are too
simplistic, because the same individuals simultasBo acted “selfishly” and
cooperatively with different actors in their netkoHis findings suggest that in
networks of close ties, motivation is neither puyrsélfish nor cooperative but an
emergent property of the social structure withirichitactors are embedded and that
rationality is neither purely rational nor boundedational, but expert. He found
that the critical transactions on which firms deppemost are embedded in networks
of social relationships that produce positive andjue outcomes that are difficult to
imitate via other means.

It follows that individuals with few weak ties wille deprived of information from
distant parts of the social system and will be r@d to the provincial news and
views of their close friends (Aldrich & Zimmer, 18877). Entrepreneurs are more
likely to be found in positions whose centralityhigh and which are connected to
lots of diverse information sources. Since the yed®90s there has been an
increased academic interest in the fusion of the dweas of international business
and entrepreneurship (McDougall & Oviatt, 2000). ighit & Ricks (1994)
highlighted international entrepreneurship as ofiethnee important emerging
research thrusts in the field of international bass. It is claimed that “international
business researchers cannot afford to ignore thwigg power of entrepreneurial
firms in international competition, nor can entepeurship researchers ignore the
internationalization of the marketplace” (McDoug&lDviatt, 2000:906).
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Different Perspectives on Entrepreneurship

Entrepreneurship is seen as a rich and complexgom&mon; “we should not expect,
or even desire, that it be pinned down by a singhé/ersal definition” (Wickham,
2006:5). Kilby (1971) noted that the entreprenead la lot in common with the
“Heffalump”, a character in A.A. Milne’s Winnie-tHeooh, described as: “a rather
large and important animal. He has been hunted dyynmdividuals using various
trapping devices. But no one so far has succeededgturing him. All who claim
to have caught sight of him report that he is emwsn but disagree on his
particulars”. The main focus in this study with aedj to the meaning of the word
entrepreneurship is the founding of a new busi(@astner, 1985). Still, many well-
known entrepreneurs have revitalized an existigguaisation rather than building a
new one from scratch. However, entrepreneurial Wieha in large, established
companies, often referred to as “corporate entreqneship” is not included here.
Entrepreneurial behaviour may occur at the indialdwgroup, or organizational
levels (McDougall & Oviatt, 2000), the focus hewdrig on the individual level. The
idea that the entrepreneur is someone who has lise&b a new business
organisation is also one which would fit in with shopeople’s notion of an
entrepreneur (Wickham, 2006). Innovations have bklen suggested as a critical
characteristic. However, innovation is seen asnguoitant factor in the success of
all business ventures, not just the entreprene@iatkham, 2006). If looking at
Meyer et al's (2002) classification scheme, the rmébcus here is on the
entrepreneurial creation.

Small and medium firms Large corporations
. Entrepreneurial creation Intrapreneurial creation
Entrepreneurship
Strategic mgmt SME performance Corporate performance

Figure 2: Meyer et al's (2002) classification of th domain of entrepreneurship
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Entrepreneurial creation is concerned with all atpeof the entrepreneur and
entrepreneurship that address the issue of howmetreurs devise and implement
innovative products, ideas and ways of doing things

A wider definition is Timmons' (1994:7) “entrepramship is the process of
creating or seizing an opportunity and pursuingegardless of the resources
currently controlled”. Due to the demarcation sggting international business and
entrepreneurship has begun to erode in recent,yaatsfinition of “international
entrepreneurship” will now be presented: “interoaéil entrepreneurship is a
combination of innovative, proactive, and risk-sagk behaviour that crosses
national borders and is intended to create valuerganizations” (McDougall &
Oviatt, 2000:903).

“Only truly internationally entrepreneurial firmgeathose that are “born global™

(Fletcher, 2004:289). Kuemmerle (2002) also stdted; “a growing number of

entrepreneurs start ventures by simultaneoushbksiteng operations in several

countries in order to increase the likelyhood afituee success” (p.99). According
to McDougall & Ovitatt (2000) international busisesesearchers are broadening
their traditional focus on large multinational coanges to also include

entrepreneurial firms in their research agendass T due to the accelerated
internationalization that is being observed in evle smallest and newest
organizations; “The use of efficient worldwide coomtations technology and

transportation, the decrease in governments’ ptiotast policies, and the resulting

decrease in the number of geographically protectadket niches has made it
possible, if not necessary, for many of today sepreneurial firms to view their

operating domains as international” (McDougall &i&t, 2000:902).

Traditionally, approaches to research on entrepmsh@ neglect the relational
nature of the process. Instead they treat entrepreneither as atomized
decisionmakers, operating as autonomous entitieas @risoners of their cultural
environment, predisposed to entrepreneurship. Tineedded nature of social
behaviour refers to the way in which action is ¢ameed or facilitated because of
its social context. Entrepreneurship can be desdrds “...embedded in a social
context, channelled and facilitated or constraied inhibited by people’s positions
in social networks,” (Aldrich & Zimmer, 1986:262)The same state that
entrepreneurs must establish connections to reseued niches in an opportunity
structure, and it is also believed they at somatpaie affected by relations with
socializing agents who motivated them. Stevens@34)L noted that entrepreneurs
are driven by opportunity-seeking behaviour, notégimple desire to “invest”
resources. By contrast, managers are believed doiven by a concern to invest the
resources they manage, treating resources as aim émeinselves, rather than as a
means to an end the way entrepreneurs do.

here are two undersocialized approaches to entreprehip: Personality theories
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(e.g. which posit that people’s personal traits enéfkem prone to behaving and
succeeding as entrepreneurs) and economic, ratiaetbrs’ theories (e.g.

neoclassical economic theories view entrepreneuss rational, isolated

decisionmakers) (Aldrich & Zimmer, 1986). With redato personality theories

there is a common impression that entrepreneurs tiee flamboyant extroverts
who are spontaneous in their approach and relynstinct rather than calculation.
Detailed studies, however, have shown that alldygfepersonality perform equally
well as entrepreneurs (Wickham, 2006). The sammslthat personality type, does
not correlate strongly with entrepreneurial perfante and success.

One oversocialized approach is also mentioned (@&ld& Zimmer, 1986). Certain
groups are believed to possess beliefs, valuestraditions that predispose them to
succeed in business. Various groups have beenddhtbis way; Jews, Chinese,
Japanese and Lebanese. The unusually high valugegehifor instance, place on
future-oriented activities (Hofstede, 1993) faaliés increased thrift and persistence,
which is very favourable for entrepreneurship (Bikze& Lau, 1996). Chan &
Chung (1985) concluded that cultural factors werebetter explanation of
entrepreneurship, than structural disadvantagenandéial explanations. However,
Aldrich and Zimmer (1986) believe that “nationalacacter” arguments must give
way to models based on an underlying similarityhia economics of all Western
advanced industrial societies. Rather than posérdmterministic models, one
should turn the attention to the situational candg under which entrepreneurs
enter business (p. 8).

The social development view regards personaliystas a more complex issue. In
this view, entrepreneurship is an output which litsftom the interaction of internal
psychological and external factors (Wickham, 2008)e view is that personality
develops continuously as a result of social intvacand is expressed in social
setting rather than being innate to the individi&le way that people behave is not
predetermined, but is contingent on their expegsrand the possibilities open to
them. In this view, entrepreneurs are not borny re made. This is in accordance
with Aldrich & Zimmer's (1986) perspective that we entrepreneurship as
embedded in networks of continuing social relatidigithin complex networks of
relationships, entrepreneurship is facilitated onstrained by linkages between
aspiring entrepreneurs, resources and opportuh{fesd). This is in contrast with
previous beliefs: “Much of the utilitarian traditip including classical and
neoclassical economics, assumes rational, selestied behavior affected
minimally by social relations....” (Granovetter, 19881). Classical and
neoclassical economists operate with an atomizadersocialized conception of
human action. Granovetter (1985) maintains thetraavill not behave or decide as
atoms outside a social context, nor do they adblengshly to a script written for
them by the particular intersection of social catexs that they happen to occupy.
Their attempts at purposive action are instead dddxk in concrete, ongoing
systems of social relations. Granovetter (1985)h&ur argues that the anonymous
market of neoclassical models is virtually non-geas in economic life and that
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transactions of all kinds are rife with the so@ahnections described. This view is
supported by Coviello’s study of a New Zealand wafe firm (1996) where she
found that the case firm's extensive network oeticees, distributors, and other
alliances around the world have been essenti# siart-up and survival.

In the ideal-type atomistic market, exchange pastaee linked by arms’length ties.
Self-interest motivates action and the exchangpif iis limited to price data, which
supposedly distil all the information needed to ealficient decisions. At the other
end of the continuum are embedded relationshipghare characterized by trust
and personal ties, rather than explicit contrantsthese features make expectations
more predictable and reduce monitoring costs. Edinkess creates economic
opportunities that are difficult to replicate viaarkets, contracts, or vertical
integration. It is thus a good basis for sustai@atmpetitive advantage for the
firms involved.

An important difference between theories of mulimaal enterprise and a theory of
international ventures seems to be the unit ofyaigl Theories of international
entrepreneurship argue that some firms start datriationally because of certain
entrepreneur-specific capabilities (vs. firm speti{Bloodgood & Sapienza, 1995;
Knight & Cavusgil, 1996; McDougall & Oviatt, 1996When the entrepreneur
creates the enterprise, there are no routinesdoeplbut the entrepreneur has a
vision and a network of contacts that he or shlgoiag to build up further. Thus, the
study of international ventures has to be concemigtd individual learning by the
entrepreneur as well as with organizational leaymihthe emerging entrepreneurial
firm.

From Fletcher's (2004) study of two case firmdeimational development, it is
possible to argue that the language of strategy stnacture, which is often
prescribed by many models of international busirtessnable firms to survive in
competitive global markets (Levitt, 1983; Bartl&ttGhoshal, 1989; Ohmae, 1989),
is somewhat limited for explaining small businesdeinationalization. Close
consideration of small business practice highlights importance of multifaceted
frameworks of analysis which go beyond the stradfustrategic and behavioural
and which take account of the often chaotic, opmistic and incremental process
through which entrepreneurs build internationalatiehships and transactions
(Buckley, 1991; Andersen, 1993; Calof & Beamish93:9Bell & Young, 1996;
Jones, 1999). “..means that when evaluating tlegriational activity of small firms,
there is a closer relationship to entrepreneurshgn there is to international
strategy and structure that has tended to domisatell business research”
(Fletcher, 2004:294). For born global firms the lizedion of entrepreneurial
activities cannot be separated from the internatibusiness context and market in
which they are being created. International en&eurship is a tightly integrated
process whereby entrepreneurs envision and raakizemergence of their business
as an international entity. For these firms, indionalization is not an extension of
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what has already occurred or “has been” in the horagket. For small firms that
internationalize some years after start-up, onatiher hand, the international arena
is seen as another “site” in which entreprene@adilvities are tried out or practiced.
Internationalization is seen as an extension oftwiss already occurred in the
domestic market and in this sense is also locatgional. As a result of Fletcher's
(2004) analysis, it is argued that in staged ordgsh internationalization,
international entrepreneurship is characterizedhegyextension and broadening of
entrepreneurial capabilities that have already liesseloped at home.

2.5 Discussion

Broadly speaking, the resource-based view suggiestdirms seek to capitalize on
and increase their capabilities and endowmentsraeaiseorganizational economics
asserts that firms focus on minimizing costs ofaniging. The aim of this thesis is
not to explain choice of entry mode, but ratheirm’s pace of internationalization.

Thus, the use of process theories on firms’ int&snalization, are considered more
relevant than the more static economic theories.

Traditional theories and models of internationdiaahave been based on research
examining the international activities of large,tama firms, often in the context of
the U.S (McDougall, Shane & Oviatt, 1994). Althoutltese theories explain a
substantial amount of international business dgtiof large, mature firms, these
theories and models do not fully explain the foliovaand operation of international
new ventures, especially in today’s new environm&alberg & Askeland (2006)
also state that the economic theories appear twdenarrow to cope with the
complexity of the global competition.

The born globals probably fit in the third cell 8blberg & Askeland’s (2006)
framework (see below), where theories of networks alliances are seen as most
useful to explain firms’ internationalization.
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Figure 3: Framework for classification of internationalization theories
Source: Solberg & Askeland (2006:3)

This position is also analogous to what JohansoMdttson (1988) ternmlate
starter. That is, the born globals can be described assfivith low preparedness for
internationalization and doing business in a glabdustry. Even though the born
globals are considered prepared on some dimensierts, committed and
experienced managers/employees and therefore iseggion of foreign market
knowledge, they are most likely lacking on othepartant dimensions such as
market position and solid financial base. If wentheok at Solberg’s (1997) nine
windows (see below) there are two strategiesdahatuggested for firms in such a
position, e.g. seek international niches and peepay-outs, it can be interesting to
see whether these are the preferred strategibe chises studied here.
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Firms in this cell (p. 14) e.g. born globals, da have the option to carry out a
stepwise internationalization towards a global reartue to the threat of large,
established MNCs rapidly imitating their produdBorn globals do not have the
financial strength to compete head-on with theigeéa counterparts, and they also
most likely lack key capabilities such as distribot channels and established
customer networks (Solberg & Askeland, 2006). Té@son why network theories
seem most fit for explaining the internationalieatiof firms in this position, are that
such firms are likely to have an urgent need to lwam internal capabilities with

resources outside the firm. By nature, such embecyfirms (as born globals) lack

the internal resources for competing head-on veithd MNCs, and thus suffer from
the “liability of newness” (Hannan & Freeman, 1984pwever, these firms are able
to build core competencies through knowledge sbhasind development through
personal networks, mainly through weak ties amoay ikdividuals (Sharma &

Blomstermo, 2003). Born globals are further sugggdo internationalize through

the development of such networks, enabling a seoadaptation to foreign markets
(Sharma & Blomstermo, 2003) and actually facilitatyy the absence of a leading
company history or administrative heritage. As |sgd by Johanson & Mattson
(1988), the success of a foreign entry relies smratationships within a particular
market rather than the cultural and market spedaifi@racteristics. The OC

perspective makes even more emphasis on the adesntécombining resources in
a business relationship, it claims that the adygegaf a firm are very often linked
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to the advantages of the network of relationshipsvinich the firm is embedded.
With its focus on values, as opposed to TCTs maegéative” focus on costs, and
on the development of resources and capabilitiesppposed to the more short-
termed focus on exploitation of resources, the @Gective seems more in tune
with today’s dynamic and increasingly global enamm@ent. However, it is not fully
developed yet and cannot be seen as an establishedy. With regard to the
study’s focus on SMEs and their international depeient, the resource-based or
behavioral theories with the special focus on erpee and network factors at an
individual level have been considered most suit&nehis study. It is important to
be aware that both the behavioral and the econtiremries assume firms are well
established in the home market before venturingabr This may be seen as a
concequence of these theories being developecindfi0s and 1980s where large
MNCs made out the basis for analysis and the foolughese was that of
coordination and controlling their foreign acitie# mainly through the use of FDIs.
New theory has to be further developed with the usocon combining
entrepreneurship literature and international egsras this is more in line with the
increasing prevalence of socalled born globals rderhational new ventures.
However, the conceptual framework will also includiements from the global
strategic management area.

2.6 Summary

Following these theories it can be argued thatran’'$i possession of specific
advantages, knowledge, and experience are keyshaiher new ventures will
internationalize and whether such efforts will beceessful. The theories are
summarized in the table on next page.
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Economic Theories Behavioral Theories
Criteria | TCA Strategic | Internationalization | Network
Behavior
Unit of Transaction Firm Firm Firm Firm
analysis
Explanatory Characteristics of O,Land| Strategic behavior Firm's experiential Firm's business
variable the transaction (asset | advantages of competitors knowledge (formal) and social
specificity and (know-how) (informal) networks
uncertainty)
Assump- Bounded rationality Bounded rationality | Bounded rationality Bounded rationality Relationship
tions and opportunism and opportunism and opportunism oriented
Decision Minimization of Trade-off between | Minimization of risk Trade-off between Network opportuni-
criteria transaction cost risk and return and uncertainty resource (growth) ties and firm
and risk resource constraint
Source of Efficient management | OLI:FDI:Ol:contrac- | Firm's imitation and Path dependence and Development and
competitive- of transactions tual agreement:O: | preemptive capa- firm's experiential exploitation of
ness exporting bility knowledge of market: networks

O advantage




Modes of Contractual agree- Independent, colla- | FDI Indirect and direct Externalization and
entry ment, collaborative borative and inte- exporting and foreign collaboration
and integrative grative production
Strengths Effectively explains Multi-theoretical Global competitive Empirical support Support specifically
vertical integration approach: RA,TCA | dynamics: explains (albeit mixed):rooted for SMEs: focuses
decisions in both and international industry stability in the RA and O- on dynamics rather
manufacturing and trade theories advantage theories of than description of
service firms the eclectic paradigm internationalization
Weakness- Static orientation:does | Three theories Considers oligopol- Time-dependent and Itis not a predictive
provide
ess not consider non-TCA | overlapping istic industry deterministic evolutio- model and seems
explanation of
cost benefits: most entry structure: new nary path does not ad hoc in nature;

past studies have used

mode choice: L

forms of co-

include cooperative

qualitative methodo-

firms as units of

advantage likely to

operative arrange-

entry modes;strate-

logy used may be

analysis: transaction

influence entry
mode

ments not

gic factors ignored:

difficult for theory-

costs can not be

and international

considered

less valid in techn-

testing: does not

accurately measured

market selection

ology and services

explain internatio-

industry

nalization of firms

that do not have

networks

Table 1. A summary of theories explaining the intettionalization process and entry mode choice
Source: Malhotra, Agarwal & Ulgado, 2003:8
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To sum up, the choice of internalization, e.g. yiag out an FDI as the TC, the
Eclectic and the Strategic Behavior theories arstrffuzused on, is not a very viable
strategy for the very young firms with both litlesources and firm experience on
internationalization. According to Solberg & Asketh (2006) the choice of
internalization depends on high preparedness offithe in question, in that it
presupposes extensive human- and financial capiéh, in the pre-entry, entry and
post-entry phase, due to the need for information, the high resource commitment
implied by a higher controlled mode. Even thoughassume the founders and other
key employees of so called born globals have ekterexperience from working,
living and/or studying abroad, and in that wayfilm can be said to have some sort
of preparedness to internationalize, the physiodl @her human resources of the
firm are often lacking and thus making it unviatenake such a commitment as an
FDI is to the different the markets they enter. paredness is taken as an
assumption by TCT (Solberg & Askeland, 2006). Tiniplies that for a firm to
carry out a rational economic analysis, as the A€bity assumes, it must have a
certain level of preparedness for internationalimatAnother factor is also the fact
that these BG firms are often seen to enter skwsekets simultaneously and are
often aiming for small niches in each country markad it may thus, not be
justifiable to make large investments in each marke addition, the economic
theories appear to be too narrowly focused to edggiethe complexity of the global
competition.

Although it may be useful to establish whetherititistry to which an SME belong

is global or not and the writings on strategic go{Caves & Porter, 1977) and
globalization drivers may be seen to contributergily to the understanding of the
emergence of global industry structure, the stiategtions that are suggested
according to this theory for the firms, are to gramd become a dominating player
through the creation of structural barriers, angstbreate oligopolies. This strategy
is not very viable for internationalizing SMEs, ate theory thus seems limited in
its ability to advice on moves of an SME, as isftimus of this study.

On the one hand, the “stages” view suggests arugonlto internationalization
based on cognitive learning and competency devedopmvhich increases, through
experience, over time. It is an internally drivggpeoach to internationalization in
which firms expand their market scope and operatimdes as managers gain
confidence and learn from personal experience. l@nather hand, the network
perspective shows that international market devetoy activities emerge from and
are shaped by, an external web of formal and infbrrelationships. From this
network-driven behavior, cognitive development asaurs, with learning focused
on markets entered, the modes of entry used, ancethtionships developed during
the process of internationalization. Therefore, hbqierspectives encompass
cognitive processes. Integration of these persgextbrings the internally and
externally driven views together, allowing a richerderstanding of both drivers of
internationalization, and the emergent patternstefinational market development
activities. It might thus, be useful to use theBeoties in combination as they
complement each other, when analyzing firms’ irdéomalization process.



Chapter 3 Conceptual Framework

3.1 Introduction

The existing literature shows no agreement reggrttie conceptual framework and
constructs that should be used to explain a firmternationalization (Andersen,
1997). The present framework will be based uponesainthe most important
contributions for explaining the pace of internatiization of SMEs. Bloodgood,
Sapienza & Almeida (1996), argue that new ventwvdk seek an international
presence for two reasons: (1) industry conditiang.(increased globalization) may
require an international presence for the company to bepetitive, and (2) a
venture may seek a global presence to capitalizigsamique set of resources (e.g.
the management team’'s experience in global marke¢sy technologies or
innovations). According to the same authors, tres®litions must be present for
rapid internationalization to be viable.

3.2 Independent Variables

3.2.1 Globality and product characteristics

One reason for the differences observed in the dspd®y which traditional
multinational enterprises (MNEs) and fast globalkgi firms become
international/global, is due to different enviromtad conditions. “...the slowness
of the whole process is a consequence of incremadgptations to changing firm
and environmental conditions rather than the resfudt deliberate strategy” (Knight
& Cavusgil, 1996:13). In other words, when the emwinental conditions rapidly
change, as they do when there is increased glalializ the process of
internationalization is likely to speed up as wéll.a closed domestic industry, a
company accustomed to weak competitors and undengandstomers has little to
fear, there are no new competitors that might gsimng in more demanding
competitive arenas. In an open global industry, aed strong competitors abound
(Yip, 1992). As a consequence, it is important nolerstand just how the industry
globalization drivers affect the competitive envineent of SMEs. When moving to
the industry and company level, it has been ardbgde.g. Lindqvist, 1991) that
increasing speed in the development of new teclgredchas led to shorter product
life cycles (PLCs) and higher innovation intensighich in turn leads to intensified
global competition. The shorter PLCs have led taar@mphasis on R&D, and on
recognizing new opportunities and exploiting them rapidly as possible with
successful timing (e.g. PCs and cellular phones$hbrt, product characteristics are
an important aspect to be considered. For firmk wiball home markets it may be
difficult to achieve competitive advantage in terofseconomies of scale. In the
case of some products, significant economies caach&ved only by operating in
multiple countries. The shorter the PLC, the shiditie time period for returns on
investments for product development. Consequetiypanies with small domestic
markets need global volume, so that the costs fodyzt development can be
apportioned.
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3.2.2 Individual resources: Experience & Network

The experience and background of founders and th&itionships are important
resources for a firm and are important driversamilitators of internationalization.
International experience is defined as the undedatg and realistic perceptions of
foreign operations, risks and returns in foreigrrkats (Aulakh & Kotabe, 1997).
The reasoning here, which is based on the orgaomezdtcapability of the firm, is
that firms are initially risk-averse when enteringw markets, and therefore not
willing to invest substantial resources in unfaarilierrain. As a firm’s management
gets a better feel for the foreign markets, it gaietter understanding of the risks
and returns, and becomes more confident and agge$sit also more realistic.
This may be manifested by a willingness to comnoterresources, but it may also
enable management to make better investment desiskor firms, international
experience has traditionally been measured by mgakin assessment of the
geographic scope and depth of the firm’'s experiehb&s is done by registering the
number of different countries in which a firm igige and the length of experience
in each of those countries (Erramilli, 1991). le gresent study, the variable will be
analyzed at the individual level. Information abth# founder(s)’ and/or other key
employees’ international experience will be colbelct Several studies (Oviatt &
McDougall, 1994; Reuber & Fischer, 1997; Ellis, @D8how that key employees in
BGs very often have extensive international expesefrom previous employment.
Furthermore, Reuber & Fischer (1997) argue thatisdetmakers with more
international experience are more likely to haeraign business network in place
and are more likely to have developed the skilledee to identify and negotiate
with firms in a different culture. Oviatt & McDoulia(1994) further argue that
partnerships provide concrete critical resources,specific skills and finances, as
well as more abstract resources, such as legitinsaey market power. These
resources are seen as being particularly impowhaeh a new and young firm, with
relatively small resources, attempts to increaseida sales. The founders’ or other
key employees’ relationships from previous emplogtmaay enable these firms to
enter new markets at a faster rate than would wiker be possible (e.g. by
providing the firm with complimentary resources dndopening up markets). This
view is supported by Ellis’ (2000) findings, whishipport the notion that awareness
of foreign market opportunities (which has beenntdied as being a critical
antecedent of foreign market entry) is commonlyusregl via existing social ties.
McGaughey, Welch & Welch (1997) also emphasizeitigortant role of personal
networks in triggering initial export inquiries arders. They found that the
network’s key individuals importantly affected tlsase company’s international
activities. These people were critical for both t@ntent and direction of the
company’s internationalization. “...much of the #@pilof the company to initiate
and carry through international operations resiidethe decision-makers’ personal
networks” (p. 179).

3.2.3 The Conceptual Framework lllustrated

From the discussion above, a conceptual framewsngroposed where four main
factors are posited as having an impact upon th@dipace of internationalization.
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These factors are; (1) the experience and backdrotithe firm’s founders or other
key employees, (2) the same person’s network,h@)gtobality of the industry in
which a firm does its business, and (4) differenotpct characteristics.

Personal
experience
Personal
network

Industry
globality

Product
characteristics

Figure 5: Conceptual Framework

Pace of
Internationalization

Boundaries between domestic and international nsudke becoming less relevant
as businesses increase their activities abroadloBagindustry is, in this thesis,
conceptualized as follows: “an industry in whicHiran's competitive position in
one country is significantly affected by its pamitiin other countries or vice versa”
(Makhija, Kim & Williamson, 1997:680). In this regh the global industry “is not
merely a collection of domestic industries, bueees of linked domestic industries
in which rivals compete against each other on by tworldwide basis” (Porter,
1986:18).

In order to find an explanation as to why some SM#lkfollow a more step-by-
step approach, while others choose a faster and eraatic approach that leapfrogs
over many stages, Madsen, Rasmussen & Servais )(2000e that globalization
may enable firms to more freely choose their owrnehdor becoming international.
International sales both become eass&d more difficult, in the sense that
international markets have become more accessiblmdst firms, but the level of
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competition and the demand for international commpet have increased. There is
both a “positive” pressure, from the increased ll@fgglobalization, in the form of
an increase in the accessibility to markets, afwlegative” pressure from tougher
competition, since it has become a necessity fopst of new companies to be
present in many markets. Both of these pressurek woincrease the pace of
internationalization. The positive pressiugesthe company to new territory, while
the negative pressufercesthe company to find new markets.

These pressures may work differently depending upersize of the home market.
According to Bloodgood, Sapienza & Almeida (1996w European firms are
more likely to consider internationalizing some ftbieir activities when their
enterprise is initiated compared with new US fir@se reason is the fact that a new
US firm, operating in a 500-mile radius aroundbitse, may do so without crossing
borders, a European firm, with the same operatidgus around its base, may have
to deal with five or six other countries. Luostamnn& Gabrielsson (2001) state that
global firms from large countries globalize becaakéhe demand-based pull forces
in global markets, but global firms from small apngen economies globalize
because they are pushed. Small domestic marketshanféar of expected future
competition, from global firms in large countrigajts a lot of pressure on these
firms, pushing them to find new markets. AccordingHamel & Prahalad (1985),
companies that safely nestle in their home bed$ indreasingly experience a
resource disadvantage. “They will be unable to hedréhe) forces required for a
defense of the home market” (p. 146).

3.3 The conceptual framework elaborated

3.3.1 Pace of Internationalization

A conceptual framework can be based on more tnantleeory (Andersen, 1997).
A conceptual framework is not a theory since it wadt have all the prerequisites of
theoretical constructions. A theory can be represkrby various conceptual
frameworks. This model brings together a resouaset framework with industrial
network elements. The organizational capabilitiesused on here, is a firm’'s
business relationships and its experiential knogdethoth defined as important
individuals of the firm’s relationships and knowggdeither developed in the present
firm or in previous employment. Initial resourcedluence the relationships a firm
is able to develop and experience, which agairassemed to influence the strategy
a firm chooses when going international. As thenfltecomes more international
(e.g. in terms of having more international relasibips and becoming more
experienced) this increases its resource basemstef relational capability (e.g. its
ability to build new and develop/maintain existirgationships) and experiential
knowledge which again influences further the indéional strategy of the firm.
According to Moen (2000), there are numerous stutlat have focused on the
strategy-performance relation and there is straqppart to the notion that strategy
affects performance, i.e. it is important to stwdyich strategies are used and what
influence them.
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With regard to the market selection dimension, E&B95) states that "psychic
distance” has become much less relevant as glolmmhmeinication and
transportation infrastructures improve and as ntarkbecome increasingly
homogeneous. Crick & Jones (2000) also found theistbns to enter markets with
a perceived low psychic distance were less impottam decisions based on global
trends in technology markets and relations in ngta.o

Resource availability has not been a particulaugoof much of the research on
internationalization, but it is nevertheless an am@nt issue to consider (Benito &
Welch, 1994). For instance smaller firms, giverirthmited financial resources, can
be expected to face a narrower set of viable farengrket servicing options than
larger firms (Bonaccorsi, 1992). Still there isd=mce of such firms succeeding in
international markets. Knight (2000) claims that teuccess of SMEs under
globalization depends in a large part on the foatioh and implementation of
strategy. A firm’s international strategy and itsgdee of internationalization are
defined as the pattern of entry modes and subsedoegign operation modes
chosen, which market(s) are entered when and haye lde export rate is after a
certain time. According to the firms’ choices mame these dimensions, we get
different categories of firms where some are mardess global on one or both
dimensions.

A common assumption, thus, seems to be that fize &8 one of the factors
influencing the strategic options available andt thians should develop export
strategies that reduce their size disadvantagbeif are small and have limited
resources (Moen, 2000). The entry modes traditipneded at the initial stage of
internationalization seem to be shifting. HedlufacKverneland (1985) provide
evidence of a speeding up of the internationabiragirocess and posit that: “the
establishment and growth strategies on foreign etarére changing towardsore
direct and rapid entry modethan those implied by theories of gradual and slow
internationalization processes” (p.). Madsen, Ras®n & Servais (2000) found
that BGs were quite consistent in choosing forelgtributors as their main export
channel, the authours did not think this was a vigtgbal” way of governing
foreign operations. Young (1987) suggests thatrradteve strategies, such as
licensing and joint ventures (JVs), are being agldphore widely by smaller firms
as initial foreign market entry mode. Accordinglte same, this is most likely to be
manifest among high-technology firms where high Ré&@sts, shorter product life
cycles and a concentration of the market for hagtiihology products accelerate the
pace of internationalization. This may be explainsdthe fact that BGs often
operate on many different markets which are allartgnt to them. Due to their
limited resources, they are not able to invest iarket knowledge and market
infrastructure in all markets, they are often oalyle to invest in close market
contacts in very few countries. Such factors macdothem to use more low-
commitment type of operation mode, in addition theay not need or want a higher
commitment mode such as a sales subsidiary, simee targeted market segment
may be too small to justify the investment.
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hus, one reason for the difference observed, betweelitional MNCs and BGs,
may be that BGs are much younger companies tha hawyet got the financial
resources to invest in sales subsidiaries. Anakplanation may be, as mentioned
above, that such investments are not economicalusectheir product is targeted
towards a very narrow segment which cannot gensadés enough to warrant the
establishment of sales subsidiaries in each sfogiégn market. Therefore, the BGs
must rely on less capital intensive and more lowheitment type of modes such as
cooperation with foreign distributors instead. Vgoung firms are not supposed to
have established subsidiaries, but since these)(Bfgsvery global (despite their
young age) and one characteristic of very gloh@lfimational firms are that they
have established subsidiaries or even local prazuanits, they diverge from other
very international firms.

There is an underlying assumption here that BGseatering markets fast due to
competitive pressure. According to Kim & Hwang (299the greater the intensity
of competition in the host market, the more thenéirwill favor entry modes that
involve low resource commitments, because such etatiend to be less profitable
and therefore do not justify heavy resource comemiis. This is confirmed in
Madsen, Rasmussen & Servais’s (2000) study, tregg shat BGs, because of their
small size and limited resources often operaterarisalength in foreign markets.
They found that BGs mainly export through agenisfridutors and importers.
Using low-commitment or collaborative modes, imgiat not so large investments
are being made and also the risk of being preserd foreign market is not
perceived as very high. This may (if desired) emdabé SME to enter more markets
than if they were using high-commitment modes.

Some born globals have attracted investments empltiem to invest in high
commitment modes, but organization is lagging behiery often leading them to
deinternationalize after some time (Petersen, Wé&ldhesch, 2000). Borsheim &
Solberg (2002) also found in their study on fourrbglobal internet firms that the
two companies using mainly subsidiaries as thdiialrentry mode have by far the
highest revenues, but also the highest deficits;irig them to downsizing on
employees and consolidating and closing down sig&d after some time. The
fact that not one of the entrepreneurs in Borsh&ir8Solberg's (2002) study had
previous international experience, maybe one refsdffiailure”, their ambitions of
growth exceeded their competence. This is not a ple@nomenon and is labeled
“the Penrose-effect” by Rugman & Verbeke (20018, & limitation to a firm's
growth rate (is) due to managerial constraintS)p.

3.3.2 Key Employees’ Experience and Background

To achieve the benefits of globalization, the managf worldwide business need
to recognize when industry conditions provide thpartunity to use global strategy
levers; global market participation, global produahd services, global location of
activities, global marketing and global competitiveves (Yip, 1992:31). Zahra
(1999) states that in such a dynamic and competéiwironment (e.g. as a global
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economy is), entrepreneurial leadership will ta&etral stage. It is assumed that the
ability to recognize such opportunities is increhsdth top management or key
employees’ foreign experience level. Although mueh the research on top
management teams are based on large firms, thespomdence between top
management experience and organizational outcosnespected to be even more
pronounced in SMEs, since these businesses rdfectdominant role of the
founding team to a greater extent (Chandler & Hard@94; Mintzberg, 1988).
Crick & Jones (2000) found that several firms westarted by managers with
experience operating in international markets frirms in which they were
previously employed. As such, they have developgatgence in dealing with the
complexities of international operations, have g@preciation of the risks and
resource implications, and have developed a netwbdustomers and contacts on
which they could build after starting their owmfis.

Although the traditional explanation is that firman gain valuable knowledge and
resources as they become older and larger, snéf@mg firms are not necessarily
disadvantaged if they develop other mechanismgdaiee the requisite knowledge
and resources. There is some evidence in the tiirerato show that
internationalization is more strongly affected by tharacteristics of the decision-
maker or management team than other variables asidinm size and age (Axinn,
1988; Reuber & Fischer, 1997). Hambrick & Mason84)9also state that the top
management team is a key source of competitiveradga for a venture, since the
quality of decisions made by a venture is very muacheflection of its top
management team. The small amount of variance poréxehaviour explained by
firm size (Calof, 1994) calls into question theekglnce of firm size as a strong
determinant. Also, the emergence of born globalgia® & McDougall, 1994)
questions the relevance of a domestic track reasrd consistent predictor. Reuber
& Fischer (1997) even argue that a domestic tradond may influence a firm’'s
chance to succeed internationally in a negative. Wdnpshal (1987) has argued that
organizations that internationalize earlier arelijjkto develop fewer routines and
resources which make it difficult for them to mawet of domestic markets. Other
researchers have also argued that large, establigimes typically face “inertial
pressures” that inhibit their flexibility. Theseessures can be in the form of
organizational routines (Dosi, Teece & Winter, 199%tructural impediments to
change (Hannan & Freeman, 1977), or perceptualebiad managers (Bower,
1970). Thus, large domestic firms may find it diffit to operate in the international
market. It is therefore argued here, in accordavitie Oviatt & McDougall (1994),
that in newer and smaller firms, the skills and Wienige of the top decision-
maker(s) are likely to be more predictive of, amdluential on, patterns of
internationalization than more traditional fact@ach as age and size of the
company.

3.3.3 Personal Network

Ellis’ (2000) findings supported the hypothesisttkaowledge of foreign market
opportunities is commonly acquired via existingempersonal links rather than
collected systematically via market research. Theu$ here is on personal
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relationships of the founder(s) and other key pameb to individuals or
organizations that they state have been of impoetafor the firm's road to
internationalization. The founder(s) of socalledrbglobals and/or key employees
are assumed to have established such (importdatireshipsbeforestart-up of the
firm. Traditionally, afirm’s relations and the development tfe firm through
certain stages (e.g. both relationship- and intemnalization stages) have been
studied. It is assumed that key employgestsonaldevelopment and networking
prior to the start-up of these small fast intemmaiizing firms, influence the firm’'s
road to internationalization in a positive way.

It is sometimes argued that interorganizationasttidoes not exist. This view is
based on the belief that organizations cannot tekms “feel” nor can feelings be
experienced towards them (Young, 1992). This isamissue here, since the focus
is on the individual level;, founder(s) and or othesy employees’ personal
relationships. The basis of trust differs, for epdarattraction and liking are seen as
less important reasons of trusting in businesstiogls, and competence and
openness are even more important. An interpergefationship is defined as that
which possesses “a tie of affinity” (Little Oxfofdictionary, p417 in Young, 1992
p. 53). In other words, there is some bond betvpagties; they are likely to have an
(emotional) attachment to one another. In a comguelationship this attachment
will in part stem from shared past and expectatioha shared future. However,
when interactions commence, there is no such Rkistggon which to base
expectations. Interfirm relationships are strengdtefurther if their development
includes increasing socialization, i.e. personsibra(Turnbull, 1990). The breadth
of what is achieved via the interactions incredabeas as business relationships also
become social relationships. In early part of atiehship between firm members
the motivation for cooperation may be to continbie telationship as a means of
fulfilling economic goals and the resulting bonagvieen the parties would be more
impersonal and utilitarian. As the relationship toames to develop, such economic
motives can become “overlaid with social conteat ttarries strong expectations of
trust and abstention from opportunism” based on peesonal relationships
individuals have formed (Granovetter, 1985:490)isThurther bonds the parties,
enhances and expands their ability to interacthdtuld be noted that this process of
development is observed in Western countries. lia &nd the Middle East the
personal relationship is likely to be more integratl may be a precondition for any
commercial relationship (Albaum, Strandskov & Du&@02).

3.3.4 Level of Globalization

As stated earlier, a series of globalization dsv@.g. growing interdependence of
national economies, improved international commatibn and transportation,

homogenization of markets) has contributed to agral/trend towards integration

of markets and competition. This trend should sifp@nd shorten the process of
firm internationalization, which means, firms makips stages of international

development that have been observed in the patsteoprocess may not occur in
stages at all. This development (e.g. globalizatioay thus be seen as major
explanator of the born globals appearance. Fadiegsituation where a firm’'s
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position in one country is affected by its positionother countries (Porter, 1986),
companies are believed to internationalize in asgjimr scale, scope and learning
economies (Benito, Narula & Pedersen, 2002), lgattinan increasing minimum
efficient scale (Hamel & Prahalad, 1985). We canctade that globalization in a
wider sense is the growing interdependence of maltieeconomies, involving
consumers, producers, suppliers, and governmeidiffénent countries. Boundaries
between domestic and international markets are rbiegp less relevant as
businesses increase their activities abroad (Kngfio).

3.3.5 Product characteristics

Closely related to level of globalization are them@cteristics of the product a firm
offers. It is assumed that the product strategglolbalizing high technology SMEs
is based from the start on an innovative, globablpct, which has been developed
in response to a detected global industry shifa@hta, 1990). It is also assumed
that the product strategies of the high technologgnpanies will be constantly
updated through the introduction of new versionshef original, physical product
and through additions to the product scope in thmefof new physical goods and
related value-added services. However, as pointethy Alahuhta (1990), this will
be done keeping within the companies’ narrow bussin®cus. We have earlier
stated that increasing global competition, togetivéh increasing speed in the
development of new technologies, has led to shamreduct life cycles and higher
innovation intensity. The shortening of the produfetcycle creates a need for large
R&D costs. The shorter the PLC, the shorter the fimwhich returns on investment
in product development can be earned. Thus, edlyeciampanies with small
domestic markets need global volumes over whicketlwsts can be divided. Short
PLCs also call for higher innovativeness in oraelatinch new versions or products
to compensate for the decline of original ones. dteracteristics of the product the
firm is exporting are thus likely to influence tfien’'s pace of internationalization.

3.3.6 Summary

From the foregoing discussion, it can be assumadetkperience, network, industry

and product factors may lead to greater preparedtesommit resources or a

reduction in a manager’s perception of risk or bttis again leads to a faster pace
of internationalization. Experience is believedctange the perception of psychic
distance, it may have the effect of reducing peeskpsychic distance and this may
thus explain the observed pattern where SME’'s ese&yeral foreign markets

simultaneously and these markets may as well beviay as close in terms of

psychic distance.
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Chapter 4 Research Design and Data Collection

4.1 Research Design

4.1.1 Introduction

A research design is the logic that links the datbe collected and the conclusions
to be drawn to the initial questions of a studyn(Y1989). Choice of methodology
thus, depends on the research questions and tleetiobp of the study. The
purposes of social research may be organized mége tgroups based on what the
researcher is trying to accomplish, explore a nepict describe a social
phenomena, or explain why something occurs (Neurh@87). Studies may have
multiple purposes (e.g. both to explore and desyribut one purpose is usually
dominant. The objective of this study is to deseriihe process of
internationalization of SMEs and to explore thesmes of some firms becoming
gradual or traditional globals and some born glebBlen though there has in the
last decade been some studies on the internatiatialh process of SMEs
(Alahuhta, 1990; Junkkari, 2000) most research ot in the field of
globalization are mainly focused on large multioasil companies usually
originating from large countries (Junkkari, 200Dhere still seems to exist a gap in
the literature when it comes to explaining the dagiobalization of born global
SMEs. The focus of this thesis was to identify vahfiactors determine a firm’s pace
of internationalization. The process of internadiliration is identified as having
two main dimensions, that is, international marketection and the choice of
foreign operation mode (Bradley, 1995). Thus, #earch intent of the study was
stated as: which factors influence the pace for SNkt gradually increase their
resource commitment to a foreign market and whatadrs influence the pace for
entering new country markets?

Quantitative research looks at a large group aésgseople or units and measures a
limited number of features. A case study is morstimit. It usually involves
qualitative methods and focuses on one or a fewscdsring a limited time period.
In this study it seemed most appropriate to st@tt mn exploratory, in depth study
to get a better understanding of the topic at h@hdt is, the aim is more to develop
new insights about the phenomenon of born globasgst versus slow pace of
internationalization), “context of discovery”, thamtesting the validity of existing
theories, “context of justification”. However, ihguld be noted that since this study
is going to probe the extent to which existing tletical perspectives of the
internationalization process can help explain wlome SMEs expand faster
internationally than others, the approach alsauithes aspects related to “context of
justification”. The intention is thus to draw orsights from the different theoretical
perspectives when gathering data and analyzingntemationalization process.

Glaser & Strauss (1967) argue that social resestrohld be inductive in nature and
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that theory development should be “grounded” indht&a material. However, within
the philosophy of science it has been argued tifeinbtion of pure empiricism is
impossible. Also when attempting to follow groundbdory approach, the
researcheis influenced by his/her frame of reference (Hand®@%8). This fact has
to be taken into account when carrying out empirstadies. Next, the process of
data collection are described and then the caseégedtwill be presented and key
concepts operationalized before different validing reliability issues are discussed
at the end.

4.1.2 Primary Data

The data has been gathered from in depth intervi®asnders, Lewis & Thornhill
(2003) have found that managers are more likelggt@e to be interviewed, rather
than complete a questionnaire, especially whereirtezview topic is seen to be
interesting and relevant to their current work. iAterview provides the respondents
with an opportunity to reflect on events withoutedeang to write anything down.
This situation also provides the opportunity faeiwiewees to receive feedback and
personal assurance about the way in which infoonatvill be used. Personal
interviews are also advantageous to the reseaashiElealey (1991:206) points out:
“...the interviewer...has more control over who answehe questions” in
comparison with a questionnaire, which may be mhfgen one person to another.
Semi-structured interviews also provide the regdesrovith an opportunity to
“probe” answers, when there is a need for the vigarees to explain or build on
their responses. Case studies within business rodsesre a very demanding
exercise, and for that reason, only twelve cases aleosen.

The founder/CEO or another key employee (who has lrethe company from the

start) of the firm was contacted, with a requestpéoticipate in the study. The

potential case companies were selected by usingeguoes that are appropriate for
samples that are needed for theoretical purposéssdz& Strauss, 1967; Yin,

1994). The logic that justifies the use of sampbegheoretical purposes is different
from the logic of sampling for statistical purposegich often requires random
selection. Purposive sampling to explore theorktioasiderations does not require
too great a concern for sample size. The size ®fsimple is seen as relatively
unimportant. What is important is the potentialeaich case to aid in developing
theoretical insights into the dynamics of the in&tonalization process being
studied.

The case companies were selected from a pool pbneents to a survey that was
carried out in the autumn of 2001. The populatidrihat survey was defined as
being SMEs in Norway, founded after 1990 (and tegésl in Kompass Norge AS —
a leading Norwegian Industry Directory). SMEs aeéirted as being firms with less
than one hundred employees. The reason for choosaently established firms is

to ensure that the details surrounding the foundirthe firm are not lost to history.

The focus on SMEs is due to the fact that sevéudies have found that most of the
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rapidly internationalizing firms have far less th#0 employees (see e.g. Knight,
Madsen & Servais, 2004). In addition, Solberg ()988nd successful exporters to
be significantly smaller than unsuccessful expsrt&his finding led him to suggest
that smaller units are better able to create thbtratmosphere for successful
exporting, necessitating a closeness to the mariettan open-minded organization,
not always present in large corporations with ripigteaucratic decision-making
procedures.

Finally, firms that were stand-alone entities wereferred. This preference was due
to the expectation that sub-units of larger firmagégreater access to resources, i.e.
capital, human resources and information (Harves2000). Despite this, three of
the cases chosen were not independent, partly becdne dichotomy between
dependence and independence is not always thalesimgetermine, and because it
might be useful to have some cases that are napérdient for reasons of
comparison. A relatively wide population was chosgnthe outset, in order to
enable a continuum to be drawn with firms that havegradual pace of
internationalization, at one extreme and true bglobal firms, at the other. It is
according to Churchill (1991) cases that displaytast or an extreme situation that
are most useful. This is because it is easiemtb differences or determine what
distinguishes two extreme cases than to compardiamdlifferences between two
average or normal cases.

4.2 Operationalization

4.2.1 Introduction

Operationalization is about how to mirror conceptgive meaning in an empirical
context. While measures of imprecise concepts aeemcompletely valid or
reliable, researchers strive to maximize theseitipg(Knight, 1997). The research
literature deals only to a modest degree with nreasent problems when it comes
to exploratory/’qualitative” research (Ghauri & @tmug, 2005). However, Berg
(2007) goes so far as to say that failure to defing operationalize concepts will
spell disaster in many cases. The problem is usw@gdproached by using semi-
structured questions, based on an interview gugdén ahis study. The interview
guide was developed by surveying previous studigen though this type of study
may be seen as “data-driven” problem solving, withthe use of concepts and
theory, an explanation (e.g. theory) will never egee Berg (2007) also claims that
if it is not made clear what the concepts mean,rédsellts may be meaningless in
terms of explanatory power or applicability; “.ybu have not worked with the
literature in developing relevant meanings and suesable attributes, it will be
impossible for you to see how eventual resultsiriio this extant body of
knowledge” (p.37). Thus a mapping between empiricdiservations and
concepts/theory should take place. The researtioeitcsbe able to demonstrate the
validity of the findings and to do that the reséarcmust supply evidence. The
questions, responses, inferences made and whabrsupese inferences should be
reported.
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4.2.2 Pace of internationalization

Measuring the pace of internationalization was exat by identifyinghow many
regions an SME enters during a specific time pemddchtypesof regions the firm
enters, andin what order (close or far away from the home market in terrhs o
psychic distance). In addition, the export ratehef firms three years after founding
was measured, since this is a common cut-off pfmintdefining so called born
global firms (Knight & Cavusgil, 1996; Knight, 199Madsen Rasmussen &
Servais, 2000; Harveston, 2000; Junkkari, 2000)reMgpecifically, these same
authors define born global firms as SMEs with apogk rate of more than 25%
within three years of their founding. Finally, thiessearch identified the entry mode
which was initially used when the firm entered fitst foreign market and, the
foreign operation modes that were currently beisgdu This was done to measure
the rate of resources committed to the market owes.

4.2.3 Key Employees’ Experience and background

Top management experience is defined as the anob@xperience that a manager
has accumulated in an international context. Haove¥Kedia & Davies (2000) state
that most studies using this construct have usecmmount of time spent in foreign
countries as an indicator. This indicator inclutle® spent at foreign assignments,
at foreign educational facilities, and on vacaiioforeign countries, as measures of
international experience. This indicator accountsohe dimension of the construct,
length. The second dimension is scope. From whacttiment(s) do key employees
have experience? Have these key employees mainlgedcabroad or at home?
Another measure of foreign experience gages thenexd which the manager has
engaged in foreign travel. They are asked abountimber of languages that the
manager speaks and how fluent he or she is in thesguages. Was the top
decision-maker born abroad? Has s/he lived abrédiésénbock, 1988; Reid,
1981)? What was the mindset of the founder at-g@a(Harveston, Kedia & Davis,
2002)? In this study, international experience wasasured by determining how
long the founder(s) had been abroad, in which cemthey had worked or studied,
and what position(s) they held while living abrodd. addition, the foreign
languages that were mastered were identified.

4.2.4 Personal Networks

According to Solberg (1997), the more global thdustry structure is, the more
important is the presence of an active and widespnetwork. Motives for entering
a new market were investigated and the charadterist prior relationships and the
role they have played have been sought. Persdaéibreships, studied in this paper,
were relationships that key employees define asnfaan impact on their road to
internationalization. These are either relationship their home country or
relationships in the target country, establisheémpreviously working or studying
abroad, or developed from their previous work assignts in their home country.
What types of relationships exist between the kewleyees and the network of
people they identify as being most important? Hdese are these relationships?
This can be measured by documenting the frequehcgrdact (e.g. daily, weekly,
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once a month) and the type of contact (e.g. fackde, telephone, e-mail). We
assume that the more frequent the contact anddkerahe type of contact is (e.g.
face-to-face), the more trust exists between theigsa Whether the contact is
formal or informal may also be of some importandée assume that the more
informal the contact is, the closer the relatiopshind the more closeness, the more
trust. The interviewees were asked to elaboratenuphe relationships they
considered to be important for the developmenthef firm. How and on what
occasion did the parties first meet, and, in whay did these relations contribute to
the firm’s internationalization process. In additionterviewees were asked to
characterize the type of contact they have at ptese

4.2.5 Globalization

Globalization may be conceptualized in terms ofoatinuum from low to high,
along which different industries fall (Porter, 1988n industry at the very low end
of globalization is highly independent of indussria other countries. An industry at
the very high end is significantly linked to simmiladustries in multiple countries in
which its various value-added activities are lodafehe extent to which an industry
is characterized by international linkages withire industry is seen as being an
important indication of its level of globalizatiofMakhija, Kim & Williamson,
1997). It is rather difficult to find good measured an industry’s global
characteristics. However, according to Porter (1288l Bartlett & Ghoshal (1989),
establishing the extent to which an industry ibglds a necessary first step, before
one can adequately examine global strategies. Halistry’s unique blend of
competitive pressures is likely to result in vagyievels of globalization, which in
turn are reflected in the strategies the firm zeii in these industries (Prahalad &
Doz, 1987; Yip, 1992). One way to measure thioisige the ranking of different
industries in Yip (1992:34), but in this study sedijve measures have been used.
That is, the managers in the SMEs are asked how fkeceive their industry,
according to a certain set of dimensions that dimeeealing the industry’s global
characteristics (Solberg, 1997:5). These dimensimes industry structure (e.g.
oligopoly or fragmented), which is influenced byetktrength of globalization
drivers (e.g. trade barriers, internationalization of oustrs/suppliers, international
demand pattern), and theterdependencef national markets(e.g. international
price sensitivity, intra-industry trade).

4.2.6 Product characteristics

Product characteristics, it has already been pointg, are believed to be influenced
by macro factors, such as the competitive conditiithin an industry. Questions
were asked about the product’s life cycle and altsuiniqueness when compared
to competitive products. (“Is it one of a kind?"hd degree of specialization of the
product (Madsen & Servais, 1997) was also quefibd.researcher asked managers
to classify the product as being either an indalksgioduct or a consumer product.

56



4.3 Selection of Cases (sampling)

4.3.1 Introduction

A central question in doing case studies is whethienclude one or several cases.
The problem with using only one case is that ititshgeneralizability and leaves
little room for comparison (Eisenhardt, 1989). déseveral cases is a way to solve
this problem (Leonard-Barton, 1990). Several caggsn up for replication and
enable us to compare results in one case withtsegal get in another. This can
strengthen the results.

If we use experiment as an analogy, it is not nunobeases that are important, but
whether you achieve the variation required, atstéime time as disturbing variation
are “excluded” (Andersen, 1997). By selecting dandting the cases in a way that
give as much theoretical variation as possiblehatdame time as we limit other
forms of variation, it is possible also with theeusf case studies to reach a high
degree of control (Andersen, 1997). To limit othgyes than the wanted variation,
cases were chosen from one country and time dbledtenent are quite limited (e.g.
between 1989-2000). By choosing all the cases mitimie country and within a
short time period, it can be easier to study cotioes between relationships,
experience, globalization and product charactesston a firm's pace of
internationalization, because several contextuatofas are held more or less
constant. At the same time the wish to do the sindy larger and more realistic
context is maintained, as opposed to in an exp@time

In case studies you usually select cases basedeonyt(e.g. theoretical sampling).
When using several cases, they should be seleatasl t® a) predict same results, or
b) give opposite results, but for predictable reaqyin, 1994). When using several
cases, it can be useful to use an explicit framkworchoose from. This frame
should be guided by the research question and dheeptual framework. The
framework developed consists of a 2x2 matrix. Theziontal line stating volume of
export reached within three years of founding dredvertical line stating number of
market areas the firm is present in, i.e. it ineldmy two main dimensions
measuring a firm's degree of internationalizatiomglobality.
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Figure 6: Classification of global SMEs

TBG = True Born Global

BGM = Born Global on Market dimension
BGE = Born Global on Export dimension
Gl = Gradual International

4.3.2 Short Description of the Cases

The firms had to be selected as to satisfy the dwaonk conditions and it was also
desirable to find cases that fit each of the foyres of “globals”. The cases are
presented below in alphabetical order. In the &islfe.g. chapter 6) we will take a
closer look at how each case fit within the framewo

ColorMatic ASwas established in 1997 and started exportingdBD2Export rate
after three years was 90%, today it is 95%. They mesent in Scandinavia,
Western-Europe, North America, Australia and Asia.

Dolphin Interconnect Solutions Affas established in 1991 and started exporting in
1992. Export rate after three years was 90% theesas today. They are present in
North-America, South-America, and Europe.
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Fras ASwas established in 1996 and started exportin@88190). Current export
rate is 80%, after three years it was 20%. Theypaesent on ships all over the
world.

ICAS ASwas established in 1989 and started exportin@#21Current export rate
is 45%, after four years it was 30%. They are preseEurope and sporadically in
South-Africa (2001) and Australia (2000).

Incatel ASwas established in 1993/94 and started exportd86.1Current export
rate is 80%, after three years it was 50%. Theyegsent in Europe.

IRTech ASwvas established in 1995 and started exportingdnee year. Export rate
after three years was 100%, the same as today. dieepresent in Europe, North
America, Australia, and Asia.

Kay Lindegaard Incineratorazas established in 1999 and started exportingahse
year. Export rate after three years was 50%, sasn@day. They are present all
over the world.

NOR-REG ASwvas established in 2000 and started exportingOBil2 Export rate
after three years was 75%, same as today. Thegrasent in Western Europe and
Japan.

Norsk Display ASwas established in 1993/1994 and started expoitin$994.
Current export rate is 60%, after three years is \8&8%. They are present in
Western Europe and North America.

Opera Software AS#vas established in 1995 and started exporting dhgesyear.
Export rate after three years was 99%, same ay.tdtiey are present all over the
world.

Optoflow ASwas established in 1993 and started exporting 8V 1€urrent export
rate is 90% and after three years it was 85%. Tdmeypresent in Scandinavia,
Western Europe, North America/Australia, Asia aridca/Arabia.

Superject ASvas established in 1990/1991 and started expomiriP91. Current
export rate is 80%, after three years it was 70BeyTare present in Europe (mainly
Western part).
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4 .4 Data collection

4.4.1 Introduction

It is recommended in case studies to make usearfgulation as method of data
collection to provide stronger substantiation ofngtoucts and hypotheses
(Eisenhardt, 1989). In triangulation, “..researshenake use of multiple and
different sources, methods, investigators, and ribgoto provide supporting
evidence”, (Creswell, 1998:202). Triangulation reel the risk of the conclusions
reflecting systematic biases or limitations tiedte specific method and also make
it possible to increase the validity in a study riBie, 1970). Yin (1994)
recommends that data should be gathered from anaidge of sources. This allows
the researcher to strip away the biases, inclutielgown, and try to get a true
picture of what is involved. This study is mainlgded on interviews and secondary
data. The recommendation of triangulation is thaneeat least partially fulfilled.

4.4.2 Personal interview

The use of personal interviews represents the imgeirtant data collection method
in this thesis. These interviews were carried ouytskeking insight from key
informants in the different firms. The choice ofdmants were made with the use
of organization maps and based on background kmigelef the firms in question.
Most informants were founder/owner or some otheetgf key employee, for the
firm’s international development. In addition toettpersonal interviews some
telephone interviews have been carried out wherboedtion on pieces of
information has been needed and also e-mail cangigmce has been used in this
regard.

Before the data collection took place, an intervigwde was constructed which
included the different areas to be covered. Theisgapoint for this guide is the
model in chapter 3. In studies consisting of sewease studies on the same topic, it
is recommended according to Miles & Huberman (19831)use a relatively
structured interview guide, so as to ascertain aliahe topics are covered in each
single case. The questions are asked of each imte¥® in a systematic and
consistent order, but the interviewers are alloireédom to digress; that is, the
interviewer are permitted to probe far beyond theswaers to the prepared
standardized questions.

4.4.3 Secondary data

In addition to the interviews secondary data hanhgsed in the study. Secondary
data can be defined asddta that have already been collected for somerothe
purpose (than the researcher face¢paunders, Lewis & Thornhill, 2003:188).
Secondary sources of information can have thegirorfirom within the company
and may include documents such as annual repepstts to stockholders, different
research papers, internal newsletters and compabiicptions. However, secondary
data can be gathered from outside the company khsSeeirces here may include
published information data from various trade amubstry associations,
governmental reports, public statistics, newspapppings and journal articles. In
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this study there has been made extensive use dhtimmet searching for articles
related to the firms or their area of businessaddition reports have been bought
with information on the financial situation of eafim from the “Brgnngysund
register”, this to get an update and to confirm figeres from the interviewees.
Some interviewees supplied the researcher with anmyports, detailed customer
lists (e.g. which year sold to who/which countigt over important relations and
CV’s of key employees and various other types ofigany publications, but some
of the smallest firms did not have much written en@l and formal reports/plans.

4.5 Data Analysis

“Quality, not quantity is my measure.” (Douglasrdé&t in Ghauri & Grgnhaug,
2005:202).

A research design should not only tell you whatdae to be collected, it should
also state what is to be done after the data haga bollected. That is, one should
seek to find the logic linking the data to the msitions and criteria for interpreting
findings, “it is the intimate connection with empal reality that permits the
development of testable, relevant and valid theof@laser & Strauss, 1967 in
Eisenhardt, 1989:532). In this part it is accourfedhe way the data are analyzed.
Data analysis in qualitative research is an ongpiogess (Nachmias & Nachmias,
1992). A thorough description of this process eesldthers to better see how the
conclusions are reached (Miles & Huberman, 1994)e Bame describe data
analysis as consisting of three concurrent flowsadfion: data reduction, data
display and conclusions and verifications (pp. 29-1Data reduction is about
transforming raw data into a more manageable farchthis occurs throughout the
research project (e.g. transcribing interviews, imgksummaries, identifying
analytic themes etc). In the next phase, data alisghe data ar presented are
presented in as an organized, compressed asserhlihoonation that permits
conclusions to be analytically drawn (e.g. matrieesl summary tables). These
displays assist the researcher in understandingbserving certain aptterns in the
data or determining what additional analysis orosst must be taken (Berg, 2007).
After the data have been collected, reduced andagisd, analytic conclusions may
begin to emerge and define themselves more cle@ardyalitative researcher should
be aware that qualitative analysis needs to be wetlydocumented for others to be
able to see how you have arrived at the conclusibims next paragraph will go into
somewhat more detail of how the analysis in thiggthas been carried out.

Unlike hypothesis-testing research, more inductresearch lacks a generally
accepted model for the central creative processddteerefore does not follow an
established format of analysis (Miles, 1979). Oreywo analyze data collected
through case study methods is to look for commaealiand differences, this is
particularly useful in this study where we have tiplé cases. This phase, the
analysis, is the most difficult and the least cedif part of the process in a
qualitative study, e.g “..one cannot ordinarilyidev how a researcher got from
3600 pages of field notes to the final conclusispsnkled with vivid quotes they
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may be” (Miles and Huberman, 1984 in Eisenhardt891939). Following
Eisenhardt (1989) and Yin (1994) each of the twebases were analyzed
independentlywithin-case analysisyhich is basically a detailed case study write-
up. This is often simply pure descriptions, buisitcentral to the generation of
insight. There is no standard format for such aialyThe overall idea is to become
intimately familiar with each case as a stand-alemiity. Another method used was
to search forcross-case patternsrhat is, categories or dimensions were selected
and then within-group similarities coupled with @ngroup differences were
searched for. A 2x2 design was used to compareaesategories at once. Overall
the idea behind these cross-case search tactizgasce investigators to go beyond
initial impressions, especially through the useswfictured and diverse lenses of
data. These tactics improve the likelyhood of aaturand reliable theory, i.e. a
theory with a close fit to the data.

To sum up; within-case analysis gains familiaritithmthe data and preliminary
theory generation; cross-case pattern search udivergent techniques forces
investigators to look beyond initial impressiongl aee evidence through multiple
lenses and these are the two methods of analyssehin this study.

This approach was guided by recommendations madeebgral authors (e.g.
Pettigrew, 1990; Mintzberg & McHugh, 1985; Burgem& Sayles, 1986), who
argue that the division of the data analysis iscaliin order to deal with the data in
a meaningful way, given the almost overwhelminguuad of data collected through
a qualitative research project. In addition, thegdanalysis of each case is important
in order to understand its uniqueness (Gersick8L9Bhere was clearly a need for
the within-case analysis as a facilitating stephia study. A considerable effort was
put into learning as much as possible about easb bafore a cross-case analysis
was undertaken as recommended by Eisenhardt (1989).

4.6 Validity & Reliability

4.6.1 Introduction

While there are a number of situations favouring tlse of qualitative research
interviews, there are also a number of issues agedcwith them. One being data
quality issues related to reliability, differentrfies of bias and validity and
generalizability (Saunders, Lewis & Thornhill, 200Fhose who judge qualitative
research using quantitative standards are ofteampp@nted. Nevertheless, most
people enjoy reading reports of qualitative redeéeuman, 1997:328). Case study
is chosen because of its advantages for creatingl,ndch and in-depth theory
(Eisenhardt, 1989; Yin, 1994). Case studies ard ammzropriate in the early stages.
“...although a myth surrounding theory building fraase studies is that the process
is limited by investigators’ preconceptions, intfacist the opposite is true. This
constant juxtaposition of conflicting realities tisrto “unfreeze” thinking, and so the
process has the potential to generate theory wih fesearcher bias than theory
built from incremental studies or armchair, axioimatleduction” (Eisenhardt,
1989:546).
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Qualitative social research relies largely on titerpretive and critical approaches
of social science. The two approaches are botmalige to positivism, which is the
foundation of quantitative research. The criterda fudging qualitative research
according to Yin (1994) is reliability, constructlidity, internal validity and
external validity. There is a basic dilemma; tousecunambiguous evidence about
causation, one frequently sacrifices generalizgbilDesigns that are strong on
internal validity tend to be weak on external vitjidvhereas designs that are weak
on internal validity are, by definition, weak ontepnal validity. Without internal
validity, no generalizations can be made (Nachm8iadachmias, 1992:143). The
different types of validity that have to be consatkin this study will be discussed
next.

4.6.2 Construct validity

Construct validity is about establishing correctigtional measures for the concepts
being studied. Construct validity is strong if @mt operational measures are
established for the phenomenon, i.e. one must fgpetiat to be studied and then
establish measures and indicators of this. Oftegualitative research “what to
measure” and “how to measure” might be somewhateanclf this was very
straightforward, i.e. the relevant data can easdyidentified and coded, it would
probably be more appropriate to use a large-stafistical study to test hypotheses.
In order to increase the construct validity of thesse studies, Yin's (1994:34-35)
recommendation was followed, that the researchest specify what to be studied
and then establish measures and indicators for This research questions guided
the data collection and also made it gradually rcighat kinds of measures and
indicators were appropriate. The main dimensiored Usr classifying data were
export rate and number of market areas in relatomme since founding. At first
resource commitment to the foreign market was alsosidered a relevant
dimension for measuring pace of internationalizatimut it soon became clear when
analysing the data that this was not a very importmension to these particular
types of firms.

There are two main tactics to increase construdityg (1) use multiple sources of
evidence such as articles, annual reports andvietes with top executives and
establish chain of evidence via case data, cass rmotd case descriptions, and (2)
having drafts of the case study reports reviewedkby informant(s). These
suggestions were followed in this study; multipleuxes have been used as
described above and the reports with the firmsestdnes have been reviewed by
most of the interviewees, this to ensure correetaional measures.

4.6.3 Internal validity

Internal validity is high if no alternative explarma can be considered. This type of
validity is seen as important in explanatory orsadistudies, not in exploratory or

descriptive. Since this study has both a descaptind an element of explanatory
purpose, the internal validity of the study has b® considered. It is about

establishing a causal relationship, whereby certaimditions are shown to lead to
other conditions as distinguished from spuriouati@hships. Due to the closeness
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to the data and the unfolding nature of the sttaiyijliarity with the data is high and
thus there is reason to claim high internal valid@laser & Strauss, 1967). To deal
with this validity problem, pattern search withiach case have been used and we
searched of evidence for “why” of relationshipghe cross-case analysis.

All information was included in the transcribed emt All interviews were written
down soon after each interview and the intervievesewtaped in all but, one case
(e.g. Optoflow). In the case were there was no t&gerdings, notes were taken
throughout the interview and written down in moegad straight after the interview
when memory of the conversation was still freskrieure that as much information
as possible was captured. In majority of the casésviewees were contacted after
the interviews to clarify or expand upon the materifrhe generation of much
“thick” data makes it reasonable to conclude theat tlata and theory closely
describes the actual internationalization process the twelve cases. The
interviewees were also contacted this year (e.@6R0again to check that the
information was correct understood by the researahd to get an update of where
they are now in terms of how international they @md whether there has been any
organizational changes such as f.i. an acquisitthange of leadership and so on
(see postscript for more detail on this).

4.6.4 External validity

External validity is about establishing the dom@irwhich a study’s findings can be
generalized. That is, the extent to which a stufipdings are generalizable beyond
the cases studied. The aim is thus to generalizarger populations and to more
realistic settings. This design is believed to bhéegstrong with regard to external
validity in terms of closeness to reality. Extermalidity problem has been a major
barrier in doing case studies. The scientific gadficase studies is often questioned
because it lacks generalizability, but case studiiage generalizability, but to
theoretical propositions as opposed to populatovnsiiverses. The case study (e.g.
like the experiment) does not represent a “samaitel’ the investigator’s goal is to
expand and generalize theories (e.g. analytic géimation) and not to enumerate
frequencies (e.g. statistical generalization) (Mi889). The aim is thus to come up
with analytic, not statistic generalizations. Irabsic generalization the investigator
is striving to generalize a particular set of resth some broader theory. A theory
must be tested through replications of the findimgsa second or even third
company, where the theory has specified that thee sasults should occur. To deal
with this one should use replication of patternrcglean the cross-case analysis.
According to Yin (1994), replication may be claimétivo or more cases are shown
to support the same theory (if it does not suppaival theory, even more potent),
which then provides a basis for a generalizatioa tétheoretical” universe. When
doing case studies one should thus, aim towardytima@eneralizations and avoid
thinking in such confusing terms as “the sampleasfes”, or “the small sample size
of cases”, as if a single case study were a sirggpondent in a survey or a single
subject in an experiment (Yin, 1989).
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Case study methods are criticized for a numbeeasons (Miles, 1979). One of the
more critical issues is the generalization thamnede based on one case study. In
terms of generalization, it is believed that therencases you have, the higher the
validity of the study (Eisenhardt, 1989). The stb@&zomes more robust in the sense
that there are several cases that you can gereeffabm (Eisenhardt, 1989). As
Glaser and Strauss (1967:30) argue: “A single caséndicate a general conceptual
category or property; and more cases can confiminlication”. Only if one is able
to relate the study to existing theory, will théeea situation where the findings can
be demonstrated to have a broader significancettienases that form the basis of
this work (Marshall & Rossman, 1999). This relatibip to existing theory will
allow the study to test the applicability of exigfitheory to the settings under
scrutiny. It will also allow theoretical propositie to be advanced that can be tested
in another context.

4.6.5 Reliability

The lack of standardization in these interviews magd to concerns about
reliability. Reliability refers to the consistenoy a measuring device, i.e. it should
be able to demonstrate that the operations ofdy stan be repeated with the same
results. In relation to qualitative research, fkdlity is concerned with whether
alternative researchers would reveal similar infation (Easterby-Smith, Thorpe &
Lowe, 2002). If results are reliable, an invesogashould at a later stage, by
following the exact same procedures and by condgdtie same case study, arrive
at the same findings and conclusions (i.e. noticgatihg, but doing the same case).
For this to be possible, documentation of procesliseneeded (e.g. use case study
protocol, and case study database). As many stepgsossible should be made
operational and research should be conducted sanieone were always looking
over the shoulder. Reliability can be increasedth® use of multiple measures.
Multiple measures may be of particular importarfcthe variables are difficult to
operationalize.

A case study protocol was developed for each esisere the purpose of the study
is stated, field procedures to be followed (e.teriviews, site visits), questions to be
addressed, plan for analysis of the data, guidedee study report, i.e it is guiding
the whole process of undertaking a field studyngs case study protocol is seen
as a major tactic in increasing the reliabilitycase study research (Yin, 1994). The
notion of reliability was kept in mind throughoutet project, emphasising note
taking, the listing of facts, and the documentatibevery step in the data collection
process. To try to avoid systematic bias it waenapted to cross-check and
triangulate data as much as possible. By trianigmias here meant the use of
several types of data on one particular issue, lwiiay be one strength of the case
study method (Yin, 1994:91-94). Moreover, in order the reader to assess the
reliability of the findings, openness in the writp-of the case descriptions has been
emphasized. This has been done by (1) providingnsite descriptions with the
rich use of quotes (i.e. so the reader has a basisiterpreting the findings), (2)
citing who is quoted and (3) listing the interviesdor each case.
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4.7 Summary

The case study is preferred in examining contenmmgoevents, but when the
relevant behaviours cannot be manipulated (Yin,9)198ase study relies on many
of the same techniques as a history, but it addsstwrces of evidence not usually
included in the historian’s repertoire, direct alvsion and systematic interviewing.
Case studies are thus very demanding to carryfauhis reason only relatively few
cases were chosen. The advantages of carrying ong im-depth case studies are
that it allows the researcher to study complexdssn their real-life context and to
collect and analyze multiple types of data (Yin94p It is worth noting that
gualitative and case study research is not iddntlmat “almost all qualitative
research seeks to construct representations baseedepth, detailed knowledge of
cases” (Ragin, 1994:92 in Neuman, 1997).

The research objective was to find how the diffefaators in figure 5 influence an
SME’s pace of internationalization. The use of gatle methodology has the
advantage of giving the researcher the possihilitgatching the complete picture
surrounding this phenomenon. This is achieved bBeaing data from actors that
are in some way involved in the object or actiliging studied (Stgle, 1997).

There are several advantages of conducting a casdy, sbut also some
disadvantages, one being the issue of subjectiVityen it concerns the source of
subjectivity that comes from interpretations of ttada in the analysis, the challenge
is to present the complex social reality withouinbgetoo reductionistic, on the one
hand, while presenting a clear cut and in-deptHyaisaon the other. In order to
ensure that the interpretations made are in linth whe understanding of the
members of the organizations, drafts and milestainan up, have been given to
the informants for revision during the period ofabsis and unclear issues have
been probed.

In order to reduce sources of bias different astineeds to be considered. It was
useful to prepare carefully for each interview. Bging informed about the
organizational or situational context in which tiierview was taking place the
credibility of the interviewer was demonstrated @hdreby the interviewee was
encouraged to offer a more detailed account ofdpie under discussion. A further
benefit of this is made clear by Healey & Rawling®894:136): “A well-informed
interviewer has a basis for assessing the accupfcsome of the information
offered”. As a number of interviews were undertgkewas possible to draw on the
initial analysis that was made of the data previousllected. Credibility may also
be promoted through the supply of relevant infoiamato participants before the
interview. First contact was established by teleghothen an e-mail was sent
containing a list over the main themes to be calémethe interview. This should
promote validity and reliability by enabling thetdérnviewees to consider the
information being requested and allowing them thgpootunity to assemble
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supporting organizational documentation from thHigérs. Access to organizational
documentation and also use of public sources ssitheaBrgnngysund register also
allowed for triangulation of the data provided.

It can be concluded that case studies, as werehibeen method of data collection
in this study, are appropriate as a research désigntheory development context.
The case study’s unique strength is its abilitdéal with a full variety of evidence.
The main weakness of the case study is the pragiroblems of analysing the
results. As elaborated on in section 4.5.
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Chapter 5 Case Descriptions

5.1 Introduction

The cases were chosen for theoretical rather ttaist&cal reasons, to replicate and
extend emergent theory under examination. Indiicaenple elements (e.g. key
informants), is founder/owner of the firm, managidigector/chief executive and
key informants identified by managing director ourider. The data analysis is
designed to identify patterns relevant to inteoval market growth and the
influence of the earlier mentioned factors on tasecfirm. To highlight this, critical
events in the case firms’ internationalization psx have been used. This chapter
will provide a detailed description of each casejthin-case analysis.

Data and interview notes were coded by the authsingu the software
“HyperResearch”. This was done for each firm alangumber of dimensions. This
makes it easier to identify the different stateraethtat represent each dimension
studied, because in the left margin of the docurgentsee the codewords and the
corresponding statement is then marked. In thisptenathe cases and their
internationalization process will be described @tail. Then the cases are classified
according to the two dimensions that were deemest important to describe their
degree of globalization. In chapter 6 a comparisetween the cases and groups of
cases are made.

5.2 Description of each case
Since data displays help the researcher see pafdites & Huberman, 1994:433)
critical events of each case’s history are drawisep below):

5.2.1 ColorMatic AS

Year Important events

1983 Tronrud Engineering AS (parent company) veialdished

1991 2 printers, Mr Randsberg and Mr Bjelland tethito develop the

con-
cept of an inkdosing machine

1995 The prototype was ready and the two printggproached Mr
Tronrud

1996 Color Matic 2000 presented at Grafex and Wafd fair in

Stockholm — no success - the machines were comsideno large,
complicated and expensive and thus difficult td &sld only 5-6
machines)

1997 Tronrud AS bought all the patents and Cobliitd AS was
established — Tronrud AS is to produce the machiaes
ColorMatic AS to market and sell them

1998 The prototype of Inkdoser 2500 was preseatethe Ipex fair in
Birmingham
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1999 The first machines were sold to England, iBelg Denmark,
Australia and New Zealand. Contact with the buyeas made in
Birmingham.
Mr Schaefer (the interviewee) was employed to sfiteen the
marketing effort

2000 USA, Germany and France were entered

2001 They are presently in 22 countries mainhhgidow-commitment
modes such as direct export and distributors. Thaye one
employee abroad, at a sales office in England.
Their focus for the future is on the US and theahese markets

ColorMatic AS which is a subsidiary of Tronrud Engineering Atarted up in 1997
as a sales and marketing function for the inkdosiaghine. A previous version had
not been very successful and the establishmentotdriatic was an attempt to
improve sales with more focus on that particulazdpct. The product was also
improved and the new version was ready for sal@989. The first edition was
initiated by two printers, Mr Randsberg and Mr Bjad, who approached Mr
Tronrud in 1991, they had been looking for a maehhat could mix paint in-store,
but had been unable to find it anywhere and wailitedrud to build one. The first
edition turned out to be too large and heavy and tifficult to sell, the new edition
was a completely new machine, but the basic ideakept intact. The major change
was the size, which was reduced to a minimum. Téight was now half of the old
one and the design was also improved, it lookedrrdod was easier to handle; “you
can mix colours in a white shirt with this machir(@&iventor, Randsborg, 1998:6).
ColorMatic got their first sales to England, Denkyjakustralia and New Zealand in
1999, the interviewee stated that the sales caraecassequence of the IPEX fair in
Birmingham in 1998 where the prototype were pressttnThey got sales to USA,
Germany and France in 2000 following from this .f@plorMatic presently sells to
22 countries around the world using relatively lommmitment modes such as
direct export and distributors. Another motivatifom establishing ColorMatic AS,
in addition to creating a better sales apparatughi® Inkdoser, was that Tronrud
Engineering AS wanted to exploit excess capacitgawn-periods. The first entry
mode used was direct export.

Experience/background of founder/key employees

ColorMatic’s founder Mr Tronrud is the CEO of Colormatic’s paremmpany,
Tronrud Engineering, he has technical backgrourtte Tterviewee who is the
marketing manager of ColorMatic, Mr Schaefer, ostgrted in the company in
1999, two years after start-up of ColorMatic. 19989 was a product development
phase, i.e Mr Schaefer was there when the firdymbentered the market in 1999.
He has no higher education, he studied businesgwioryears in the US. Mr
Schaefer also worked in the Netherlands for 6 nm&rite was then employed in a
Swedish company, it was in digital printing, hisspion there was export manager.
His experience is from much the same markets agohles in now, the Netherlands,
England, Germany and Denmark. The languages heermaate English, some
German and Swedish.
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Personal networks

Mr Schaefer, states that @olorMaticthey are not too concerned with establishing
close relationships; “..it is more “purchase anié sait is one shot and then we are
out again — people buy a machine and that's ithé&eer, 2002). He states that the
relations they have to their customers are verpgaet, but it is not continuous
business where people buy more and more from thdmSchaefer states that he
definitely has a network from his previous posifiprbut he will not put any
emphasis on any of them in terms of one being mmopdrtant than the other. In
general the relations have aided them with regamguestions of infrastructure and
things like “which are the five largest printingnapanies in Denmark?” (Schaefer,
2002). In other words, the relations help them ayetidea of who to work with,
which are the relevant suppliers and distributara new market. “It is convenient
to have good contacts then you can check potgrditihers with people you know —
confirm or disconfirm rumours. To succeed it is arant with good alliance
partners that know the local market” (Schaefer, 2200

Industry globality

The industry ColorMatic belongs to, seems to haveelatively low degree of
globalization; “England is more a local market, do8A is typically the same”
(Schaefer, 2002). When the market is local it mehere is not much intra-industry
trade going on and it indicates relatively low notependence of national markets.
ColorMatic also have to make adaptations and neatiins to the product to
comply with the different standards in each coumtrgrkets. The market is also
described as consisting of some large, dominatictgre and a vast amount of
subsuppliers and third-part suppliers and the imgustructure as such does seem to
be rather fragmented.

Product characteristics

ColorMatic produces a standard product, an inkdoser. They bavduced and
installed about 100 machines worldwide. It is asustrial product, it is specialized
and at least medium complicated. The product Neecis relatively long, it does
not have to be renewed very often. When it comewite, ColorMatic actually did
a test where they reduced the price by 20% theornsgpthey got was not very
enthusiastic, “we could not see any significaningeain demand after our little test”
(Schaefer, 2002). The demand is very sensitiveutdity on the other hand, partly
because it is a very costly product in this markiéte product is described as unique
compared to competitors’ products. Most others pecedsocalled industrial systems,
that is, big systems where you need a large rooptatee it in and you need many
permanent installations. The product ColorMaticivael is described as more
flexible and simpler systems, where the customerstart at a relatively low cost
and expand the system after some time without d¢oamy of its functionality, they
just add to it. The product market ColorMatic isnaig for, is the packaging or
wrapping market for boxes and cartons. It is seequite a narrow niche.
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5.2.2 Dolphin AS

Year Important events

1991/92 Dolphin AS was established by 20 previoupleyees of Norsk Data

1992 Direct export started to the US market

1994 Ownership of Dolphin AS moved abroad to ti&ild. parent company
located in the US, but the owners are the sana¢ th& outset.

1996 Buy-up in the US

1997 Dolphin AS established an agent in France

2000 Dolphin AS established an agent in England

2002 Dolphin established and agent in Germany

Their focus for the future is on the US and tlen€se market

Dolphin Interconnect Solutions A#as established by about twenty previous
employees at Norsk Data AS in 1991/92. Norsk Dats wlissolved in 1990.
Dolphin started out as a subsidiary, but they lagetr net financing and a little
concern was established. In 1994 the ownershipiraasferred to the US, but it was
the same Norwegian owners as at the outset. Dolpleivelops, manufactures and
markets high-speed, high bandwith interconnect ywtsd based on the Scalable
Coherent Interface” (Dolphin’s homepage). Theistfisales were to the US in
1991/92, the founders explains that with the prod@ing made for larger systems
than the one made by Norsk Data, “and for thatrethie only an international
market” (Lachsen, 2002). As we can see above tbiapany uses only low-
commitment modes, starting out with direct expartthe US in 1991/92 and
establishing agents in France, England and Germman$997, 2000 and 2002
respectively.

Dolphin started exporting the year after foundimgl ahe export share has varied
from 100% in year 2 to 90% today (year 12). They @urrently present in Europe
and America (10-12 countries) and are thus quiterfrational on the market

dimension even though it is mostly in Western tgpbeountries. The type of entry

modes they use most frequently are agents.

Experience/background of founder/key employees

The interviewee is the present CEO of the firm hads also one of the founders,
Mr Lgchsen. He has cand.real degree in physics thenuniversity of Oslo, but he
emphasizes that what he is really interested in teasd worked with, is data and
electronics in relation to computers. He explaimat the physicists were early in
making use of computers and that was the reasatetided to study physics. Mr
Lachsen emphasized that he was interested in cengpiubm the start. He has lived
and worked 6 months in Sweden. He has not livedaabother than in Sweden, but
in all his working life he has travelled extensiéloth in Europe and the US both
on the technical side and as a seller and in mamage Mr Lachsen has not studied
abroad and has only worked in Norwegian companies, with international
operations. He speaks well English, and some FrandiGerman.
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Personal networks

When it comes to Dolphin, Mr Lgchsen gives an eXengé how they got their
agent in UK. The connection was made through matiThe seller they had in the
US was British and had previously been a co-wonkéh the individual who
became Dolphin’'s UK agent. Mr Lgchsen describesgiteeral business climate as
largely of technical nature before and after tHe.dde states that they always make
contracts that give them a chance to get out. kuhisen believes his network from
previously has aided Dolphin in its internationatian process. His network in
England has somehow disappeared or he did notdmmisiem to be of much use,
but in Europe (e.g. Germany, Switzerland and Frartbe contacts were of
importance, they introduced him to distributors grotential customers in the
foreign market. Another important type of relatiadghat have had great importance
is a European Research Cooperation. It is a framemwmgram located in Brussel
and it is part of the EU. The companies which aterested in cooperating, get
together and write up a project proposal. They tgply for financing in Brussel.
Dolphin took part in this from an early stage and IMichsen believes they have
established a good network from it and also quifeva good customer relations
accordingly. The projects are described as of mait@chnical nature, the
cooperating parties have to be from different coestand the project should result
in commercial products. The types of relations boiphas or the ones the CEO
sees as important, are mainly research relatiavjefgs.

Industry globality

The industry Dolphin is part of seems to have ahhilggree of globality, the

interviewee have not experienced any barriers aedetis no need to adapt the
product to different markets both factors indicsti®ng globalization drivers being
present, “in my opinion the industry we are a paft electronics, is very

international!” (Lachsen, 2002). Mr Lgchsen alssatibes the competition as
strong and describes how they do business witlvaeteactors “..whether they are
in Korea, the US or Norway are of no importanc@his may be indicative of a

strong interdependence of national markets andhiglsindustry globality.

Product characteristics

The product Dolphinsells is hardware. It is an industrial product dmighly
specialized, it is standardized in terms of themirwto follow an international
standard, it is also described as a very complerymt, one has to have technical
knowledge to sell it. The product life cycle foidiproduct is described as medium
long for being in the computer industry, about years. Demand for the product is
not very sensitive to changes in price, Mr Lgchdeas not believe they will sell
more if they lower the price. He believes the pids quite unique and they invest
in product development to maintain this uniquenéss,he does not specify what
exactly is unique about it.
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5.2.3 Fras Technology AS

Year Important events

1975 Mr Fjerdingstad (founder of Fras Technologgtablished a
subsidiary of Parker Hannifin a subsidiary of an é&kiman
corporation in Norway

1986 Mr Fjerdingstad established a subsidiary é@fdtunds Drive in
Norway

1990 The first step for the product was to follawustomer out — namely
they followed Norske Skog to France

1991 Mr Fjerdingstad was employed at Veritas sisaiegy to prepare a
a platform for the product

1996 Fras Technology AS was established by Mrdifjgstad

1998 Fras Technology AS established contact wlitlgds of London

1999 Fras Technology AS sold licences to Germany fhe
pharmaceutical industry

2000 Fras Tecnology AS followed Statoil to China

2003 Fras Technology AS is currently looking femninvestors

2003 A cooperation agreement was formed with LeekhMartin in the
USA

They do not focus on country markets but on produerkets:
offshore, ships, process industry and energy ptimhuc

Fras Technology ASr its product was first a service of Norske \asit The
founder, Mr Fjerdingstad holds all the patents, pineduct is his invention. The
business idea was to work with preventive mainteaamm large hydraulic and oil-
lubricated systems, but the patent is describdukasy applicable for all liquids and
gasses under pressure. The product, a fluid saniplgr DynaSamp), is not so
complicated in itself, but the surroundings aree Thunder thus, describes the
product as difficult to sell. Fras Technology h&®sen to focus on a very narrow
niche, lubricated technical systems and hydraultisFjerdingstad believes that to
get new technology into a market you need a laeference as an alibi to get the
product on the market. The decision to work foritasrwas thus a very conscious
one on his part and it was made to build a platffinthe product. Fras Technology
AS is described as a competence center for conditionitoring, troubleshooting
and advisory service for the operation of fluidteyss by the founder. By the use of
unique technology and their patented DynaSamp fhaithpler/injector they can
offer an accurate diagnosis of their customerstesys. In addition, they offer
general consulting and third party services. Thenfler has more than 30 years of
experience from the hydraulics industry. When ines to other areas where the
product can be made use of, they use licenseesngtance can the product be used
in a pharmaceutical system or in hospitals as Wwells Technology has a German
licence producer that has started to work withgharmaceutical industry and they
have produced one sampler that is put up in Rikstedet University Hospital in
Norway on the dialysissystem for kidney patierttsnéasures the purity of the water
that is used for rinsing the blood. Another areatli@ sampler to be of use is clean
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water from the tap or to cleanse drainage waten tdferent industries. Fras has no
competence in these areas and therefore aim twsicine product for such use. The
years from 1990 to 1996 was an establishment aahitey phase both for the
founder and the market, they had to figure out vihatproduct could do. The first
step abroad was taken by following a Norwegianarust, Norske Skog, to France
in 1990. The speed of the firm’s internationaliaatiis quite fast, on both
dimensions. Fras actually exported before the compaas established, because Mr
Fjerdingstad, who has the patent, had his firg ealthis product to France in 1990
while Fras was established in 1996. Because thénadethey use abroad is
following large customers out or piggyback as itmisre commonly known as, they
are present all over the world, e.g they are vergrnational on the market
dimension. The export rate is currently 80%, butsvemly 20% 3 years after
founding, e.g they are not that global on the eixgloare dimension. The entry mode
they use is “using other firms’ network” (Fjerditad, 2002). For instance, Lloyds
in London, but they do the selling directly themresl since it seems to be a very
difficult product to sell.

Experience/background of founder/key employees

The CEO of Fras Technology AS is also the sole deunof the firm, Mr
Fjerdingstad. He is an engineer and has also sammdss education. He owns
95.5% of the shares. The founder of Fras Technohagybeen through the process
of establishing new firms on two earlier occasiofisese establishments have been
on behalf of large international companies. Fiwstelstablished a subsidiary for an
American company called Parker Hannifin in 1975. dtlerted on his own and led
the subsidiary for ten years, the subsidiary hasiab0-70 employees today. Then
he established a subsidiary in Norway for the Sglediompany Hagglunds, that
was in 1986. After that, he worked in Veritas fradltB90 to start-up of Fras
Technology in 1996. He has always worked intermatily, “..if you understand the
technology — you can always communicate with pedpé¢ understand the same
technology no matter which country you are in” (Hjegstad, 2002). Mr
Fjerdingstad has lived in Sweden and worked on Idpireg similar products and
has in general worked in very international indestrso he sees no barriers in
dealing with f.i. a French man compared to a Noramdyou just have to learn to
drink wine and bear with them and get to know thefierdingstad, 2002). He
masters English, German, Danish and “Svorsk”.

Personal networks

Fras Technology has had a conscious strategy do\forwegian partners with roots
abroad that is, they have aimed at the shipping dfsthore industry. Then they
have followed these customers out, which is aftiadil and relatively low risk way
of becoming international. Later on they have dithéd relations to partners
located abroad such as Lloyds Register in Londod &laval Research in
Washington. These relations come as a result of #lese connection with
classification companies. Fras Technology or Mrdijeggstad to be more specific,
knows how they work. He states that they are conmsciabout building close
relations. The strategy is not only to sell thedoret, DynaSamp, but to build in a
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service aspect into the product. Fras Technology developed a service called
CMP, the analysis is used to show the customer Wigaproduct can do for them.
They have also developed a DNA analysis because ihge found that many
systems have growth of bacteria and this growthbeaanalyzed by the use of DNA
analysis. The founder, has a network from workimghie industry previously, it is
described as a small industry, the hydraulics itigiusvhere everybody knows
everybody. He does not see different cultures aspanblem, “..it is all about
technology — if you know the technology you knove tmarket” (Fjerdingstad,
2002). He has established an industrial networklbabelieves contributes to their
business (and success). An example is a Norwegigroged at a cruise company
in Monaco. Mr Fjerdingstad met this person in Swedlerough Rolls Royce in
2001. This individual has many contacts with othleip owners that have similar
types of ships, f.i. in the US, “..then rumoursrtsta spread and we have now got
many customers among these ship owners” (Fjerdidgs2002). There is regular
contact between Mr Fjerdingstad and his relatidfes.has many contacts that he
considers important, he meet them at trade faidsthey write Christmas cards to
each other “they are my friends — that's the wayoies!” (Fjerdingstad, 2002). He
has known many of his relations for years, f.i. som Ulsteinvik where the ship
building industry is big, he has known since th&@€ Another important contact is
located in England whom Mr Fjerdingstad visited thiimmer (e.g. 2002) to sing at
his wedding. This contact works at Lloyds in Londdvir Fjerdingstad thus
considers personal contacts as very important wtheomes to export and turnover.
He keeps in touch with the relations mainly by pham e-mail. The relations are
considered very important and he is very conterth wiem. He defines a good
relation as “cooperation with your friends”, it ©ose relations and they are
developed over time. He states that he enjoys ¢hgopal aspect and that the focus
is not constantly on sales.

Industry globality

The industry Fras is part of is described as vetgrnational, “there is a global
demand! We have to follow a market and not a cgisiborders...it is a very
international industry - we work the same way apysrds and shipowners and for
them there is no borders” (Fjerdingstad, 2002). sThindicates a strong
interdependence of national markets in this ingustrd thus relatively high degree
of industry globality. The founder also states, “anost only work with large
customers such as Statoil, Shell, Esso, Hydro,ddmnd so on, because we have a
very unique technology and it is particularly lagestomers that have high costs of
termination” (e.g. they support a “mission criticdlunction with customers)
(Fjerdingstad, 2002). Since the market they ainmaferfor instance companies in the
shipping industry and this industry has been irsgonal almost for centuries, then
it follows that the industry Fras Technology istpafris very global (even though
the product can be of use for many other industriewell, maybe not so global e.g.
the health industry).

75



Product characteristics

Fras Technologworks with technical problemsolving and the markéesy aim for
are not country markets, but product markets, @fghore, ship, process industry
and energy production. The high-pressure fluid damgan be used not only for
sampling, but also for identifying growth of bacéein the system. Their main
competitor is seen as, “old-fashioned methods”tTé)ahe potential customers may
prefer to stick with the way “they always have ditieand may be sceptical to try
out new, and in Mr Fjerdingstad’s opinion, improvegthods. It is an industrial
product and it is specialized, the product itselfniot so complicated, but the
surroundings are. The product has a long prodigatyitle. The demand is not seen
as very sensitive to price, but to quality. Mr Ejegstad considers the product to be
unique with regard to design and technology.

5.2.4 ICAS AS

Year Important events

1989 ICAS AS was established by Mr Olving

1990/91 Legislation required that all homes in Naywhave smoke
detectors
ICAS AS started production in Norway

1991 All production moved to the Czech Republi& @mployees) —
only marketing and sales in Norway (5 employees)

1993 Established agent in Finland

1997 Started selling to Sweden — considered asmthst important
international market for ICAS AS

2000 Some sporadic sales to Australia

2001 Some sporadic sales to South Africa

2003 Established subsidiary with one employeenigl&nd

The markets they focus on in the future are Gaynaad England
The entry mode most used is agents or importers

ICAS AS’initial business idea was to develop “smarthousgitions, that is, to
make a house intelligent by communicating on tleetebnic net. In 1989 when the
firm was founded, they had no possibility of finamgcsuch an ambitious project so
in order to survive they focused on a simpler pobdsmoke detectors. The founder
of ICAS, Mr Olving, knew that a new legislation wduequire all homes in Norway
to have smoke detectors from 1990/91 and ICAS’ flemrhad already established
contact with insurance companies that wished tpresented with such a product.
ICAS started out producing the detectors in Norwayl990, but within the same
year they moved the production abroad due to hagtsc All production is thus
currently taking place in the Czech Republic. Thedpcts are distributed through
wholesalers, insurance companies, electriciansapgliers of technical products to
the farming industry. In addition to the smoke daies, ICAS represent
manufacturers of FG approved house alarms. Thedfyuhescribes ICAS as market
leaders in Norway and Finland, but they experietheefastest growth in Sweden
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and Germany. In England a subsidiary was estaligh@003 in cooperation with
English partners, ICAS owns 76% of the shares.

ICAS started exporting about four years after aiprtthey then entered first Finland
and then Sweden, the latter being described asnitisé important current market for
ICAS. They started production in the Czech Repudliieady the first year, but had
sales only to Norway the first three years aftartaip. The export rate today is
about 45% and it was about 30% four years aftet-s8fa so the internationalization
process can not be described as very fast foffithis They started with the close
Nordic market first, the first entry mode used, avexgent or rather their first
international experience was with the establishneémgroduction facilities abroad,
but their first mode in terms of outward internatiéization was an agent.

Experience/background of founder/key employees

Mr Olving in ICAS is the CEO and he took part irethstablishment of the firm
together with two other men. Mr Olving has someoadion in marketing and he is
also an electrical engineer, one of the other mumdlers has business education and
the last one has technical background. Mr Olvingqi®wbout 30% of the shares.
Neither of the founders had any experience fromitdestry they are presently in,
before start-up. Mr Olving has never lived abrodudit he has worked in
international organizations for 15 years. He had tiee responsibility for export
worldwide. Companies he has worked for is f.i. ABBd Musta International in
Switzerland. He speaks well English and some German

Personal networks

The founder states that they have many persornatnational contacts, but they try
to avoid the Norwegian Export Council which theynsoler a waste of time and
money. He considers building relations as a contisuprocess. They support
activities with the distributor. They consider thestves a support function to
distributors’ own sales staff. With regard to hisrgpnal networks, he states he
might have some, “we manage to find the contactsneed” (Olving, 2002). He
considers the experience from previous work lifeohsnore importance than the
relations. “With experience you know where to startl do not have to waste time —
you go straight to the right organizations” (Olvirigp02). Mr Olving states that
there is no particular important relation, it is nm@bout knowing who to contact.
Although afterwards, he states that the leadeheflioard of directors have lived
abroad and have many contacts especially in Eag&arape and also in rest of
Europe that they find useful. Mr Olving has knowvistperson for years through
previous workexperiences.

Industry globality

The industry ICAS is part of does not seem to bey/\global since there are
different rules and standards in different marketéch work as barriers for foreign
companies, “Germany has their own rules, they daocept English standards, like
we do in Scandinavia. It is the same in the USey timve a completely different set
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of standards which is a tradebarrier” (Olving, 200he founder also describes the
competition as very strong, “there is no way we campete against the cheapest
Chinese solutions, so we try to have broader proaffiering and better technology”
(Olving, 2002). The first point indicates not sgosg globalization drivers in
motion, but the latter where the founder descriigsng competition from a distant
country may indicate some interdependence of naltiotarkets and an industry at
least moving toward some degree of globality, buhay currently more correctly
be described as more of a multi-local or potentiglbbal industry.

Product characteristics

ICAS’ product is a consumer good and they haveddecto aim for two product
markets; fire alarms in households and in agriceltldt is not a very specialized
product and many can produce similar products, they try to differentiate
themselves by making use of new technology andydesi addition they have good
distribution channels. The product is standardiaad massproduced. They try to
get away from the focus on price and try insteadde technology and design as
competitive factors. The product is according ® fitunder quite unique, they try to
advertise it as environmentally friendly and in iéidd, they have a particular
technical solution in the production phase thabbkeves make them unique. Mr
Olving does not consider the product life cycldgoshort, the product does not have
to be renewed very often, but it is considered irtga to bring in new features and
to signal that you keep up with the change in deimarthe market.

5.2.5 Incatel AS

Year Important events

1959 The founder of Incatel AS, Mr Vedeld made fiist computer
program

1961 Mr Vedeld started to work for IBM

Early 1980s  There was a pilot (INKA) in what wasrittalled Televerket — the
idea was based on the fact that if you could kesgktof accounts
by using computers it should be possible to keeggktrof a
telephone network as well

1987 A firm called SysScan won a bid from Teleetrto deliver a
computer solution that should manage the telepheteork — the
solution was not complete

1989 A new company with former employees from ®SysSvas
established, it was called Amis. It was to complite product
development. IBM had entered the scene and waspolys Amis
with the Unix platform on which Televerket had demead INKA
to be developed — IBM Europe agreed to funding pgheduct
development in exchange for the marketing rightsoaér the
world

1991 Amis demanded more funding which IBM refusednd it thus
went bankrupt. The owners of Amis had put mondy ithe
project with intellectual property rights as seturwithout IBM’s
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knowledge — they moved these rights into an Amerimampany
called Cimage corp.

1992 IBM Europe established a new firm called @argvhich was to
continue the development
Mr Vedeld was employed in Televerket

1993/94 Cimage Corp came up with the best solutio®orena was
dissolved
Televerket made an agreement to buy the solutid@iraage Corp
with IBM Norge as integrator
Cimage Corp was closed down in Norway, and IncAtlwas
established — it is owned by Telenor Venture (408l Europe
(40%), Norpet/Vedeld (10%) and employees (10%)

1997 Incatel AS sold their software to Tele Darknar

1999 Incatel AS sold their software to Czech TeteKKPN)

2001 Incatel AS sold their software to Belgia kel

2002 Incatel AS sold their software to the SwedigHecom,
TeliaSonera

2003 Incatel As sold their software to ELISA, Eetem in Finland

Incatel ASstarted with a group of 10 persons. Historicallall started with what
was a pilot project in Televerket (e.g. INKA) iretlearly 80s. The business idea was
that if you can use computers for keeping trackamounts one should be able to use
computers to keep track of a network of telephonesl Televerket saw the
potential for high profits if they could make thi®rk. Incatel AS was established in
December 1994. To understand the background oftdh@S a more detailed
description of the different phases of developniemeeded. The establishment of
Incatel is also closely connected to the foundprévious work experience and this
will be elaborated on under the experience section.

Phase 1 (1987-1991)

In 1987 a firm called SysScan won a bid from Tetkeeto deliver a computer
solution, a system that could manage the telephetwork. SysScan’s solution was
not complete at this time, this happened parallgh wthe entire public sector
demanding Unix operative systems to substituteragstems. It was demanded that
INKA (e.g. the Televerket's project) should be deped on Unix as well. The
interviewee stated that this was in the childhobdoix. IBM saw the danger of
losing this large customer, Mr Vedeld thus wenSysScan asking for cooperation.
He then started the lobbying to convince IBM cdhtraof the large potential in
winning this project and that this could be a staddapplication for IBM to sell
internationally. It came to a large meeting in Telket where the marketing
manager for IBM Europe was present and Mr Vedeld whpresented I1BM
Norway, the leader of the board of directors ofelVetket were there, the Chief
Technician and one of the owners of SysScan. Thia issue for Televerket was
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whether IBM would commit long-term or if they woulgt tired of the concept in a
year or so. IBM was interested because they hadatvabogue cases in France and
Germany. In the meeting it was decided that Sys®bamged their platform and
IBM became the supplier of Unix. A new company, Amias established in 1989,
Amis brought with them the people from SysScan tteat worked on the project,
including one Mr Smilden. Amis was 100% owned bgraup of Norwegian ship
owners, more specifically Hgegh Invest. IBM proddanding, that is, IBM Europe
financed the product development in exchange femtigetting the marketing rights
for the product all over the world. Intellectuabperty rights were to stay in Amis,
but IBM got derivity rights, e.g. IBM can do whaerthey want with the code, but
so can the owner. IBM would get the right to modifie product under certain
circumstances.

Phase 2 1991-1993/94

Mr Vedeld then became member of an internationeérsig committee and had
many tough discussions with the French and the @esmoncerning the features of
the product. Televerket felt a bit sidelined andnptained to Mr Vedeld. The
situation became chaotic and it became criticalidoChristmas in 1991, the ship
owners (e.g. Amis) told IBM that they have to fumbre, they did not have the
capacity to fund more themselves. IBM Europe ansvileat they cannot agree to
this. The ship owners then brought Amis to the bapicy court. The ship owners
had been clever and put money into the project witkllectual property rights as
security, the French representative who was redperet IBM, had not been aware
of this. IBM then established a new firm, Corenattivas 100% owned by IBM
Europe, this was in 1992. Amis now became bankampt the ship owners moved
the intellectual property rights into an Americaompany called Cimage Corp.
which they had 100% ownership of. The deadline agsroaching fast, a pilot had
to be finished by the end of 1992. Corena did nakenit and IBM lost interest. In
mid-1992 Mr Vedeld left IBM to work in Televerketle worked in IT and the first
co-worker he picked is now the CEO of Incatel. Medéld stayed in touch with
IBM and the project, IBM asked if he had any santto the problem that was still
not solved. Mr Vedeld went to the ship owners ah&le Corp. they had now come
up with a new and simpler solution, the earlier tiered Mr Smilden (currently
executive VP in Incatel) was a key individual insthThe American company,
Cimage Corp., had by now established a branch yt&klalen near Oslo with 9
employees. Mr Vedeld now had to balance between &8l the ship owners, IBM
was not too pleased about the way the ship ownadsatquired the intellectual
property rights. The projectleaders at Televerlgkied Cimage Corp. to present a
demo of what they had come up with, in Skytterdaiéecame clear that something
revolutionary had happened to the architectureeviegket then went to IBM Norge
and asked them to find a way to get an offer frdytt®&rdalen. They demanded that
IBM Norge should be the integrator between Telesednd Cimage Corp. In the
Autumn 1993, IBM Norge went to Corena and CimagapCdo get an offer,
Cimage Corp. had the best offer. Corena, the coynfall had established was
dissolved in 1994. A contract was written betweBM INorge and Televerket and
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Cimage Corp. Cimage Corp. was closed down in Noraray a new company was
established, Incatel AS.

Phase 3 1993/94

Incatel AS was owned by Telenor Venture (40%), IBEUrope (40%),
Norpet/Vedeld (10%) and Cimage’'s employees (10%).imtellectual property
rights were moved to Incatel AS including what IBiWust mean they had. Incatel
AS got ¥2 a million NOK from the shareholders inrstapital and 1 ¥2 million NOK
as responsible loan, that is, there is no inteveghe loan, but it has an option to be
converted into share capital, in Incatel's caseltiaen was paid back in its total.
Incatel AS got a head start with this contract, IBgl integrator, Incatel AS as
supplier to IBM and Televerket as customer.

In 1997 Incatel got a contract with TeleDenmarlenttin 1999 they got a contract
with Czech Telekom, in 2001 they got a contrachvldelgia Telekom and finally a
very important contract with Swedish TeliaSoneras fiaalized in 2002.

Since there is only one customer for this prodndiorway they very early had to
look outside the home market for new contracts.ifTfiest foreign contract was
with TeleDenmark this was about three years aftending and the export share
was then 50%. Even though it is quite internatigdhalinternationalization has been
gradual in that they started at home first and winy went abroad they started
with the neighboring countries. The entry mode the® is direct sale, “you yourself
have to knock on the doors you want opened!” (M&d2002). 10 years after start-
up they are still only present in Western-Europe.

Experience/background of founder/key employees

Mr Vedeld was one of the founders of Incatel. Hes WZ&O of the firm until early
2001, then he became COO (Chief Operating Officand then Business
Development Manager. These changes came as a censegof him bringing in a
new Vice President of Sales at the end of 2000tlaex a new CEO, she took over
the leadership in February 2001. Mr Vedeld has @180 years in IBM from 1961
to 1992, then 1% year in Televerket before estabigs Incatel in 1993/94. When
taking his military service Mr Vedeld worked at thiened forces’ research institute
where he got his first contact with a computerezhilFredrik” at Kjeller on which
he made his first computer programme, this was9®9160. At the same time he
also attended the university where he studiedssizgiat a basic level. At the same
time as he was employed by IBM he was admitted towsgian School of
Economics and Business Administration (NHH) in BergHe studied there part-
time for 2 years. He worked mostly on operatioreaesh, that is, optimalization of
for instance production processes, e.g. calculseoptimal product mix based on
sales price and raw material costs. In the midk@Og/as account executive in IBM
where Televerket was one of the largest custontetes, on he became the head of
public sector which included all state instituticarsd Televerket was part of that. In
mid-1992 he started to work for Televerket, thetfdo-worker he employed there is
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now CEO of Incatel. He has several years of expeeien dealing with people from
the other Nordic countries because of IBM’'s “Nor#iducation System”. This was
a Nordic IBM-school, where new sellers were trajnield Vedeld taught at these
courses in the early 1970s. He lived in Sweden wherking for IBM from 1971-
1972 and then in the US from 1983-1986. In Swedewbrked as an instructor at
the Nordic IBM school and in the US he was markgtitanager. We can conclude
that the founder, Mr Vedeld has had extensive @bnidth international markets.
The languages he speaks, are English, German araR@nch.

Personal networks

In the Board of Incatel they had a Mr Rinnan whosi#l manager at Telenor
Venture, then there was one Mr Kumar who was resiptnfor the contact between
IBM and Televerket, and then Mr de Vibe was in Bmard, he was from IBM
Norge (he is currently the head of Kistefos Ventuvéhen Mr Vedeld was in IBM
Mr de Vibe reported to him. Mr Vedeld states thatgenal relations are very
important to him and much used when getting nevwocners. He has a list over his
contacts from his time in IBM. Many of the relatsoare considered personal friends
due to the long time they have been in contactthealoseness of the contact. One
example of him making use of his contacts in gabgoad is the extensive use of
Telenor International. Telenor International hasifistance let Mr Vedeld use their
subsidiaries abroad as a base. Mr Vedeld elabatzes Prague for instance, there
was this employee from Telenor who said “I know thanager at Televerket — we
were students together!” He then called the boskea elecompany in Prague and
made sure he knew who Incatel was. Until now theswices have been given
without any form of compensation, but Mr Vedeld tasathat soon Telenor
International will act as agents and get commissgiben their services lead to sales
for Incatel. Another example of Telenor's assistaitin Moscow. Employees of
Telenor stationed in Moscow pick up Mr Vedeld a #irport and provide him with
a translator and driver who take him to differeategmtial customers. According to
Mr Vedeld Incatel would not be able to afford this its own. Mr Vedeld has a lot
of contacts in Telenor. They were his customer wiemworked in IBM and later on
he was headhunted by Telenor from IBM. In additibe, has a very valuable
network from his time in IBM, the IT-director in TB®enmark for instance, was his
student when Mr Vedeld taught at the Nordic EdwecatCenter. We can conclude
that he got an extensive network in the IBM systeym working there and teaching
at the Nordic Center. In addition, when he worked IBM in the US, his job
involved making study trips for Nordic customersIiBM. This gave him a wide
network outside of IBM. Mr Smilden is another imtzort relation who came from
SysScan and took part in the start-up of Incaliél.Hakonsen, the chief technology
officer in Telenor, has been the “godfather” of mamojects in the Norwegian IT-
environment according to Mr Vedeld. He is describsdvery visionary, “if he did
not say INKA was a good idea — it would never haappened” (Vedeld, 2002). Mr
Vedeld got in contact with Mr Hakonsen when IBM kagaart in the negotiations.
That is, when Amis started up back in 1989. He a&stered Incatel's Board of
Directors after a while. Another relation that teeen important is Mr Hesjedal, IT
Director at Telenor, he was Mr Vedeld’s superiofTgenor. A Mr Torgersen has
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been of great help in Russia, he is the Executivee \President in Telenor
International. Mr Vedeld describes that for a pgrie made use of the entire top
management at Telenor. Mr Hermansen was importignwegotiating with the
Danes, and Mr Vedeld adds that the Danish are toeigh to negotiate with. When
the net-manager at TeleDanmark came to visit, Mdelet made sure that Mr
Hermansen came into the office where the TeleDekm@anager met someone
from Telenor, and when he was asked how the Inlgegr was going Mr
Hermansen answered; “oh very well!” That is howytleork; “good references is
everything!” (Vedeld, 2002). When Incatel got thewontract with the Swedish
Telekom a very important reference was Alcatel whad used their technology in
the Czech Republic, “it is always more efficientemrsomeone else say something
iIs great — than to say it yourself’” (Vedeld, 2002Jhen the Swedes took their
decisions they sent out a very nice press rel¢agethe future Mr Vedeld believes
the Swedes will be their best reference. The fourslevery satisfied with the
relations they have.

Industry globality

The industry Incatek part of is global according to the founder, thdre is a need
for some sort of adaptation when it comes to laggaavhich might be particularly
complicated in f.i. Asian countries. Since he ad¢ates the importance of “local
presence” it does not seem to have reached aimdgnational demand pattern as
yet and the globalization drivers can be seen asmetrong. However, the demand
is quite global in that there is similar need alépthe world if the wish is to have a
modern and efficient Telesystem and the foundeo akates that they do not
experience barriers of any kind. The competitiondascribed seems to be quite
transparent and dominated by a few large actorstwinidicates oligopoly structure
which again indicates higher degree of globality.cbnclusion the the degree of
industry globality may be described as potentiglgbal.

Product characteristics

Incatel's business concept is based on the fatthianetwork structure of different
Telecommunication operators is very similar. Thietpin Televerket belonged to
something you call geographical information syst¢@iS). Based on a data model
that represents the network structure, Incatel wemevelop, market and maintain
standard software that will optimize Telecom’s w$eesources (e.g. ducts, bores,
cables and transmission equipment) in the physiodllogical network. Incatel aims
for niches “we are the world’s largest suppliersténdard software in our niche”
(Vedeld, 2002). The niche is software for estallisielecoms. It is an industrial
product and very specialized. It is standardizetilzars a relatively long product life
cycle. The product is not very price sensitive, ety sensitive to quality, it is in
the core of a firm’s operations and contributesatitionalizing. One very important
feature that makes Incatel’s product unique contbaoéts competitors according to
the founder, is the fact that they can hook upoomnect the product they started with
to the new version they have come up with latelgc@kding to Mr Vedeld is not
one of the competitors able to do that. They aeeathly ones to offer a product on
both areas that can be integrated, GIS and lofgieal. Another thing that is unique
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for Incatel is that they base themselves 100% ahd@andard 805. Mr Vedeld also
claims they are the only ones to have object ctkmatabase, a more intelligent
solution than the competitors’ with lines on a drayy “lines do not know who they

are” (Vedeld, 2002).

5.2.6 IRTech AS

Year Important events

1980s Elkem AS developed a system to detect crackbe
surface of steel

1982/83 First system sold to Germany by direct expo

1983 System sold to the Czech Republic

1984 Systems sold to France, USA and Germany

1985 System sold to South Korea

1986 Systems sold to England and China

1987 Systems sold to South Korea and Japan

1988 Systems sold to England, Taiwan, Sweden, ejughnd
Germany

1989 System sold to USA

1991 Systems sold to USA and Australia

1993 Last system sold to ltaly. Elkem AS consdethe
market to be saturated and wanted out

1994 A licence agreement made with Daido Steel.tthpan

1995 IRTech AS was established by Mr Hovland wiaa h

been employed in Elkem Technology AS on this system
since 1981 — IRTech AS now took on the respongbili
to give support to the about 20 systems arouneviri

1999 IRTech AS did some upgrading of a systemrigl&nd.
They changed the old electronics with new
2000-02 One plant has been closed down in Australia, orgniaden,

one in South Korea and one in Taiwan.

Mr Hovland is currently using agents from the timélkem in
South Korea, Japan and the Czech Republic. Teeteof the
world he travels himself

The product ofiRTech ASthe Therm-O-Matic, is an automatic billet/barface
inspection system. It was the interviewee, Mr Hodlawho started ufRTech ASn
his own. That is, he took over when Elkem AS didvamt to carry on any longer. It
was Elkem that started to develop the system ire#nly 1980s. The system is made
to detect cracks in the surface of steel mateFialget an understanding of why the
firm was founded we need to get into the founddréskground. Mr Hovland
worked in CERN in Genova from 1973 to 1981, he thame back to Norway to
work in Elkem Technology AS on this system. It esdribed as very much a niche
product to the steel industry. Mr Hovland statest tinere is no market for this in
Norway so they have never sold anything at homes Véry first system was
operational in 1983. After Elkem had installed 3&tems to the largest actors
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around the world, they considered the market tgdiarated. In addition to deliver
new systems they had to further develop the eleictisignalling part of the system,
Elkem was not interested in carrying out this depalent. They decided it was not
core business anymore and wanted out. This wa®9®8 Bnd the division was
reduced from 16 to 3 employees. Elkem made seaétehpts at selling the whole
system, but with no luck. Then Mr Hovland decidedake on the responsibility of
giving support to the old customers, to which Elkems responsible for giving
support for a certain number of years, this wakd@5. Mr Hovland then established
IRTech AS to take care of this. With the incomanirthe support and sale of spare
parts, he has managed to further develop an impopiat of the system, the task
that Elkem was not interested in carrying out. Abae see when they installed the
different systems around the world, this informatis found on a list the CEO
provided. The first system was sold to Germanythedentry mode used was direct
export. When it comes to the country markets setkdt did not matter where in the
world the market was, the founder stated that jhstyhad to aim for markets where
there was a large steel industry. Mr Hovland woliké to build and sell new
systems, but the firm is currently too small arek&afinancial resources.

IRTech have sold plants to 13 countries all overworld the first market entered
were Germany. They have an export rate of 100%tlaey have not sold anything
to the "home market” because, according to Mr Hod|ahere is no market for the
product at home. The entry modes they use are @gadtdirect sales.

Experience/background of founder/key employees

Mr Hovland in IRTech is CEO of the firm and he tquédat in the establishment. He
has technical education from Sweden, EPA-engingeredectronics. He took over
the operations when Elkem wanted out. Mr Hovlandked as a project engineer in
Elkem from 1982 until start-up of IRTech in 199% Morked at CERN in Geneva
before that, as mentioned above. He speaks Engliench and German, which he
sees as a great advantage when entering these tsnaH@ did not start the
development of the product, Therm-o-Matic, but hasvin it from a very early
stage. He has lived three years as student in Swadé worked eight years in
Switzerland, in addition he worked in the armedtésrfrom 1967-1973 in the secret
services and spent a year in the US in that commmeand also quite some time by
the Russian border in the Northern part of Norway.

Personal networks

The type of contact IRTech has with their relatiasery much direct contact. The
founder describes it as “close” where telephonetaminis mostly used. IRTech
develops products together with suppliers, f.i thaye had a very good cooperative
relationship with Scanmatics. Mr Hovland goes sp da to say that the new
development would not have taken place had it menbfor a certain individual
working at Scanmatics. This man at Scanmatics hadiqusly worked on the
Therm-o-Matic system at Elkem. The people Mr Hodlavorks with, are people he
has known since he installed the plants 15-20 yagos “..we are almost personal
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friends now! The reason | have done so well arepgrsonal contact!” (Hovland,
2002). He also states that the personal contaciglify the negotiations. The most
important relations are the ones that he knows fEkem, it is vital for future
development of the product that they have frequentact.

Industry globality

The industry IRTech is part of appears to be vdéopal, “we sell the same product
all over the world — the demand pattern is glob@Hbvland, 2002). In addition, the
founder states that they experience low barrieftsaibe across borders, both of the
abovementioned factors indicate strong globaliratiavers in motion and thus a
high degree of industry globality. In addition, tbestomers are described as large
and very international, a further indication of erdependence among national
markets and thus high degree of globalization.

Product characteristics

IRTech’s product is a system that is made to deteatks in the surface of steel
material. Elkem sold about 20 systems that wertalies all over the world. It is

very much a niche product to the steel industry.sltvery specialized and

technologically quite advanced. IRTech has not thet capacity to produce and
install new products so they only do service andraging on the existing ones
today. The founder of IRTech believes he is they amle in the world today that

knows the testmethod this is based on. The prduast long product life cycle and
it is very complex, according to Mr Hovland, thgpdaese have tried to copy the
system twice and failed both times, in the end thag to buy a license. When it
comes to price it is difficult to compare with costipors “..for a plant that does the
same job, our price is about 30% above that ottmapetitors, but our plant has far
larger capacity so it is difficult to compare! Tbests of running the operations are
also far higher for the competitors,” (Hovland, 2DOMr Hovland claims that the

ones that have tried their system will never gokitacold methods, the demand is
thus not seen as sensitive to price. He also ledighey have a very unique product.

5.2.7 Kay Lindegaard Incinerators AS

Year Important events

1932 Kay Lindegaard AS (parentcompany of KLI) was
established

1960 KL AS started producing incinerators to losakte

1970s KL AS started producing incinerators fopshand they

thus became international since many Norwegian
shipowners built ships abroad — first foreign salese
to Poland — they followed a customer out

1979 Mr Hendriksen (interviewee and CEO of KLArs¢d to
work with this product

1990s KL AS found that it was too costly to proeluc Norway
and moved the production to Croatia

1999 KLI AS was established and Mr Hendriksen becthe
CEO
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2002 KLI AS has agents all over the world
KLI AS is considering starting production in South
Korea as it is seen as the most important futurekeha
along with the Russian market

Kay Lindegaard Incinerators AS (KLi$ a subsidiary of Kay Lindegaard AS. KLI
was established in 1999/2000 as a continuanceeobikn division in Kay L, they

started producing incinerators for local wasteha 60s. Kay Lindegaard AS was
established in 1932, but their focus was on theenorarket, only in 1970 when they
started with a niche product, incinerators on shiig, they become international.
Norwegian ship owners built many ships abroad, &xplains why KLI became

international when they started producing for shiflsl had their first foreign sales

to Poland some time in the 1970s. The interviewlrelendriksen, has worked with
this product since 1979 it was thus natural for banbe in charge when KLI was
separated from the parent company in 1999. All petidn has been moved to
Croatia. KLI have been in contact with this produioe 20 years, they produced on
licence for 10 years, but then in the early 199@d #und out that it was too

expensive to have production in Norway especiallyem they had a good and
professional firm that could take care of it in @tia. They are currently considering
establishing production in Korea which is the miosportant future market with

over 100 ships built a year. Russia is another vmportant market, it is believed
that about 500 ships are about to be built theté . vikants to take part in that. Their
Croatian representative is working towards the Rnssarket.

KLI exported first to Poland and since they selkhips they were very fast present
in most parts of the world. The export share isuala®%, but they have more and
more sales to the home market these days, “we edeltv almost every yard in
Norway!” (Hendriksen, 2002). The company is thusyyvinternational on the
market dimension, but not so much with regard tome, export share. The modes
they are using are following customers out and tsgenaddition, all production is
taking place in Croatia.

Experience/background of founder/key employees

Kay Lindegaard Incinerators (KLI) is not an indegent firm, its parent company is
Kay Lindegaard AS, but Mr Hendriksen who is thespreg CEO of KLI took part in

establishing this subsidiary. Mr Hendriksen haswaoership in the firm, but he felt

it was natural that he should run the operationerwth was separated from the
parent company in 1999. The reason for that istithdtas worked with this product
for more than 20 years, since 1979. Mr Hendriksas technical background, he is
an engineer. He has never lived abroad nor wonkédtérnational companies, but
he has travelled extensively all over the world amidked on many different boats.
He has worked as a service technician, that isydes on board and carries out
something called commissioning, he tests the pddtetr it has been installed on
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board the ships. He starts it, do adjustments and It over to the yard and the ship
owners. Mr Hendriksen speaks reasonable well BmgBgrman and French.

Personal networks

KLI had one very important relation about 30 yeag®, his name was Mr Risgen
and he was an agent in Bergen. This agent sold ptbducts to yards and he knew
a lot of people in the yard industry and among shipers, he was thus the one who
got KL in contact with the customers. The genemhtact is characterized by
discussions on prices and technical details, botay vary. Mr Hendriksen states
that some relations are closer than others. He doebelieve he has a network of
importance from previous work, but he has worke&lnsince 1979 and thus the
most important connections are made within this mamy. Before 1979 they were
contacted directly by the yards, there were no nEmdassistance to “find”
customers. Today the most important relations laeentetwork of agents they have
worldwide. In the Norwegian market there is an agerUIsteinvik that has turned
out to be very valuable for them, the sales inhibme market has risen markedly in
the last 2-3- years and he believes it is largaly @ this very active agent.

Industry globality

The industry Kay Lindegaard Incinerators is partsofuite global in that they sell
the same product all over the world, the demantepatan thus be seen as global.
They sell to ships all over the world and the shigpndustry is described as much
the same everywhere. There are international stdedé.| has to comply with that
are made by IMO (International Maritime Organisajjobut it is the same for
everyone. However, there exists some type of brariie some markets, f.i. Korea
demand local production. Since most of KLI's conitoes already have production
in Korea it is hard for KLI to enter the market. itay seem to be quite some
interdependence among national markets even ththegh are some countries that
have special demands, this indicate a rather hagined of industry globality.

Product characteristics

The niche Kay Lindegaard Incinerators is focusimgisovery small. According to
Mr Hendriksen there are only two other competitdte. states that there are only
one Danish firm and one Norwegian firm that sellimerators for ships. KLI's
product is an industrial product and quite spengaliand complex. The founder
believes KLI has a slightly lower price than theompetitors, he thinks the low
price is the reason for their strong foothold ie tiome market. The product does
not have to be renewed very often so the prodéetclycle is described as quite
long. The customers are very focused on pricesrdmpto Mr Hendriksen.

5.2.8 NOR-REG Machine AS

Year Important events

1967 NOR-REG AS was established (parent company)
1997 Parent company got agents in Denmark and &wed
1999 Parent company established sales subsidianes

Sweden, UK and Germany
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2000 NOR-REG Machine AS was established. Mr Inggbe
(interviewee) became CEO - they started produdtion
Germany - Germany is seen as a core area in the
packaging industry

2002 Merged back with parent company — Mr Ingeberg
became business developer
They aim to only use subsidiaries as foreign opmrat
mode due to bad experience with agents and digbrbdu
The most important future market is seen as theksna
market and the US market

NOR-REG Machine ABas separated from the parent company in 2000s batiay
(2002) merged with its parent company again andirtberviewee’s position has
changed from CEO of NOR-REG Machine AS to busirdsgeloper in the parent
company, NOR-REG AS. NOR-REG AS was establishet®®i7 by two brothers.
NOR-REG AS claims to be a leading supplier of efiln@ packaging solution in
Europe, with Scandinavia, UK and Germany as strolugh (NOR-REG AS
Homepage). NOR-REG Machine AS makes transport liaesl palletizing
equipment and machines that forms the wrappinggming before filling. The
parent company’s product is similar, but it is matmut the filling and sealing of
the packages. The decision to establish the salbgidlOR-REG Machine AS, was
based on a need to focus on certain tasks thapahent company itself did not
consider core activities. NOR-REG Machine AS wagpsised to only supply the
parent company, but they became a lot more indepgrtian intended, less than
half of their deliveries were to the parent compaklyhen it comes to their
internationalization, it started with NOR-REG Mauwhi AS getting an agent in
Denmark in 1997, when they entered the German réater in the same year it
was also through an agent. This entry was madeya@iog to Mr Ingeberg, because
of the parent company having agents there. Theestles subsidiary was established
in Sweden then in Germany and UK, all of them i®94.9These subsidiaries are
described as being established by NOR-REG MachiS8eakhough it was not
separated from the parent company until the year,ah 2000. In 2000, NOR-REG
Machine AS also established a production unit inn@ay. This establishement was
explained by the advantages of the Euro being retadele than NOK and also the
fact that they see Germany as a core area forabkaging industry “this is a very
German industry” (Ingeberg, 2002). Their most intpot geographical market
today is, according to the CEO, the Scandinaviarketand the British.

They started export relatively parallel with honades, “it is like this, the market is
international and the market in Norway is limite@hgeberg, 2002). They are
currently present in 7 countries, mainly Westernopean and Japan, but started out
relatively slow and gradual with regard to the nearéimension, “we started with
the closest — Scandinavia and UK” (Ingeberg, 200B& entry mode mostly used is
wholly owned subsidiaries, but they also have gptmof agents. The export share
two years after start-up is 75% and increasing. firhe has moved fast in terms of
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two dimensions, the export share is high after anlgw years of operation and they
make use of high-commitment modes at an early stadbe internationalization
process, but they move rather gradual on the matike¢nsion. Even though Mr
Ingeberg stated that they started with enteringctbsest markets first, they entered
several markets more or less simultaneously sbanrespect they moved quite fast
on this dimension as well.

Experience/background of founder/key employees

NOR-REG Machine AS is not independent, it was asglidry for about two years

(from 2000-2002), but is now merged back in wihparent company. The parent
company was established in 1967 by a man with teahbackground. The CEO of

the subsidiary whom was interviewed, Mr Ingebergsuwhe CEO from the start and
is today Business Developer in the parent comphllieyhas a Bachelor of Science
Degree in Marketing and Finance from Denver, Calor@d years). In addition, Mr

Ingeberg worked in Germany for one year and in Sndadr four years. He speaks
English, German and some Spanish and French.

Personal networks

NOR-REG Machine AS has many very large customedgla relations to them are
not very close, “Our large customers such as Kéneral Foods, Nestle and that
kind of customers, we don’t have very close retagido them! We are kept at a
distance which suits us fine - we are not very goodelations anyway” (Ingeberg,
2002). Opportunism is seen as large a problemweiare approached in a way we
consider informal, suddenly the “table catchesheythold against you anything
that has been said earlier. We have become mudér lzt this now — and the
contracts have become much longer he he..”, (Ingetl&®02). Mr Ingeberg states
that he has some sort of personal network, “butrprsingly small network really,
maybe I'm not very good at staying in touch” (Ingely 2002). He has a network
from his time as a student, but he does not feés lvery good at using it. He still
believes it has helped somewhat in the internaliatéon process, he knew some
people in the packaging business from previoudher& is no particularly important
relation. Mr Ingeberg has people from earlier jabsl from his student days he can
contact when something comes up, but cannot pitbpanyone of particular
importance.

Industry globality

For NOR-REG Machine it seems the industry is nat tflobal, “you may say, in
France | don't think we have ever experienced mobmeting with at least two or
three French companies and the French companiasotdgell anything outside
French borders! There is relatively high degread#ptation...but it does not matter
which country we sell to — we make customer adap@dtions...” (Ingeberg,
2002). Mr Ingeberg states that it is global marlkeé&y are operating in, but it seems
to differ a bit according to which product markétey target with their packaging
machines. When it comes to the industry’s degreglaifality, it seems there exist
some sort of oligopoly, “..there are 4 or 5 reddlyge industrial concern that work
on this all over the world, then there are 10-18arthem again and then its full
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stop. We are positioned relatively high up amorg 18-15” (Ingeberg, 2002) and
then the customers and suppliers are describedetsively international”, but it
seems certain markets (e.g. French, USA) demangirdocal aspects, so the
industry does not seem to be truly global as of yet

Product characteristics

The niche NOR-REG Machine AS is focusing on, is d‘@ftline packaging
solutions”, that is packaging for transport ancpldig purposes, including conveyor
systems and palletizing. Their most important miateay is the snacks market e.g.
potato chips, peanuts and so on. This is an indugtroduct and it is quite
specialized and complex. The product life cyclesi8 years so it is quite long,
“_.this is not computer equipment!”, (Ingeberg, 2R0They sometimes retrieve old
machines and rebuild them to markets with lowenddads. Mr Ingeberg assesses
NOR-REG Machine’s products to be in the medium ighhprice category
compared to competitors. NOR-REG Machine’s prodsicinique especially in the
snacks market and Mr Ingeberg believes them to haeehnological advantage in
this market compared to competitors. That the prbdepresents high quality is
illustrated by the last order they have receivatlg“just got a large order that we
actually share with a German company named Schubed if you ask anyone in
our industry what Schubert represents, it is litke@ Rolls Royce....we are going to
deliver 60% of the order and Schubert 40%.” (Inggh2002).

5.2.9 Norsk Display AS

Year Important events

1993/4 Mr Wahlestablishes Norsk Display AS — they got their
first sales this year to the Netherlands — theyl uBeect
export which is the only mode used

1995 Norsk Display AS got sales to Denmark andaRih

1996 Developed their homepage on the Internet-sajes to Germany

1997 Norsk Display AS got sales to the USA

1999 Norsk Display AS got sales to Belgium anduike

2002 Norsk Display AS currently has direct exgorabout eight
countries
They see the US and Germany as the most importamref
markets

The initial idea ofNorsk Display ASvas to make displays for the transport market,
that is, personal transport (e.g. railroad, basntrairplanes). To get a head start and
to build trust in the market, they started out mgksome simpler products that
could generate income already from the start. Thg i turned out, even these
simpler products demanded a lot of time and enargyeover the projects ranged
from 1 million to 20-30 million which the CEO, Mr &l sees as difficult to handle
without having back-up from a larger owner. Norgkpbay thus, planned initially to
do more advanced things, but it became too diffiand capital- and time
demanding it was therefore not given priority. &ast they decided to take the
simpler products a little bit further. Examplestbé more complex products they
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wanted to make, are the plates at Oslo Centraiatathowing the departure times,
but he emphasizes that it consists not only ofptages, but also of the data and the
system surrounding it. A relation in a firm closevthere Norsk Display is located
in Drammen, was established before start-up whenfagbnder was working as a
consultant. This relation later became the diracise of Norsk Display AS entering
the US market. The first foreign market they hakks#o was the Netherlands in
1994. This sale came before they had any salesra¢ hthe mode used was direct
export, which is the only foreign operation modeytluse. They have since had sales
to Denmark and Finland in 1995, Germany in 1996, Ws in 1997 and Belgium
and UK in 1999. The founder sees the US and Gerraarlye most important future
markets.

The export share has been up to 90-95%, but iemtlyraround 60%, it varies quite
a bit because they have few and large customeis.cbimpany can be said to have
relatively fast pace on their internationalizatimocess on both dimensions. There
was not any delay between start-up and exportexipert rate was very high from
very early on, and they went to two foreign markatsheir first year of operation,
but the market dimension is not that fast in theyt mainly stick to Western
countries. They use only direct export as an emvge.

Experience/background of founder/key employees

The founder of Norsk Display AS, Mr Wahl, has newarked nor studied abroad.

He was about to take a master in the United Sthtéghen he got his first child and
it was cancelled. As he has only worked on thertieeh side, he has not had direct
contact with foreign countries/customers. Mr Wahl kelieves that he, through his

previous work before starting on his own, has waffrany unnecessary respect for
foreign products, services and demands, “it iswmse out there than here!” (Wahl,
2002). He speaks English and a little bit of Gerraad French. Mr Wahl states that
the technical language is English so he does nudider it important to know other

languages in the industry they belong to.

Personal networks

Before start up, the founder had been in contaitt séveral potential customers and
he had already made systems that had been acc8giged on this they felt they
knew what to expect for the first years. Many paesaelations have “disappeared”
somehow since firms grow and people change jolstheufounder, Mr Wahl, has
one relation he considers particularly importartisTrelation is a man who lives in
Drammen, he has been very stable in the firm iking for and he has been very
active selling for Norsk Display. Mr Wahl considérgn the direct cause of them
entering the US market. The relation contactecbmpany’s headquarter in the US
and sold in Norsk Display’s product. Mr Wahl hagutar contact with this relation,
but only through work, not privately. The relatistarted a bit before start-up of the
firm, when Mr Wahl worked as a consultant. Theykaetouch both by telephone
and face-to-face. In general they use little diremhtact with customers abroad.
They use middlemen in Norway and believe that #timtegy has been quite
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successful in that they feel they have built up Imtimst and credibility in the
market, Mr Wahl believes Norsk Display has a goedutation. He believes the
good relations to larger well-known customers mbdgs need for direct contact
with the smaller customers, the large customerstkwie seen as invaluable as
references for Norsk Display. Mr Wahl himself déses the general contact with
customers and suppliers as “not too good”. He dog$eel they spend enough time
to cultivate contact with customers. He explairis thly them being too technically
oriented. They are too absorbed in technical thiagd not in nursing personal
contacts. They have some contact, but from a &lperspective it is sporadic and
not very close. Despite this, Norsk Display has agmad to make all their
Norwegian customers approach their headquarterssafidin Norsk Display’s
products even if several of the headquarters botBweden, Denmark and the US
have own products that do what Norsk Display’'s patsl do. These companies
have closed down their own production to buy frorargk Display. Mr Wahl
believes the sales they get are very much baseuust) trust in that they have
competence in what they do. When they startedhmyt hoped that they should be
able to build that kind of trust with their custameso that they could cooperate in
making as good products as possible. They haveaocomplished this, which
means they have to use their own knowledge andriexpe to make the products,
there exists no R&D cooperation. Mr Wahl feels tielas are very important for
current and future success and the relations theg twvork well, but he finds that it
is often difficult to find the right person in la¥gcompanies to relate to. Mr Wahl
does not feel their sales efforts have been sutdesbey sell mostly through
relations, he can not see that own sales and niagkefforts have influenced sales
much.

Industry globality

The founder of Norsk Display states that the ingushey are part of is very

international, but in addition he states that theme most often many local small
suppliers and that the industry is very fragmerded he does not consider the
competition to be very strong, an indication of théustry not being very global.

The product does not need to be adapted to ditfeveuntry markets, and they
manage to stay in touch with customers from théfice outside Oslo, this may

indicate relatively low barriers to trade. In camibn the industry may seem to be
potentially global.

Product characteristics

Mr Wahl states that they focus on niches, thatrdaslpcts to producers of electronic
scales (i.e. truck scales, train scales etc). duader feels they have ended up very
much in the weight industry, but they want to shibat they can be used for other
things as well, they wish to differentiate. Mr Wddallieves the combination of niche
and a few large customers is not so good, it makes too vulnerable for
fluctuations in the demand of the few large cust@emé is an industrial product
they sell and is described as a relatively simptdpct that is easy to understand
and use. Mr Wahl adds that there is no need feicgeand it can also easily be sent
by post. It is also a highly standardized produith\a relatively long product life
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cycle, but he believes it is important to continsigumprove it to make it better,
but, “..it is rare that one can afford to make aol@mew generation” (Wahl, 2002).
Mr Wahl does not see that the product is very sgasio changes in price, quality
or trends, he position themselves as a bit belosdlielivering quality products and
a bit above those producing very simple products teliver quality products at a
relatively low price” (Wahl, 2002). Norsk Displayes LCD technology, which is
seen as quite uniqgue compared to competitors. Tikeyit on large formats and the
lighting makes it look different from others, andr Wahl also states that their
product is seen as more reliable than others.

5.2.10 Opera Software AS

Year Important events

1991 One of the founders, Mr Tezchner started tokwor Telenor
Research

1994 The Opera browser started out as a Teleogrgbr

1995 Telenor did not wish to pursue this produnt Mr Tezchner and

Mr Ivarsgy founded Opera Software AS — they gotrpssion to
keep the research.

1996 The first Opera browser was released omtieenet
1998 Embraced emerging market of internet devices
2000 Opera Software AS teamed up with key playerthe internet

device market: Ericsson, Nokia, Sony, IBM and Psion
Opera Software AS acquires Hern Lab (Sweden)

2001 Opera Software AS became part of Symbiatrggegic alliance
of leading handset and mobile computing manufacsu
Ericsson, Motorola, Nokia, Panasonic and Psion)
They aim for the cellularphone- and the digit&l-harket

Opera Software ASvas established in 1995. The Opera browser staniedhs a
research project in Norway's telecom company, Taidén 1994, and in 1995 the
project branched out into an independent developnoempany. One of the
founders, Mr Tetzchner worked for Telenor Resefm@m 1991 to 1995. In 1995 he
and his colleague, Mr Ivarsgy, founded Opera Sao#waS. Telenor decided at
some point that an internet browser was not somgttiiey wanted to pursue and
therefore abandoned the project in 1994. Mr Tezchnd Mr Ivarsgy still believed
in the idea and got permission to keep the resedmdkenor even provided the new
company with offices and consultance at start-yger@ Software AS developed the
Opera web browser “a high—quality, multi-platformoguct for a wide range of
platforms, operating systems and embedded intggreducts” (Opera Software
Magazine: Highlights 2001:4), which was releaseld86. The firm operates in two
major markets, browsers for desktops/traditionals Rdd browsers for internet
devices (Solberg & Borsheim, 2002). This compang hardly had any sales in
Norway at all, the export share is 99-100%, thdy aé over the world and all
distribution is over the internet. Everything isifisom Norway.
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Experience/background of founder/key employees

The founder of Opera Software has technical backgidrom the University of
Oslo. The CFO, whom was interviewed, has busiadssation from Copenhagen,
he did not take part in the start-up in 1995. THEOCMr Jebsen, has previously
worked in the Royal Bank of Scotland and Nomuraermtional and Enskilda
Securitas, e.g he has a very international backgt@s he has lived abroad most of
his grown-up life. He speaks English and some Hrenc

Personal networks

The CFO of Opera Software, Mr Jebsen, states liegt have very close contacts
with customers. This is because they work on vargd deals and it is very research
based, e.g. they work towards markets they thinkemierge in the next few years
and they are dependent on new technology. An exaispthe deal with IBM, it
took them six months just to negotiate a contrawtl ghen another year of
developing a product. All the time they cooperatedy closely to end up with a
product. The same goes for Nokia, Ericsson anthallother large customers, they
work with them and take part in the developmenhefv products. Mr Jebsen has
got a personal network from previous studies aniklife, but he does not consider
it to be of importance on sales, but for financing.

Industry globality

The industry Opera Software is part of is charézterby a few, large actors. There
exists no barriers of trade in this industry anel demand pattern is global, “we can
in most cases sell the same product all over thddwaithout any need of
adaptation” (Jebsen, 2002). This indicates strdobaijzation drivers present and
we can conclude that this industry has a high adegfeglobality.

Product characteristics

The product follows for instance the trends inwahl phones so in that way the
product life cycles varies, but tend to be veryrshbis a consumer product even if
they sell to large industrial firms such as Nokral &ricsson, the end-product is
meant for consumers. The question of adaptatian g tricky, they adapt to the
large customers (e.g. Nokia, Ericsson), but thdly ssestandardized product to a
massmarket. Mr Jebsen, believes their price leselalbbout the same as the
competitors’. The product is described as uniguenms of it technically being very
strong, it is smaller and faster than other sinplarducts.

5.2.11 Optoflow AS

Year Important events

1993 Mr Gjelsnes established Optoflow AS

1994 Mr Gjelsnes was awarded a Reodor Price foinkiention

1995 The product is ready for sale — first salbldoway

1996/97 A prototype was sold to England — it wasO&M contract (seen

as least costly)
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1998 Established contact with most of the distobsi (e.g. Sweden,
Denmark, Germany, England)

2000 The firm was sold and changed name to BialDete
BioDetect got a distributor in Japan (has waitethwiat market
because far away wrt service)
Optoflow has sold to 12 countries: In addition ftwe tones
mentioned above, Belgium, the Netherlands, Fraagent), Italy
(agent), Jordan, USA (2 agents) and Singapore
The founder prefers agents — he is disappointec wlite
performance of the distributors

Mr Gjelsnes starte@ptoflow ASon his own in 1993. Eight years later it was bdugh
by investors and the name was changed to BioDét8ctThe firm lost a lot of
money last year which is very disappointing to Melénes. Mr Gjelsnes is pleased
with making money on the sale, but disappointedhenresult. He does not have
much contact with the firm today. The managementds from when he was
running the firm. Mr Gjelsnes started on his owmt, $0on needed money and to get
that he issued shares several times and thus msrekip declined. He owned 30%
of the firm when it was bought in 2001. The prodigtcalled a portable flow
cytometer which is made for detecting microorgasismf.i. water. He states first
that they started by selling abroad, but then dobees clear that the first sales were
actually to the home market. However, it is empresithat the Norwegian market
is not a sufficient base for the establishmentumhsa firm, so he was all the time
thinking export. He was awarded a Reodor Prize9@vlbecause of an invention he
made. At the time of start-up, Mr Gjelsnes camenfi@ job where he had travelled
for about two years selling a product that courtacdteria and cells and that is how
he came up with the idea of starting on his ownsédae the need for a new type of
product he believed there was something missinigaroffers that were given at the
time. In addition to him seeing the need for a meaduct, he explains the start-up
by his private life being changed. His children lggown up and he was now ready
to take the risk that was involved in a start-uptakes time to develop such a
product, the product was thus not ready for sald @895. The price of such a
system is about 2-400 000 NOK. A prototype was sol&ngland in 1996/97, this
was Optoflow’s first foreign sale. Mr Gjelsnes wagually aiming for the German
market, but the German firm he was negotiating wiéts cooperating with a Welch
firm and it was through this Welch firm he got st sale abroad, to England.
Today they get orders from several countries’ anifitresearch institutes, f.i. from
CDC (Center of Disease Control) in the US.

Even though it took some years from start-up (1983ales abroad (1996/7) we can
say the internationalization was relatively fastdaese the product was not ready for
sale until 1995, “the development of a new prodakes time!” (Gjelsnes, 2002).

Mr. Gjelsnes wished to enter the German market fiecause of their demanding
and critical nature especially to technical produtif it gets acceptance there it is
easier to get acceptance in other markets”, (Ggsls@002). The first entry mode
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used was original equipment manufacturing (OEM),héw you don't have
resources you just have to choose the method dsattlte least — it's the economy
that drives the decision!” (Gjelsnes, 2002). Theweh used distributors, but are
currently moving more and more towards manufacsunapresentative or agents.
He seems to have negative experience with distibuthat do not perform as
expected. The export rate is about 90% and it bas lat that level from the start.
The most important markets today are Germany, Japanthe US. He finds it
difficult to guess which market will be most impanmt in the next three years, both
Germany’s and US’ economy is struggling, but henseeery focused on the
German market, maybe because he knew of that niaoketearlier work. The entry
modes used are low-commitment modes such as agohidistributors.

Experience/background of founder/key employees

Mr Gjelsnes in Optoflow founded the firm on his 0iwn1993. He has 3 years of
education in electronics from Oslo Technical Schbel states that “it was almost
impossible to get in those days - the ones whogaidin was very dedicated!”
(Gjelsnes, 2002). He also has some courses fronth&l he has taken while
working. When it comes to Mr Gjelsnes’ internatibeaperience he has travelled
quite a bit, but he has only been employed in Ngrare companies. The positions
he has held are; head of development, head of datogr head of marketing,
product manager and CEO. He travelled mostly inoperand the US. When he
startet up Optoflow he was intending go abroad ftbenoutset. In 1994 he received
a prize for his invention in a competition staggd3IND. Mr Gjelsnes is referred to
as an inventor, but “that is not what | am!” (Gjads, 2002). He states that he only
had to invent something to cover a market, getchejihe therefore started from
scratch. He describes the risks as quite high andall to work as a teacher for a
year to afford paying for the patents, but as htest “..luckily teachers have a lot of
holidays so | could work on my invention and trasbtoad on the side” (Gjelsnes,
2002). He masters very well English and Germanuaratrstands French.

Personal networks

Mr Gjelsnes believes he has some sort of netwarkhé states further that the most
important he has got from life is the workmethodglotrial and error, finding
which methods work. There is one Swiss man, Mr d&id eon that was very
important in the very early days, he contacted Melsaes and offered his
consulting services and distribution in Switzerlaviten Mr Gjelsens was employed
in another firm, Skatron AS (Gjelsnes, 2002). Mrie@er-Leon gathered ten to
twelve firms in Switzerland for a presentation qit@flow’s product before start-up.
Mr Grieder-Leon was the distributor of a firm MreBnes worked for previously,
they often met travelling in Germany and San Fsawsiand they then often went
out for a dinner and a drink. The contact has eatained, “I don’t know whether he
is dead or alive today” (Gjelsnes, 2002). Mr Gjeksloes not think he could have
started the firm if he did not have experience fitbw industry. He knew the small
firms and distributors that he got together attstprfrom his previous work-life and
they were therefore positive to attend his presemtaof the new concept. Mr
Gjelsnes believes the network has contributedrpléfiying the internationalization
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process of Optoflow AS. Other personal relationshsas colleagues at The
Norwegian Radium Hospital and at Sintef have besy important to him in that

he can call and ask them on matters not so fantiidyim, such as biology. The
relation to customers is not very close, maybe sedhe product in not something
you buy several times, and there is no cooperatigh the customers, f.i. in

developing the product. Optoflow AS cooperates v@8thtef and The Norwegian

School of Veterinary Science on research and dpuwedot. The customers get a
finished product.

Industry globality

The demand for Optoflow ASiroducts is described as global. There is no need f
product adaptation regardless where in the woilkisbld. The competitive pressure
IS not very strong since it is a completely newdoi@ “conservatism is our greatest
competitor!” (Gjelsnes, 2002). The founder belietewal market and purchasing
power and how well they manage to spread the worgdhiat matters. Within their
industry there are two large competitors, one i@ WS and one in Japan. Mr
Gjelsnes was very well informed of these firms'idties before start-up, he knew
their strategies. He was very careful not to stepheir toes “I adjust the product to
make it cover an area they are not covering” (@gds 2002). Their customers are
for instance several of the largest breweries & W$ and Germany, “Carlsberg
withdrew in the last minute and bought cheaperpgant from someone else — it
does not have the same use at all! It is as iédded a car, but bought a bike
because | cannot afford a car” (Gjelsnes, 2002 d&mand is seen as global as
stated, and the founder claims there is a huge faethe product in the Third
World such as in Africa, to get clean water, bt gnoblem is who is going to pay
for it. They sold the product to Jordan to cleas dbrdan River. It was Terje Rged-
Larsen and UD that managed to get financing, bgtdat such a project in Africa
they need a lobbyist to get money for instance fiO, but he considers this to
be difficult to accomplish. As described above theustry structure can be
described as an oligopoly, the demand pattern alsablwhich indicates strong
globalization drivers and also there seem to tdkeepan extensive intra-industry
trade, all factors indicating a high degree of gld#.

Product characteristics

Optoflow's product, a compact, portable flow cytometer, iscdbsed as an
industrial product, very specialised and compléxddes not have to be renewed
very often, it has a very long life cycle like mdsbtechnology products, “it is not
like PCs where the new versions are almost toobgldhe time they reach the
market!” (Gjelsnes, 2002). Things move very slouviybiotechnology it is a very
conservative industry, new medicines f.i. may taketo 10 years to develop. The
demand for Optoflow’s product is not very sensitigeprice, but very sensitive to
quality, “there can be no slack on the quality'|€lSnes, 2002). The product is also
described as very unique, it is the only portalpistrument in its category. The
alternative to using their product according to GJelsnes, is to do it manually or
have large, not portable, expensive and complicaietiems that can do similar
things.
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5.2.12 Superject AS

Year Important events

1990 Superject AS was founded

1992 Superject AS had its first sales to Swedendiogct
export — it is considered the firm's most important
market

1993 Superject AS was nearly bankrupt and Mr Siokk

(interviewee) took over

Established contact with the largest distributorthie
Nordic countries,

Elof Hanson — also got sales to Finland

1994/95 Superject AS entered Denmark by the usistfbutor

2000 Superject AS entered Germany by the usestilalitor

2001 Superject AS entered France by the use witditor
They used direct export mode to USA, Italy, Pdlan

2001 Mr Stokkan is awaiting a take-over bid
The most important future markets are seen asgndpaper and
Sweden

The interviewee, Mr Stokkan, was partly involvediie founding of Superject AS.
That is, the firm was established in 1990 and Mikan came in 1993 at that time
the firm was close to bankruptcy. He claims to be bne who has made the
company to what it is today. The business ideaset on a patent, seals to rotating
shafts. Their first foreign sales were to Swedemlibgct export in 1992, this market
is still considered to be the most important coumtrarket. The mode has since
changed to distributor in Sweden in 1993 and tHey antered Finland the same
year. In 1994/95 they entered Denmark, then Germa@@00 and finally France in
2001. Pulp and paper is their most important procharket. Mr Stokkan considers
their main competitors to be the distributor’s etheoducts and “old methods”. This
firm is very special in that the four employeesrgayut all the tasks themselves,
nothing is outsourced. One is involved in produstalopment, managing and sales
(Mr Stokkan), one is in production, one is takindays, and one keeps the accounts.
A way of overcoming the disadvantage of being srf@llSuperject, is the close
contact with the largest trading house in the Nombuntries, Elof Hanson, this
contact was established in 1993. Hanson has alioselkers dedicated to selling
Superject seals. Mr Stokkan was at the time ofritezview (2002) awaiting a bid to
take over the firm.

The firm has had a high pace of internationalizatiom most dimensions. Three
years after start-up the export share was 70%.ytades 80% and they started
exporting the same year as the firm was establishéxen it comes to the marked
dimensions they started by direct export to Swedttgh this market is still seen as
the most important foreign market, i.e. they arealicthat global on this dimension.
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However, within few years they have establishedtaxnwith distributors in 5
European countries, so they move relatively faghadimension as well.

Experience/background of founder/key employees

Mr Stokkan in Superjedhas partly contributed in starting up the firm tihgtthe
firm was founded in 1990 and he came in as CE®#81lat that time the firm was
nearly bankrupt according to Mr Stokkan. Mr Stokkawns 34% of the shares. He
is a mechanical engineer, but has also taken somses in business subjects and
marketing. The initial founder had business edocatiMr Stokkan has worked
abroad previously on projects in Norwegian companide worked as a CEO
mostly in industries of building and constructiamd shipping. He travelled in
Western countries such as Sweden, Denmark, FinlBothnd and the US. Mr
Stokkan has never lived nor studied abroad, butHaabk extensive contact with
foreign markets as mentioned above. He plannea tabgoad from the start when
starting in Superject. The language he speaks aipartNorwegian is English.

Personal Network

Mr Stokkan states they have both close and lessedelations in Superject, but
relations with distributors are close and long-tekhe further states that he has a
personal network and this network is seen as vemgortant for the firm’'s
development. There is one relation in particulaowhs been of great importance, it
is both a personal and a business relation. Terisom works in the Swedish trading
house, Elof Hanson. Mr Stokkan has known him sit@@3 and is in contact with
him on a weekly basis, both face-to-face and byad-and phone. The Swedish
trading house acts as distributor and supplier ugfegect. Mr Stokkan states that
they seek quite consciously to build relations, ‘e end result we are after is of
course increased sales” (Stokkan, 2002). Mr Stokiaes so far as to say that
finding the right partners are the key to succedsisiness, and he believes that this
is where the previous owners failed. When it cotogzractical use of the relation to
the Swedish trading house, they are allowed totheetrading house’s facilities
abroad, f.i. if they wanted to get established mother foreign country such as
Brazil. Superject has been very conscious abouinginat large, well known
customers “we compensate for the small size bys#iseciation to something larger”
(Stokkan, 2002). Due to this, he does not seeth®t size is an issue today, the
references they get from their large partners fficgent. Most of their customers
become long-term relations.

Industry globality

The industry Superject is part of is described ey ¥nternational according to the
interviewee, “..to a high degree — very internatiocustomers and suppliersonly
international!” (Stokkan, 2002). “We can sell theer®e product all over the world —
it is one of the most global products you can fir(@tokkan, 2002). There are few
barriers and the ones they compete against ang,ddije companies. These factors
indicate strong globalization drivers and thus w&a from this conclude there seem
to be a high degree of globality in this industry.
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Product characteristics

Pulp and paper is Superject's most important prochacket, their main competitors
are the distributor’s other products and “old metiolt is an industrial product and
it is highly standardized. The product is not veoynplex and the product life cycle
is very long, “it has lasted for 150 years so fgiStokkan, 2002). The demand for
the product is not very sensitive to changes ioeprbut very sensitive to quality.
They charge a relatively high price compared to petitors, but their quality is also
much higher according to Mr Stokkan. The produciamed to be very unique and
Mr Stokkan states that Superject is the sole seppfithis product, seals to rotating
shafts, in the Nordic countries.

5.3 Summary

As one can see from the above case-study profiieshistory of a firm sometimes
begins long before the firm has been establisheyl (&olorMatic, Fras, IRTech,
Incatel, KLI, NOR-REG and Opera). In many caseg fne-history of a firm
provides very useful knowledge, because the dexmsdop of the founder can be a
very important key to understanding the establisitraed the further development
of the firm. This is also true for cases where tine is not independent (e.g.
ColorMatic, KLI and NOR-REG). The history of the rpat company has
importance for an understanding of the establishmoithe firms studied here.

A more compact version of the key data for thigaesh is provided in table 2. The
reader will note that low commitment modes previad. direct export, agents and
distributors). The exception are firms that haveepticompanies i.e. ColorMatic
and NOR-REG Machine both prefer to use wholly owseldsidiaries abroad, and
KLI is currently considering the establishment kit second production unit
abroad. This mode too, may be considered to inglieahigh commitment (and
resource demanding) mode.
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No of Sales Founded Internat.datefit Type of No. of
empl. (export) (after3yrs) NOK-OM mrkt areas
ColorMatic 3 5.26 1997(00) 95%98) -2.41 Distrib. 4-5

Dolphin 10 47.44 1991(92) 9090%) -19.52 Agents  3-4

Fras 4 8.65 1996(98) 80wf2 -0.01 Follow worldwide
cust. out

ICAS 61 33.79  1989(93) 50%%d0 2.26 Agents  2-3

Incatel 65 76.23  1993/4(97) 8(B@a%) 10.16 Direct exp. 2-3

IRTech 2.5 6.01 1995(95) 100%0%) 0.80 Agents 4-5

Kay L 2 4.67 1999(99) 5080%) 0.02 Agent worldwide
production

NOR-REG 20 107.18 2000(01) 75% (75%) 3.69 Subsidiaries 2

NDisplay 3 2.28  1993/4(940% (65%) -0.41 Direct exp. 2-3

Opera 110 51.10  1995(95) q99%%0) -14.85 Direct worldwide

export
Optoflow 10 1.23  1993(97) 9®(85%) -4.26 Agents 4-5
Superject 4 4.96 1990(9180% (70%) 0.57 Distributors 2

e All the numbers from the interviewees were vedfigvith transcripts from the
“Brgnngysund register” except for NOR-REG Machin& Avhere only the financial
statements of the parent company was found. Allbarnin mill NOK from 2002.

Table 2 Summary — key figures and internationaliiat dimensions

An attempt will be made to classify each case th&odifferent categories identified
in the framework (e.g. fig. 6), e.g. True Born GIbBTBG), Born Global on Export
dimension (BGE), Born Global on Market dimensionG{8) and Gradual
International (Gl). The cases will be analyzed, ppsitions developed and the
findings compared with both conflicting and similéerature. Their similarities and
differences on the four factors within and betwgeoups will also be looked into
and this comparison might enable us to see howliffexent factors influence each
firm’s pace of internationalization.
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Chapter 6 Case Analysis and development of
propositions

6.1 Introduction

The analysis in this section is based on the twelkses and seeks to generate
propositions that can be tested with large scaie skets (Eisenhardt, 1989). Analysis
and proposition development will be segmented irfimur topics: (1)
experience/background of founders, (2) personalvanls, (3) industry globality
and (4) product characteristics. In the intervieths,focus was on understanding the
drivers for the international character of the SNtgreater detail.

To make sense of data, theory is needed. The parpbscase studies even
descriptive ones, is never merely to collect anels@nt facts; “What makes fact
practical and valuable is the glue of explanatiod enderstanding, the framework
of theory, the tie-rod of conjecture. Only when fhets can be fleshed to a skeletal
theory do they become meaningful in the solutionpodblems”, (Ferber et al,
1964:153). The cases are now compared and a discusanade of how and why
they differ according to where they are placedtia framework. Finally, some
propositions of how the four factors studied hawe lzelieved to influence a firm’s
pace of internationalization is presented. The gsdjpns made are based on the
findings in the twelve cases studied.

6.2 Pace of internationalization

6.2.1 Introduction

It turned out the majority of the case firms used-tommitment foreign operation
modes when venturing abroad. This research finding line with the resource
basedargument Pedersen and Petersen (1998) have argued thatdmgmitment
modes (e.g. subsidiaries) require set-up costs hwimay represent a capital
investment beyond the financial ability of a smalewly established company.
Madsen, Rasmussen & Servais (2000) also found libat global firms make
extensive use of low-commitment modes. Since thgy @modes of the firms studied
here are found not to vary much in terms of ressgicommitted to the market, the
focus will be on the market selection dimension a&xgort rate in the further
discussion of the firms’ pace of internationalieati

6.2.2 How the case firms moved on the two dimensi®n

The firms studied were chosen with the expectatian differences would be found
in the pace to internationalize. Finding differen@eould enable placing these firms
in different global categories. According to seVetadies (Knight, 1997; Knight &
Cavusgil, 1996; Harveston, 2000, Madsen, Rasmu&sgervais, 2000; Junkkari,
2000), BGs are defined as SMEs with an exportghtaore than 25% within three
years of their founding. The author finds this digion to be too broad for the 12
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firms in this study. We can imagine, for instanaelNorwegian SME that exports
30% of its products to Sweden and Denmark withredtyears of its founding. The
author would not categorize such a firm as onewat born global. In other words,
one needs to incorporate the type of market (anel hmany) an SME must be
present in before deciding to label it a BG firm. dddition, most of the very
international SMEs usually have a far higher petags of foreign sales than 25%
(e.g. Luostarinen & Gabrielsson, 2001). In thidgtua born global firm is defined
as an SME that exports a minimum of 50% of its potsl within 3 years of its
founding. However, to be defined as a “true bowbgl” (TBG), the SME has to be
present in more than one continent simultaneoubBty.exemplify, a Norwegian
SME that exports 80% of its products to Europeamtes would not be termed a
TBG. The TBG is found in the upper right cornerfigure 7, and the firms that
gradually become international ones are found énlthwer left corner. The upper
left corner categorizes BG firms when considerimg market dimension. The lower
right corner categorizes BG firms when considethrgexport dimension. Note that
all case firms in this study would be termed botabgls according to earlier
definitions used (see above), the strength of ghigly is thus the nuanced picture
that is given of the different types of globalsttkaist. The definition used here is
more precise when it comes to categorizing a fisra &uly born global firm.

The world was divided into seven parts with inciegsychic distance from the
home market (in this case Norway); Scandinavia, té&/asEurope, Eastern Europe,
North America and Australia, Latin America, Asiadathe remaining parts of the
world (Africa and Arab countries). This division is accordance with Junkkari
(2000:160), who classifies areas from hot (businesssactions are close-by, in
terms of distance) to cold (far away).

Just four out of twelve cases started their intgonal activity in a Scandinavian
country (e.g. ICAS, Incatel, NOR-REG Machine ang@&iect). The other eight
cases started their internationalization mostlgdntral European countries, but one
(e.g. Dolphin) started also by going to the US ane (e.g. Opera) by going globally
from the start. Currently the cases are presefioin five markets (e.g. ICAS) to
worldwide (e.g. Fras, KLI and Opera), but most gresent in fewer than ten
countries. It seems they are aiming more for tgbtrmarket or niche markets than
as many markets as possible. They are mostly gresé&uropean countries or the
US, but in addition to the three cases presentdmade (e.g. Fras, KLI and Opera)
two cases are also present in more exotic plagesRTech in South Korea, Japan,
China and Taiwan and Optoflow in Jordan, JapanSangapore.

Based on the description of the firms’ degree tdrimationalization in chapter 5, it
is found that two firms qualify to be classified gradual internationals (e.g. ICAS
and Incatel). Two firms qualify to be classified bern global on the market
dimension (e.g. KLI and Fras). Four firms qualifylde classified as born global on
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the export dimension (e.g. Dolphin, NOR-REG Machimorsk Display and
Superject) and finally four firms were found to tiyato be classified as true born
globals (e.g. ColorMatic, IRTech, Opera and Optgjlo

Several

ColorMatic
Fras IRTech
KLI Opera

No. of Optoflow
continents

ICAS Dolphin
Incatel NOR-REG

Norsk Display
Superject

One

50% 100%

Export within 3 years

Figure 7: Different categories of “globals”

The figure above gives a quite static picture @& tinms’ internationalization. To
give a more dynamic illustration of the internatbmation process, the firms’
development is drawn up in a graph with the twosarepresenting the two
dimensions of internationalization, export rate andhber of market areas entered.
Each graph represents each group of “globals” hed trajectory when undergoing
internationalization. Note that the x-axis is chesh@nd shows the increase in export
rate at different points in time (not just afteyeBars as shown above)
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Figure 11: Internationalization trajectory of True Born Globals
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The trajectories of the case firms undergoing md#gonalization are shown above.
The first year of each firm identifies the year thien started exporting. The second
year indicates how international the case firmsoaréhe two dimensions three years
after their founding, except for the two firms theaive the most gradual pace of
internationalization, e.g. ICAS and Incatel. Thése firms only started to export
after four and three years, respectively. Howeegart from its relatively slow
entrance into international markets, Incatel mogedte fast on the export rate
dimension and might thus be characterized more &G& than a GI. As a
consequence, the first year shown in figure 8 shbew international ICAS and
Incatel are after four and three years respectivélye last year shows how
international the firms are in 2002. Since eaclhvsk sold by Incatel amounts to
the same percentage of its total turnover, it &y/¢a calculate the increase in export
share on the basis of each new contract. Whendhgat the TeleDenmark contract,
in 1997, the export share was thus 50%. In 199@atél contracted with Czech
Telekom, and the export share rose to 65%. In 20@datel contracted with
Belgium Telekom, and the export share rose to 76P&. final contract, in 2002,
with Swedish TeliaSonera, resulted in an expontesbfi80%.

Regarding the market selection dimension, Ande&eBuvik (2002) propose a
relationship approach. Their assumption is thattyipe of customers that a firm
aims to have, will influence its approach to inagional market selection (IMS).
The firm will either rely upon traditional seleatiggrocedures or one that is based
upon relationships. The traditional approach assutmat the firm selects a country
that consists of “faceless” customers and thatlkh® is episodic in nature. The
relationship approach, however, assumes that nemairkets (e.g. industrial and
institutional markets) have relatively few and kmustomers. This assumption will
lead firms that are interested in securing salestimate the potential demand more
directly by contacting the customers.

The relationship approach was supported in theeptestudy. Several of the
founders (e.g. in Fras, Opera, IRTech, Incatel @ptbflow) stated that they aimed
at securing particular customers. They were noteored about the markets in
particular countries. These firms pursued relatigpss with suitable customers,
wherever they were found to be and they did notmagh attention to international
borders. Firms selling to consumer markets arecdntrast, more likely to focus
upon market potential at a country level (Ander&eBuvik, 2002).

Another assumption made by Andersen & Buvik (2062hat the choice of foreign
market/exchange partner may influence and be inflee by the entry mode. Fras,
for example, has a very fast pace of internatiaatibn on the market dimension.
Within four years of their first international sgepFras defined itselves as being a
firm with worldwide scope. This may be explainedtbg fact that the one and only
foreign operation mode that Fras uses is “folloyw thistomers” or piggybacking,
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e.g. Fras goes wherever their customers go. Atioree they went to China in order
to follow Statoil. At another time, they went toalRce in order to follow Norske

Skog. Superject is a firm that is as global as Basn the export share dimension,
but not as global as Fras is on the market dimanSaperject’s choice of market
might be explained by the fact that their main cosr and partner is located in
Sweden, and is a large trading house. As a consequé&weden becomes an
important market for Superject, and the Swedishketamay also be sufficient for

Superject’s products.

The type of product a firm sells may influence tlwhoice of foreign
market/exchange partner. Superject mass produstesidardized product and seems
not to have any ambitions for entering new marketthe near future. Superject
reports that Sweden is its most important curreidt fature market. Incatel, on the
other hand is constantly forced to find new coumtrgrkets in order to sell their
product, since there are only a few (and in sonsesanly one) suitable customers
(e.g. established tele-communication companieskaoh country market. This
understanding is in line with the strategy labelfadique products development”,
which Knight & Cavusgil (2004) found to be a freqgtlg used one by BGs in the
US. This strategy relies upon the creation of ditive products and customer
loyalty by uniquely meeting a particular customeed.

With regard to the influence of the founders’ poes experience and network, all
but one case (e.g. the gradual international d&3%S) have extensive experience
from the industry from earlier and most have gsitene international experience as
well. This make them less sceptical to venture athras one founder put it “it is not
worse out there than here” (Wahl, 2002). If thathis case or if it is ethnocentricity
(Albaum, Strandskov & Duerr, 2002) kicking in, i§ less importance. The main
point is that the founders experience less psydistance (Johanson & Vahine,
1977) and are thus not as risk averse when it camefoosing which and how
many new markets to enter. When it comes to thaders’ networks it is varying,
and there are different types of networks thateanphasized as being of importance
for the firms’ internationalization. While some faders focus on more traditional
types of relationships (e.g. to customers and $enmlto increase the firms’
competitiveness, others cooperate closely with niiglecompetitors and research
institutions while at the same time keeping thetamumers and suppliers at more
arms’ length. This is in line with Uzzi's (1997nflings who found that the same
individuals simultaneously acted “selfishly” andoperatively with different actors
in their network.

6.3 Patternmatching

6.3.1 Within- and between group comparison

The cases have been written up using phases arhsiions to structure them, the
next step is to look for within group similaritiesd inter-group differences. There
will be sought for similarities and differencesthin each group of cases (e.g. Gl,

110



BGE, BGM, TBG) and alsdetweeneach groups of cases. The cases will be
compared on each of the dimensions; personal expEribackground,
network/personal relationships and level of glatalon/ product characteristics to
try and establish how these factors influence itlmesf pace of internationalization.

6.3.2 True Born Global

Founders/key employees’ background/experience dimsion

The firms belonging to this category are ColorMaliRTech, Opera and Optoflow.
All the founders of the TBGs have technical backgady two of them were

electrical engineers. In Opera and ColorMatic tiGnd the Marketing Manager
were interviewed respectively, when experience entioned hereafter it is the
interviewees that are referred to not the foundardess explicitly stated. The
founders of IRTech and Optoflow speak English, Eherand German, the
interviewee of ColorMatic speaks English, Germad &wedish and the CFO of
Opera speaks English and French. All of them héthereworked abroad for years
or travelled extensively, e.g. the founder of IRMewrked 8 years in Switzerland
and 1 year in the US and studied 3 years in Swetthtenmarketing manager of
ColorMatic studied in the US and worked in Swedée, CFO of Opera has lived
most of his grown life abroad in the UK or Swedad ¢he last one, the founder of
Optoflow have neither lived nor studied abroad, bate travelled extensively
throughout Europe and the US in his previous jobs.

Relations dimension

ColorMatic and Optoflow both describe their salesane-shot” and there is thus no
ground for building relations with the customerdieTinterviewees in both these
firms have some relations that come forward as napb for the firms’
development, but both are hesitant to emphasi2driiGjelsnes in Optoflow states
that “work methodology” is the most important heshgot from life, not
relationships. Experience from previous work-lifed&inding which methods that
work, is seen as most important for the succes8eofirm. This is said despite the
fact that a very important Swiss connection aidied &t start-up. He admits that this
person was very important at the time, but he dwdshave any contact with him
presently, “I don't know if he’s still alive” (Gjehes, 2002). In addition he has
important personal relations at The Foundation fedustrial and Technical
Research (Sintef), The Norwegian Radium Hospital @he Norwegian School of
Veterinary Science that are aiding him on subjestye he has insufficient
knowledge and they cooperate on R & D. Mr ShaafeColorMatic also has a
network that informs him of potential customers digdributors in foreign markets,
but will not put forward anyone as being more intaot than the others,

“they have aided us in identifying who are potehsappliers and
distributors. For instance they give us 5 namesthe can start
analyzing them a bit. It is always good to havetacts, it enables us
to cross-check things, confirm or disconfirm infation, but there are
no relation of particular importance{Schaefer, 2002).

Mr Hovland in IRTech describes his contact withibass relations as close and he
even states that many of them have become hisdpalrfriends”,
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“the reason | have done so well is the personaltactt’ (Hovland,
2002).

He believes the personal contact simplifies netjotia. They also cooperate on
developing new products with the suppliers. Witgarel to his personal network
from previous work, the relations from Mr Hovlandise in Elkem come forward

as very important, he states that they are vitafuture development of the product
and they have frequent contact

“_.for instance in a recent development we coopsttaiery well with
Scanmatics. That new development would not have pessible
without the man that now works for Scanmatics, praviously
worked for Elkem. When he worked for Elkem he vebfigk time on
the Therm-o-matic systenfHovland, 2002).

The CFO of Opera states that they have very cloatact with their customers. Mr
Jebsen explains that with the fact that they waerkaoge contracts and that it is very
research based. An example is the deal with IBMpdak them 6 months just to
negotiate a contract and then another year forldeiwg the product.

“We are dependent upon new technologies within lepbone-
technologies. It is a R&D cooperation and it isitg) a large
contract. For instance with IBM the deal took mdfan six
months to negotiate and then the development tbk@st a year.
In all this period we work very closely together d¢ceate a
product. This procedure goes for Nokia, Ericssor ail the
others — we work for them and take part in theivelepment of a
new product”

Globalization dimension

We can see from figure 11 and table 2 that theethmest global firms, in
descending order; Opera, IRTech and Optoflow drim@tpendent and they are all
part of an industry that can be described as vieryadjas Mr Gjelsnes in Optoflow
expressed it:

“The demand is global, there is no need for adaptatvherever
in the world the product is sold and we experienocebarriers
across borders”

Mr Jebsen in Opera expressed it in even more egtterms:

“The industry structure is concentrated around & flarge actors
and there exist no trade barriers whatsoever is ihdustry. The
customers and suppliers are extremely internatitinal

The fourth TBG’s company, ColorMatic’s can not besdibed as global as Mr
Schaefer expressed it:

“In Europe we operate much within EU-markets. Emglas more
a local market — they serve their own marked anthenUS it is
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much the same. There has to be done certain adjussnto the
product in each different market for instance ie thS they have
their own standard we have CE marking and they Ralve The

biggest challenge today is that they use differgyges of

packaging in different markets, Japan has one tifueppe one
and in the US yet another type — that is the biggkallenge on
the packaging side of business today”

The reason why ColorMatic has become a true barbagldespite this fact, may at
least partly be explained by them having a parempany backing it, it is not an
independent firm, it is a subsidiary.

Product characteristics dimension

The products the true born global firms sell adedbser (ColorMatic), system for
detecting cracks in steel (IRTech), software (Oparad cytometer, a system for
detecting microoganisms in for instance water (@pt¢). ColorMatic, IRTech and
Optoflow all sell industrial goods. Opera definksit product as a consumer good;
even though they may sell to large industrial comggmsuch as Nokia and Ericsson,
the end-product is meant for consumers.

“You can say we have a completely electronic prodwbich is
quite distinct from other products. That is, we makftware, and
nothing is being burned on a CD or wrapped. Thesenb
distribution network, all distribution is throughe internet! There
are two customer groups; one is individuals who wload our
software from the internet and we have had aboutniilion

downloadings and installations in the last 18 mantifihen we
have the large customers, typically, Nokia, Ericgd8M etc and
even there, the product is an attachment to an &“mélebsen,
2002)

They all state that their product is unique or vemque. Three of the founders also
add that their product is very specialized and dempVith Opera it is a bit more
complex, they aim for two types of markets, browder desktops/traditional PCs
and browsers for internet devices. That is, thdlyteecustomers like you and me
through the internet and that product is standadjibut the product they sell to the
large industrial firms is adapted to each custonber, the end-product is still
standardized to a mass market. The product lifeed®LC) is long or very long for
three of the TBGs, only Opera has a very short R@era’s product is sensitive to
price, the products of the tree other firms in tagegory are not sensitive to price.

Summary within-group comparison

To sum up, all of the interviewees of the firmsdmging to the true born global
category have extensive international experienom fabroad. Three of them have
lived and worked abroad for several years. Thedast the founder of Optoflow has
not lived abroad, but has travelled a lot in hisvawus positions mainly to the US
and Western Europe. It might thus not be as sungrithat these are founders of the
most global firms. When it comes to the produceytiell, they are all described as
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unique and highly specialized which corresponds wlite statement three of the
interviewees (e.g. in IRTech, Opera and Optofloaine with when asked about
competition,

“the strongest competitor for our product is old timeds” (Hovland, 2002;
Jebsen, 2002 and Gjelsnes, 2002).

The only one not uttering this was the intervievaéeColorMatic. What is more
striking is that all four of these most global canjes are offspring of other, large
companies; Opera of Telenor, ColorMatic of Troniedg. is still a subsidiary),
Optoflow of Norsk Data and IRTech of Elkem. Wheraimes to the globalization
dimension, three of the cases’ industries are ddfis having very high degree of
globality only ColorMatic’s industry is defined &sw. It could thus be puzzling that
a firm is born global in a multilocal industry, hewer ColorMatic is not only the
offspring of Tronrud, but also the subsidiary aad thus probably enjoy even more
support in terms of finances and other resouram® fihe parent company and this
then might enable ColorMatic to expand fast toifprenarkets. With regard to how
relational the different founders are, the findingse diverse. ColorMatic and
Optoflow’s founders are not considered relatiobalth interviewees describe their
relations to customers as “one-shot” in other wdhastype of product might have
an influence on the type of relationship a firmade to build with its counterparts.
This is how Mr Schaefer in ColorMatic expresses it:

“Unfortunately it's like this — only purchase andls. It is “one-

shot” and then we’re out again, people buy a maehand that’s
it. And we have relatively few sales of accessosdrd other
things to our machines. Some service, but vefg.lfe do have
nice relations to our customers. But it is not likentinous
business where people buy more and more from us.”

Another thing is that during the discussion it guout both Mr Schaefer and Mr
Gjelsnes have some relations that have been of gngpartance especially in the
very early phase of the firms’ development, butythee both hesitant to put any
emphasis on them, it just becomes clear as théyheelstory of the firm. These
relationships were perhaps critical in explainihgit rapid internationalization.

6.3.3 Born Global on Export dimension (BGE)

Founders/key employees’ background/experience dimsion

All the founders in this category have technicatdggound as well. The founder of
Superject has also got some business and markiesickground. Three of them
speak three languages or more. The internation@dreence varies quite a bit. The
founders of Dolphin and Superject have only worf@d\orwegian companies, but
have travelled extensively in Europe and the US$, fttunder of Dolphin has in

addition lived and worked six months in Sweden. fidunder of Norsk Display has

very limited international experience. He explatria the following way,
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“I have never worked abroad, nor studied abroachave only
worked in companies with Norwegian owners. | halwags
worked on the technical side of a company so | mtebeen in
direct contact with foreign markets or the expadesof firms.
But, the unnecessary respect for foreign produsgsyices and
demands is worn off — it is not worse out therathare!” (Wabhl,
2002)

The CEO of NOR-REG Machine on the other hand hadiext four years in the US
(e.g. marketing and finance), in addition he haske in Sweden for 4 years and in
Germany for 1 year. The CEO has been in NOR-REGhMacsince it departed
from the parent company NOR-REG AS. The founderhwibhe technical
background which is referred to at the top is theial founder of the parent
company, NOR-REG AS in 1967. The firms have too yneonnections on a daily
basis, it is thus difficult to see NOR-REG Machawea separate unit it was therefore
referred to the original founder.

Relations dimension

Neither of the four cases (e.g. Dolphin, NOR-RE@®@ys¥K Display and Superject)
belonging to this category are very relational. IMichsen in Dolphin for instance,
describes the general business climate as “largelgchnical nature” (Lachsen,
2002). On the personal level on the other handetisea network of importance for
Dolphin. Mr Lachsen emphasized the relations heaasiired through a European
Research Cooperation. Parties from different coesitin Europe cooperate on
projects, usually of a technical nature, and afgtyfunding in Brussel. NOR-REG
Machine also describes their relations to custorasrénot very close”, and adds
that this suits them fine. Mr Ingeberg in NOR-RE@ad¥iine has a network from
previously from the packaging industry that has edidthem in the
internationalization process, but he cannot pinpaityone of particular importance.
Mr Wahl in Norsk Display also describes the relasido customers as “not too
good”, but he states quite clearly that he wishesnt to be closer and express
feelings of failure because they have not managédditd better relations.

“When we started out, we hoped that we should managduild

the kind of trust with our customers so that wel¢@ooperate on
making as good products as possible. We have noagea that,
which means we have to use our own knowledge gmefierce

to make the products and in addition be attentivddtails. There
exists no R&D cooperation. We find relations venportant for

our current future and success. We feel that thegioms we have
work well, but it is often difficult to relate the right people in
the large companies, difficult to find the rightrgen to bond with.
The aim, as | see it, is first of all to achievdesa We always
wanted to create relations that give us tasks, a@ewelopment.
That has turned out to be difficult in practicéWahl, 2002)

Despite what he says it seems that the relatioghtnie somewhat better than he
thinks referring to the fact that they managed @b the Norwegian subsidiaries to
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“sell in” their product to the parent companies aalat. This can be seen as an
indication of Norsk Display having a good reputatim the market. Both Mr
Ingeberg and Mr Wahl explain the arm’s-length ielsd to customers with the
technical nature of their product. They believeyttieemselves are too technically
focused and not very good sellers. Mr Wahl has \@rg important relation, this
relation is considered to be the direct cause ofskdisplay entering the US
market. The subsidiary located in Norway “sold Mdrsk Display’s product to the
US headquarter. The last firm in this category, é3jgot, has both close and less
close relations to customers, but they have in igeénery close relations to their
distributors. One relation in particular is verypomtant for Superject, it is the
relation to a Swedish trading house.

Globalization dimension

The firms fitting this characteristic, are partasf industry that can be described as
having medium high (e.g. Nor-Reg Machine and Ndsplay) or very high (e.g.
Dolphin and Superject) degree of globality. Mr Lgeh in Dolphin describe their
industry in the following way,

“I would say the whole business we're in, electosniare very
international. No adaptation is needed in the défeé markets,
the marketing might have to be local, but the pobdsiglobal.”

One of the firms has a parent company, NOR-REG hactand that may also have
contributed to the relatively fast internationaliaa for that particular firm.

Product characteristics dimension

The products these firms sell are; hardware (Dalphpackaging machines (NOR-
REG Machine), electronic signs (Norsk Display) asehls to rotating shafts
(Superject). All the products in this category deéined as industrial products. They
are also described as unique or very unique. Thdugts of Dolphin and NOR-
REG Machine are seen as both specialized and camyblide the products of Norsk
Display and Superject are seen as simpler producish are highly standardized.
The product life cycle of these firms are rangingnf medium long (Dolphin) to
very long (Superject), but none of them descrileRhC to be short. Whether the
product life cycle is considered short or long ntighviously be a relative matter
depending on the industry they are in. In this wtitds relied upon the subjective
judgement of the founder in question, as Mr IngglieMNOR-REG Machine put it,

“The lifetime (of the product) is relatively longné we don’t mind
to take back machines in return and rebuild therd ase them in
other markets that don’'t have as high standardsy@o can say
that with regard to technological cast offs/disdaig well...it is
not computer equipment — our product can last toveight years
maybe, quite long durability on the product in otiverds.”

The founders of Dolphin and Superject state thair throduct is not sensitive to
price while the founder of NOR-REG Machine findttkizeir product is sensitive to
price. When it comes to Norsk Display it is a bitlear, they claim to deliver
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“high quality product at a relatively low price(Wahl, 2002).
This may indicate some sensitivity to changes ioepr

Summary within-group comparison

Before summing up the different case companiesrdoupto each dimension, it has
to be mentioned that overall it varies quite a Bitere is no very distinct pattern to
be seen as to the case companies in the first goaugborn globals. When it comes
to international experience, it varies from nongy.(&orsk Display) to one having
lived and worked a total of eight years abroad. SQR-REG Machine). The other
two have worked and travelled abroad in their prasijobs and one (e.g. Dolphin)
has lived in Sweden for some time, but neither haxéensive international
experience. Two of these founders (e.g. in NOR-REg&hine and Superject) also
state that “old methods” represent their strongestpetition. With regard to the
characteristics of their products the founders G&IRNREG Machine and Dolphin
describe their products as both unique and speedliwhile Norsk Display describe
theirs as simple but also with unique features @umgerject’s products are described
as highly standardized but also very unique. Twahef founders describe their
industry as very global (e.g. in Superject and bisl while for Norsk Display and
NOR-REG Machine the industries have more mediumedegf globality. The fact
that the industries’ globality is not very strorits frather well with the fact that the
two firms are classified as medium globals and tne¢ born globals. Dolphin is
very close to being a true born global since it 8% export within 3 years of
founding, but since it sells to mainly western nediskit cannot be classified as a true
born global. Superject could be expected to be rgtmeal since industry globality
is described as very strong, but other factors miggh more influential than the
industry’s degree of globality for instance theklaxf international experience and
network might play a part and the fact that thedpob is very standardized might
make it easier to find sufficient markets neartntifior some of the companies with
very specialized products for which there existgyvéimited markets even
worldwide. This will be discussed in more detatkla The most striking finding in
this group is that neither of these founders emphdsa network of importance. The
founder of Norsk Display expresses a wish to devellmser relations with the
firm’s customers, but cannot be considered to lasttong network at present. Both
Dolphin and NOR-REG Machine’s founders state thatdontact is very much on
technicalities and that the contract is very impott both factors characterising a
more arm'’s length relationship. For the founderSaperject on the other hand it
varies. He has a very close relationship to a ldigiibutor which is quite essential
for the firm’s success, but rather arm’s-lengthetyh relationships to other actors in
the market.

6.3.4 Born Global on Market dimension (BGM)

Founders/key employees’ background/experience dimsion

Both founders of Fras and KLI are engineers, thmder of Fras has some business
education as well. They both speak English and @eramd the founder of KLI also
speaks some French. They have both “always” workégrnationally, but have
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never lived abroad. The founder of KLI has traveéixtensively all over the world
in relation to installing and having service onghlarincinerator systems. The
international contact of Fras’ founder are moreotigh his establishment of
subsidiaries in Norway on behalf of large intermaéil companies, he states that he
sees no barriers with regard to a country’s bouasdathey go where the market is
whether it is at home or abroad.

Relations dimension

One of the companies here, Fras, is very relatiwoth in terms of building a

personal network and a network towards customdrs.fdunder very consciously
went out to find Norwegian partners with roots aatpaiming at the shipping and
offshore industry. The founder of Fras, Mr Fjerditagl also has a very important
personal network which he refers to as “my friend®ie industry they are part of,
the hydraulics industry, is described as very snialhere everybody knows

everybody” (Fjerdingstad, 2002). The other firmtlis category, KLI, is not very

close to its customers, but it may vary as the GE®lendriksen put it,

“The contact varies according to who it is. We hbetter contact
with some than others. We have known some of #teroars for
years and years and feel that we know them. Thiacois (still)

mainly on prices and technical details.”

“There was one important relation, an agent 30 yeago, but he
is dead now. He was located in Bergen and was tie that
established contacts and made sales for us. Hecbathcts and
sold other products to the ship yards already aedhelped us
also to get contracts from foreign ship yards”.

There is currently a new agent that they got ayfears ago that has turned out quite
valuable for the home sales and Mr Hendriksen belieis due to him they have
about 80% market share in Norway.

“He started out as an agent and worked for comroissbut now he
prefers the role as customer. He loves to setkdbnically competent
and we work very well together.”

The CEO of KLI, Mr Hendriksen states that for fiven, the network of agents are
important. He personally has no network of impareafor the development of the
firm.

Globalization dimension

Even though KLI's industry is described as only medglobal, the firm is on the
border to be characterized as TBG (see graph fl@)rehis may be due to the
support it gets from its parent company when needdet other firm in this
category, Fras, is part of an industry with verghhdegree of globality and it is thus
not so surprising that it is as global.
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“What is important for us is to go after marketdike for instance the
offshore market is one market we target — it isrmational and
knows no countryborders really. There are four neairkreas we aim
for; the offshore industry (oil and gas), ships ftrocess industry and
energyproduction that is where we want to be!”

Product characteristics dimension

The products they sell are high pressure fluid $arsgFras) and incinerators for
ships (KLI). Both firms in this category define thproducts as industrial products.
The founders in both firms also state that the pcbds specialized, Fras’ product
itself is quite simple but the surroundings are plx. The founder, Mr
Fjerdingstad described it in the following way,

“The business idea was to work with preventive mesiance on large
hydraulic and oil-lubricated systems, but the patisnof use for all
liquids and gas under pressure. It is a small niche the
productspectrum where the product can be usedflliltesampler is
patented in 19 countries, not just the product,thetprinciple for the
technology — it is | who have invented it. The pigids very simple,
but we have to build up technology around it thakes it...because it
is a completely new technology — noone understamdthb sell or buy
such a product — why you should need it. So we kavrild up a
whole platform for the product you might say.”

KLI's founder states that the product is somewlahglex “it consists of several
components at least” (Hendriksen, 2002). The prolifieccycle for both products is
long. When it comes to price, Fras’ product is sesitive while KLI's product is
very sensitive to price.

Summary within-group comparison

To sum up, both founders in this group has “alwaysked internationally”, but
neither have lived abroad. Their international exgmee is more with foreign firms
in Norway and/or travelling worldwide in their pieus work. The establishment
and success of Fras is very much due to the folsndetwork. He very carefully
built relations and even was employed in a comgamydeemed suitable for that
purpose (e.g. Veritas) before starting up on his.oMLI on the other hand, as a
subsidiary of a larger and older company reliey vauch on the network of the
parent company. Both products in this group areriesd as specialized and Fras’
also as unique and not price sensitive. While Klaie not seen as unique and is
also price sensitive and thus not being a “typitaln global product. Finally, with
regard to the industries’ degree of globality, Fisaslescribed as very global and if
we look at the trajectory of Fras, we can see ithes now become a true born
global which can be expected of a company in a gal industry. KLI is part of
an industry that is described as medium global. iKldlso very close to being a true
born global, but the reason why it is very globatre in an environment of only
moderate globality might be because it has a paemipany with everything that
goes with it (e.g. network of agents, financiabigses and so on).
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6.3.5 Gradual International (Gl)

Founders/key employees’ background/experience dimsion
The founder of ICAS is engineer with some marketiagkground, the founder of
Incatel has got most of his “education” throughy2ars in IBM.

“I am primarily a result of having been 30 yearsIBM. What | did

most was operation research. That is, to drive roplization

phenomenon in the firm f.i. a production processould find the mix
one should make of two products if there were rdiffieselling price

and different price of raw material — then the oml mix could be
calculated. | was 30 years in IBM , 3 of them ia thS and 2 of the
years in Sweden — then you get an extensive netyearican use. |
have several years of experience in dealing withNlordic (market)
because (in IBM) we had the Nordic Education Systwhere we
trained new sellers.”

Mr Vedeld (Incatel) lived in the US for three yeansd in Sweden for two years
while working at IBM. Mr Olving (ICAS) has nevewbkd abroad, but he has worked
in international organizations such as ABB and Musternational, both located in
Switzerland and he has always been responsiblénéoexport part of the business.
They both speak several foreign languages.

Relations dimension

The founder of Incatel is very relational bothte personal level and firm level. Mr
Olving the founder and CEO of ICAS states on the band that they have many
personal, international business contacts and heiaders building relations as a
continuous process. On the private level howeweristmore hesitant. He manages
to get in contact with the ones he needs to, busiders theexperiencefrom
previous work life as being of more importance thtiam relations he has made, he
has learned whom to contact through that experience

“You can say it is more that you have previous eepee (from a
country) and know where to start, you don’t wasterytime and go to
the right organizations. We don’t have a particljyaimportant
relation, we have people for instance our chairnadrihe board has
lived abroad for years and we have many contacturope that we
have known for years through previous workQlving, 2002)

Incatel is a firm that is very much built up aroutitferent network connections and
the personal network of the founder very much dde® with the firm’'s network
connections. When Incatel was founded, Telenor Menbwned 40%, IBM Europe
40%, the founder 10% and the employees 10%. Thedt Mr Vedeld, very much
depends on his contacts from his time in IBM antéiier for getting access to new
potential customers, which are large, establiseEtompanies. He also refers to his
network connections in the industry as his “friehnds
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Globalization dimension

The industries that Incatel and ICAS are part @i e described as having a
medium and low degree of globality respectivelys thhay account for the fact that

both these firms have experienced a relatively gpaee of internationalization. As

Mr Olving in ICAS described it,

“Yes there are barriers. They were supposed to loaipe the
legislation in Europe for instance, but it has beten done yet. It is a
typical trade barrier — England has their standafBlermany has their
standard and Scandinavia accept most standards, ilwddition
Denmark has one they demand.”

Product characteristics dimension

The products these firms sell are fire alarms (€4.S) and software for established
telecoms (e.g. Incatel). ICAS’ product is thus astoner good and Incatel’s is an
industrial product. The product of Incatel is veyique and very specialized while
ICAS’ product is mass produced and not very speeid) the product itself is not
considered unique but the production process ¢atdh is targeting a narrow niche
and believe themselves that they are successtylaatMr Vedeld put it,

“We target niches. The following statement has campeand it is
accepted: "We are the world largest supplier ofretard software in
our niche!” And what is our niche? It is softwarer festablished
telecommunication companies. There is no other lgrmpthat can
provide the software we provide to be responsible such large
telecommunication companies.”

Both products have long product life cycles. InEatproduct is not sensitive to
price, ICAS tries to get away from the traditiopalce competition that is typical in
this market with very cheap products coming in frbimChina. The strategy is to
differentiate themselves by the use of new techgyoknd design. In Mr Olving’'s
(2002) own words,

“That is what it all comes down to, price and qaliBut, that is what
we try to get away from (that price is of such #igance), by using
other means than just price as the Chinese useg&xty. We then
choose technology and design as competitive fattors

Summary within-group comparison

ICAS’ founder never lived abroad, but he has workehternational organizations.
Incatel's founder has lived and worked in the U8 &weden for several years. It
might thus be a bit surprising that this case ig maperiencing faster
internationalization, but there might be other dastthat are more important such as
type of product. One of the founders in this grasigeen as very relational (e.qg.
Vedeld) and thus emphasize the importance of aorktfer the development of the
firm while the other (e.g. Olving) is more hesitdatemphasize the roles of his
relations. The founder of Incatel even charactes@®e of his business associates as
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“friends”. ICAS’ founder on the other hand will nemphasize his personal network
as being of any particular importance, he states;

“it is the experience from a life of hard work thatimportant” (Olving, 2002).

The industries the case firms of this group beltmagre both described as having
relatively low degree of globality. This fits weNith the relatively slow pace of

internationalization both these firms have experdeh Neither product is seen as
price sensitive, but apart from that they diffeitgua lot. While Incatel’s product is

seen as a unique and very specialized industra@dyat, is ICAS’ described as a
rather standardized consumer product. Incatel'sadeu also sees “old methods” as
the strongest competition (e.g. same as ColorMEBtigs, IRTech, Nor-Reg, Opera,
Optoflow and Superject) and their product also suspactivities described as
“mission critical” with the customer (e.g. samef@sFras and IRTech).

6.3.6 Concluding remarks

One surprising finding is that even though the fiens state that they have a
network of importance and find it rewarding to owdte these relations, they might
not have a very relational attitude towards ottetora in the market, f.i. customers.
The founders of Fras, Incatel and IRTech all raéetheir business relations as
“personal friends”, these companies are also thes dghat sell products that are
supporting needs of the customers that are reféorad “mission critical”, is there a
connection? The customers with processes of the, typission critical, are
obviously very dependent on reliable suppliers.

When it comes to the background of the founderptbet striking, but maybe not so
surprising is the fact that most of the foundersehg&echnical background. In
addition, it seems that one of the founders ofgfadual global firms (e.g Incatel)
have quite extensive international experience agtivark and it is thus slightly
puzzling why it has not moved faster on the inteomalization process. We might
find answer to that in type of product they selll gtobalization of industry.

Almost all of the cases’ products have a long awyMeng product life cycle no

matter which category they belong to, this is qoipposite of what was expected.
Not so surprising is the fact that all but two caggoduce and sell industrial
products, only Opera (e.g. software) and ICAS (éirg. alarms) sell consumer
goods.

Eighth of the twelve cases’ products are very uaignd not price sensitive, the
products are seen as so special and performingish better than the alternative (if
there exists one), that the customers are beligvbd willing to pay a little extra for

it. Opera’s product on the other hand is unique,disio price sensitive. Opera is
competing against large actors in the market {digrosoft), that is not as common
among the born globals in this study, most exptieasthey aim for smaller niches
in order not to step on the big actors’ toes. lomy KLI that does not claim its
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product is unique, both NOR-REG Machine and Nor@play also say it is unique,

but it is a bit unclear if the product is price siéime. Two of the true born globals,

ColorMatic and Optoflow, have had a product develept phase of 2-3 years, but
still they had a very fast pace on their internadization process, they are very
innovative and that might be what gives them themetitive edge.

The case firms and how they can be described, enb#sis of five different
dimensions have been discussed. A summary is madlewb(see table 3).
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ColorMatic Dolphin

Experience  Some Some
Relational Not Varying
Globality Low Very High
Product S,UlongPLC  S,U,medPLC
Pace of Int.  Very fast Fast

KLI NORREG
Experience  Some Very
Relational Varying Not
Globality Medium Medium
Product S,long PLC S,U,longPLC
Pace of Int.  Fast Medium

Table 3 Key findings

Experienced

S,U,longPLC

NorskDisplay

U,longPLC

ICAS Incatel IRTech
Some Very Very
Varying Very Very
Low Medium Veryigh
Long PLC S,U,longPLC  S,U,longPLC
Slow Medium Verstf
Opera Optoflow Superject
Very Experienced Expeeén
Very Varying Varying
Very high High Vehygh
S,U,sho@P S,U,longPLC U, longPLC
Very fast Very fast  Medium



In order to compactly view the similarities andfeliences between case firms, the
data material, consisting of detailed answers freath interviewee, has been
reduced, and each variable has been given relaives on a continuum, which are
summarized above. Thexperiencecontinuum has values that vary frosome
experience at the low end, éaperiencedin the middle, tovery experienced, at the
high end. The network variable has been termedatioelal”. The term indicates
whether the founder or another key employee hastwank of importance or not,
and reflects his/her relational approach. Thisalde is a continuum fronmot
relational, at the low end, througkarying when the firm occasionally uses a
relational approach, suggesting placement in tradimiof this continuum, teery
relational, at the high end. An industry’s globalatacteristics are found to vary
between low, medium, high and very high, basecherfaunder’s perceptions of the
industry in which he/she does business. When ctaizing the product, S means
that the product is specialized, U means that thduyzt is unique, and the product
life cycle is either described as being long, mediar short. The dependent
variable, the pace of internationalization, var@s a continuum between slow,
medium, fast and very fast. The relative valuesaagigned based upon the number
of countries entered and the export rate meashtred {ears after founding.

6.4 Development of propositions

6.4.1 Introduction

The findings from the within- and between-case aiitthin- and between-group
analysis are compared with theory on the field.d8agn the preliminary findings
some propositions will be presented that mightriteresting to test in a follow-up
study. The purpose of the study was to describgrbeess of internationalization of
SMEs and to explore why some become gradual irtierrsd and some are born
global.

6.4.2 Experience/background

The behavioural approach emphasises the needdequential process of learning
when foreign business activities are undertakeis Study’s findings show that all
of the founders have some international experiemdither from working with
foreign companies at home or from travelling ansitwig partners abroad and/or
living abroad for some time, either studying or kng. For all parties, a gradual
and sequential process of learning has taken pkaresome parties, much of the
learning has taken place before starting the daseunder study. This finding is
supported by Bloodgood, Sapienza and Almeida (199@)o stated: “since
international experience of a firm is confined witindividuals, new firms formed
by these individuals may be able to capitalize beirt experience and expand
internationally” (p.6). Johanson & Vahlne (1977/9)o base their classification of
market knowledge on Penrose’s (1959) definitionkndwledge and experience,
claim that an increase in market commitment foll@ssexperience increases and it
is suggested here that this claim is valid at alividual level. The current study, in
part, focuses upon the knowledge and experiendeeyfindividuals in the firm.
Following Johanson & Vahlne (1977/1990), this stuslypports the idea that



traditional theories are not as outdated as somienc{Melin, 1992). Bloodgood,

Sapienza and Almeida (1996) argue that a new firat has specific advantages,
including special knowledge and experience of keglividual employees, will

probably have an accelerated pace of internatmatédn and a better chance of
being successful in its efforts to internationalill Gjelsnes, the CEO of Optoflow
stated that “work methodology” is the most impottskill he has attained from life,

not relationships. That is, he knows who to contat¢he potential organization and
how to approach them and the knowledge is gainemligfn years in the industry,
before starting up the firm in question. In liglittbis discourse in the literature, and
the findings in this case study it seems reason@bkxpect that a firm's pace of
internationalization will be affected by key empd@g with international experience.

Proposition 1

The pace by which a firm enters new markets andnitrease in the firm’s export
share are a result of the accumulation of interoal experience of the founder or
other key employees.

6.4.3 Personal Network

One surprising finding is that even though the fiens state that they have a
network of importance and find it rewarding to oudte the relationships in their

network, they might not have a very relationaltatke towards other actors in the
market, e.g. customers. Mr Lgchsen in Dolphin,eeample, describes the general
business climate as being “largely of a technicdlre”. At the personal level, on

the other hand, he has a network of importance relationships within a network

created to foster European research and coopeiatemphasized. The founder of
Optoflow, Mr Gjelsnes, describes the firm’'s sales@e-shot” and he believes that
there is no reason to build relationships with comrs, but he too nurtures
important relations to different research instdos.

As can be seen from the case firms in this studgnehough there are only three
subsidiaries out of the twelve cases, eight of dhses have large, well-known
companies backing them and of the last four cdse=e have strong relationships to
at least one important actor. As the founder ofegept put it, “(it is very important
for a newly started firm) to get associated witmsthing bigger” (Stokkan, 2002).
ColorMatic is the subsidiary of Tronrud Engineeribd.| is the subsidiary of Kay
Lindegaard, and NOR-REG Machine is the subsidifrfNOR-REG. The large
company behind Dolphin was Norsk Data; Veritas su@ol Fras; Incatel was
supported by IBM and Telenor; Elkem supported IRifetelenor was behind
Opera; ICAS closely cooperates with insurance congsa Optoflow has very close
relations to different research institutions; angh&ject has a very strong and long-
lasting relationship with a large distributor, Eldénson in Sweden. The remaining
firm, Norsk Display, does not have a large firmlbag it, but the founder expresses
a wish to have closer relationships with customé&he founder of Norsk Display
does have an important relationship to someonedteefore starting his firm, who
has since helped him to locate customers. This@tpphe findings of Crick and
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Jones (2000), who found that several firms wereigdly managers with experience
from international markets, and most importanthgttthese managers had already
developed networks and made contacts which coulduie upon after setting up
their own firms. From this we can pose our secawggsition:

Proposition 2a)

The pace by which a firm enters new markets andnitrease in the firm’s export
share, are a result of the founder’s or key empayaetwork.

Based on the results it seems clear that it mighadvantageous to dig deeper into
the term “relations” or “network” to create betterderstanding of how it might aid

a firm in its internationalization process. Altlgtuonly three firms are defined as
subsidiaries, most of the case firms turned odttaiee a firm backing it in one way

or another and three of the most global firms (Bgphin, IRTech and Opera) can

be seen as regular spin-offs to large, establifined such as Norsk Data, Elkem

and Telenor respectively. This gives us the neap@sition:

Proposition 2b)

The pace by which a firm enters new markets andnitrease in the firm’s export
share, are expected to be fast for SMEs starting asu spin-offs from larger,
international firms.

The experience that Mr Gjelsnes attained from meviwork and the discovery of
the particular methods that work in the businessldvare, in his opinionmost
importantfor the success of the firm. This is his view jpits of the fact that a very
important Swiss connection aided him at start-up.Gyelsnes admits that this man
was very important at the time, but he has no @bntath him at present. In
addition, he has important relationships with vasioesearch organizations, such as
Sintef, The Norwegian Radium Hospital, and The Nagian School of Veterinary
Science, which aid him on matters where he corsibdanself to have insufficient
knowledge and these institutions cooperate with bimR&D. This downplayed
understanding of the role of relationships in bastis a finding that is in keeping
with Uzzi's (1997) perspective. Uzzi pointed outathany assumptions about
individuals being either innately self-interesteccooperative are too simplistic. He
found that individuals simultaneously act “selfighland cooperatively with
different actors in their network. In other words|f-interest is also involved when
social relations play a role in the business woFlike conclusions made from Uzzi's
findings are that the motivation for establishirigse ties is neither purely rational
nor selfish, butexpert This fits well the findings in this study whereveral
founders appear to be very solicitous about wittorwhthey wish to establish a
closer relation to. Mr Lgchsen in Dolphin also emagbked the great importance of
his relations to research institutions, but hisegahbusiness relations are described
more as being largely of “technical nature”. A pattthus appear of it not being
traditional relationships to parties like customess suppliers, but different
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strategically chosen actors that these fast intemaizing firms need (e.g.
researchers) in order to further develop a solutora product. We thus get the
following proposition:

Proposition 2c)

The kinds of relations most prevalent in fast in&ionalizing SMEs are “expert”
relations.

The embeddedness of such close social relatiotteimarket has a very important
side-effect apart from the actual research or fugpdir other it contributes, it creates
economic opportunities that are difficult to replie via market contracts or vertical
integration and thus is a good basis for sustagnabmpetitive advantage for the
firms involved. The advantages of such relationslspalso emphasized by Turnbull
(1990) who states that the breath of what is aeliexia interactions increases as
business relationships also become social reldtipas As seen with Incatel for
instance, the founder used his connections boglettanportant contracts but also to
find good leaders, e.g. one of his co-workers veasuited from his time in IBM and
one from his time in Telenor.

6.4.4 Industry Globality

Internationalization processes of firms, accordmthe network theory (Johanson &
Mattson, 1988), are assumed to be much fastertenniationalized conditions (e.g.
high degree of industry globality). There are a hamof indirect relations with
foreign networks even for a purely domestic firnvek market investments in the
domestic market are assets, which can be utilizeenwgoing abroad. Bell (1995)
also found that international market selection staengly influenced by domestic
and foreign client followership, the targeting a¢hre markets and industry specific
considerations, rather than psychic distance.

An underlying assumption (of the traditional modgiat explain the transition from
a national to a global firm) asserts that firms weadl established in the domestic
market before venturing abroad (Bell, McNaughtord avioung, 2001). This
assumption is rejected by most of the interviewieesur study, although many of
the firms had some sales in the home market befelieng abroad. Ten out of
twelve interviewees stated that they intended tcalgmad from the start. All ten
pointed out that the home market is not large endagthe firm to be established.
One explanation of this deviation from traditiowigvelopment might be the recent
changes in the degree of globality of many indastriFor many, especially high-
technology, products there is a global market g@kerin addition, it is often not
seen as feasible to establish a new firm if bageshtes mainly to the home market,
since the product in many cases is so advancedauialized that there exist only
very few potential customers in the home markeis T confirmed by Madsen,
Rasmussen & Servais, (2000) who found that theymtoi$ often developed for a
global-/international market.
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Market selection for rapidly globalizing firms ik@racterised by starting activities
in many markets quickly and not always in markéts tare geographically close.
Bell (1995) explains this phenomenon in the follogviway: “psychic distance has
become much less relevant as global communicatiod #&ansportation
infrastructures improve and as markets become asargly homogeneous” (p.62).
In other words, founders of rapidly globalizingnfis may be assumed to perceive
the world asa world that is getting smallesind it thus seems more accessible even
for smaller firms to globalize. From this we get thext proposition:

Proposition 3 a)

The pace by which a firm enters new markets andnitrease in the firm’s export
share, are a result of the industry’s globalitytivat it makes foreign markets more
accessible for internationalizing firms.

In addition, it is believed that global firms frasmall and open economies, such as
Norway, are believed to globalize because they @mrshed (Luostarinen and
Gabrielsson, 2001). In such economies the domesdiket is often too small to
justify start-up and the founders might also fedurfe competition from global firms
in larger countries and these factors push theses fio find new markets. If we look
at tables 2 and 3 above, we see examples of thisofvthinking in our study. Fras
and Opera, which are very global on the market @ge dimension and, in fact,
present on all continents, have interviewees tleatbe their respective industries
as being very global. As Mr Jebsen (2002) in Opeqaressed it;The industry
structure is concentrated around a few large actamd there exist no trade barriers
whatsoever in this industry. The customers and Iggp are extremely
international!”. Both interviewees stated very clearly that they mot concerned
with country borders, and that they aim at findougtomers wherever they can be
located in the world. We can from this assume gtabalization at industry level
and the increased competition that results fromsitpne of the reasons for the
change found in export behaviour:

Proposition 3 b)

The pace by which a firm enters new markets andnitrease in the firm’s export
share, are a result of the industry’s globalitytivat it increases competition and by
that many firms are forced out not to lag behind.

6.4.5 Product characteristics

Differentiation strategy, that is, offering prodsigterceived by customers as unique
by offering superior quality products in niche metskis much used by these case
firms. All of the TBGs (e.g. Opera, Optoflow, IRTeand ColorMatic) have very
unique, high quality products. As the founder ot@pw put it:

“There are two giants, one in the US and one inaiap | knew these well
and | knew their strategies and | made sure ndtép on their toes, not to
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touch their turf — we adapt our product to an artbay are not covering”
(Gjelsnes, 2002).

Several of the founders also expressed the netmidate or establish” a market for
their product (e.g. Mr Fjerdingstad in Fras). Tisisn accordance with Andersson,
Hakanson and Johanson (1994) who claim that thecemaent is not completely
given by external forces, but can be manipulatedhleyfirm. Mr Jebsen in Opera
also states that

“it is very researchbased what we do and we wovkatals markets we think
will come in the next few years” (Jebsen, 2002)

This is also typical of entrepreneurial minds ttiety see the opportunities before
others (Stevenson, 1984). On the other hand, nemnaproved technology may aid
firms with small home markets in that economiesa#le are no longer a key factor
to succeed globally. The improved production tetbgy makes it possible to
produce and sell smaller quantities at a profit.abidition, for the unique and
differentiated products that most of the case fisels the price and thus cost is not
vital. It is the unique features that is importand for which the niche buyers are
willing to pay well. Many of the founders came withore or less the same
statement,’..once they have tried our product, they will neturn to the older,
outdated product used earlier”.

Almost all of the products sold by the case firmsélong or very long product life
cycles, and this is true for all categories of glsbThis is quite the opposite of what
was expected. Only Opera has a short PLC and thegrihe it as being very short.
This particular product characteristic may not Beiraportant in determining the
pace of internationalization as was expected. Perlmdher characteristics of the
product have more influence on the pace of intenaltization? All of the very
rapidly internationalizing cases (e.g. Fras, Op@&atoflow, IRtech and ColorMatic)
describe their product as being very unique, “oha kind” and highly specialized.
This finding accords well with Knight & Cavusgil{2004) findings, that the most
important strategies employed byorn global firms, in their investigation,
underscore global technological competence, ungroduct development, quality
focus and leveraging foreign distributor competenite addition, Bloodgood,
Sapienza & Almeida (1996) found that ventures wesignificantly more
internationalized if they were seeking competitimdvantage through product
differentiation. This finding is consistent with eih reasoning that ventures
internationalize earlier on in order to exploitigtithctive competence or feature.

Optoflow’s founder stated very clearly that theyreveareful not to step on the toes
of the big actors in the industry. This concerimine with Porter and Caves (1977)
who stated thabcusallows the small player to avoid head-to-head cstitipn with

larger, broadly-based firms that tend to targetswaarkets. The finding that small
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firms often follow a niche focus strategy (Moen0@9is consistent with Solberg’'s
(1997) framework, which aims at analyzing the sgat options for small and
medium sized firms competing in international maéskelis view implies that small
firms operating in markets that are exposed tamatgonal competition do not have
any other choice than to focus their resources roringernational niche strategy
targeting small customer groups. Christensen (1pgdyides a similar description,
linked to what he calls “the small and medium-sizeghorter's squeeze” (p.49),
where mainly external factors make it necessarysfoall and medium-sized firms
to start exporting, when they lack internal researand export competence (Moen,
2000). We thus get the final proposition:

Proposition 4

The pace by which a firm enters new markets andnitrease in the firm’s export
share, is positively related to the product offgitndegree of specialization and
uniqueness.

6.4.6 Performance

It is quite striking when looking at table 2, that of the largest firms (apart from
Opera), ICAS and Incatel both with 65 employeesyehthe slowest pace of
internationalization of all the case firms. Thigrisaccordance with Solberg (1997)
who states that small firms are better suited faing fast in an international
environment. All the firms, except from Dolphin,Meagrown both in terms of
employees and turnover, Dolphin has reduced thebeumf employees from 20 at
start-up to 10 today. Opera has increased the rinost,2 employees at start-up, to
the current (2002) number of 110. Opera had a lagggtive result in 2001 of - 21
mill, but the financial director explains this withem working long ternwe still
follow the plan from 1999 Jebsen, 2002) and they expect to be profitaple®d3
“we have to have a long-term perspective — it hasdd with the market being
established”(Jebsen, 2002). Five out of the twelve cases haadtive results in
2001, but two of the firms with the largest negatiesults, Incatel aand Opera with
— 43 mill and -21 mill respectively in 2001, wepesitive of the future. Opera
expected to have a positive result of about 10-#Dthis year (2002) and Incatel
forecasted to have a positive result of about 100 mgi 2002 following from the
contract with TeliaSonera. Looking at the numberemf 2002 (source:
Brgnngysundregister) Incatel had a positive resut0.16 mill NOK and Opera, a
negative result of -14.85 mill NOK. Incatel in tlkformation Memorandum”
describes themselves as having “stable growth aatihty economics” (p.20). They
achieved revenue growth of 35% from 1994 (9 millR000 (54 mill) and they have
been around break even or profitable every yearmxdor year 2001. The
explanation given for the fall in revenue growthygar 2000, and the weak revenue
and profit figures in year 2001 was that they hatlena significant investment in
product development, that they increased salesvaréeting efforts to strengthen
their Nordic position and also the fact that thees were difficult in the telecom
markets in 2001. The efforts in product developna sales and marketing seems
to have paid off for 2002 and the years to folltvey forecasted revenues of 80 mill
for year 2002. These two firms, Incatel and Opas@s in addition rated as 2 out of
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26 hottest firms in Norway and were chosen to fade in the “Norwegian Tech

Tour” where they are to make themselves attractorerepresentatives of the

world’s largest “venture-moneybags”. The critenabe selected were that the firms
had to be in ICT (e.g. Information Communicatiorchigology), energy or biomarin

business. They should be in a phase of expansawe tinique technology and be
international on a large scale.

Dolphin, with the largest negative result (-19 jni#xplains this by the fact of the
USD falling in March 2001, the result in 2000 w&sriill and turnover was 63 mill
in year 2000, the sales and the profits accorditiglg seems to fluctuate quite a bit.
ICAS is the case with the best financial result aiuthese twelve cases in 2001 and
in third place in 2002 (e.g. behind Incatel andIReQ) this may be explained partly
with the firm being cautious in their expansionattgy, referring to their slow
internationalization, they still only have an expate of about 45% 13 years after
start-up and they are present in about 6 countiasly in Europe, with Sweden
being their most important market accounting fobo46f their total sales. Another
explanation for the good results may be that thedyet ICAS sells is a rather
simple product made for a mass market and thudematinding large investments in
product development. Last, but not least, ICAShis toldest” firm of the sample
(established in 1989) and it follows then thatdshad the time to get established in
the market and to pay off debt. We saw above thtt Opera (established in 1995)
and Incatel (established in 1993/94) with relagviglrge negative results in 2001
expected this to change in the very near future @rehdy the year after it had
greatly improved.

6.4.7 Summary

The propositions presented give a good startingtgor a further study, but first the
assumptions behind the propositions will be elaleakd CAS is the least global case
and Opera the most global case on both dimensegsédxport share and number of
markets). Why is that so? What are the differermsveen these two firms that
might explain their different paces of internatibration? Both ICAS and Opera
produce consumer goods, but Opera also has ladgestimal firms as customers. In
addition, Opera also has a large and powerful sug@pan Telenor, where the
founders previously worked. Telenor supplied Opeita locations and consultants
when Opera started up. ICAS had no large comparsupport its establishment.
The products of these two firms are also very diffié. Opera’s software has unique
features and is very specialized, differentiatingfrom other similar products.
Opera’s software has a very short product life @ydemanding constant updates.
ICAS’ smoke detectors are neither unique nor spieeth and they have a long
product life cycle. Opera’s product is also spebedause it can be distributed over
the internet. It makes no difference where thearusts are located, as long as they
have access to the internet. This obviously sineglif the process of
internationalization. Finally, the founder of ICAt&scribes the industry’s level of
globality as being low, because products must midfetrent standards from country
to country, while in Opera’s case, the industrgsgdl of globalization is described
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as being very high, with no barriers whatsoever andemand pattern that is
described as being a global one. Both foundersritbestheir competition as being
very strong, but while Opera has its competitommfra few and very large
American companies, such as Microsoft, ICAS’ founstate that its competition is
from many small and large companies, especialljnfdhina. Another factor that
might have influenced the extremely different pa€anternationalization may be
the characteristics of the founders. Opera’s founde35 years old and he has
extensive experience living and working abroad, g relations to actors in the
market are described as close, while ICAS’ foundeb7 years old and he has
neither lived nor worked abroad, although he hames@xperience working for
international firms and he will not point at anyaten of particular importance to
the firm’s development.

From the discussion above we get that the strategyecome a successful fast
internationalizing SME (e.g. born global) when argging from a small economy, is
to offer unique and specialized products or sesvitte well-defined niches and
making use of low-commitment foreign operation moddich enable the firms to
be present in many international markets even wiaing limited resources. The
main challenges for such firms are to convinceamsts of the superiority of the
products or services (e.g. “would never change batke old methods”) and also to
protect themselves from larger actors in the matheling their products. Being a
very small actor which most Norwegian firms areaoworld scale, also means they
sometimes have to work hard to prove they are teestay (especially a problem
when supplying a customer’s mission critical pragesg. Fras, Incatel and IRTech).
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Chapter 7 Conclusions and Implications

7.1 Main Findings

The most important finding is that firms fittingethiraditional definition of born
globals might be seen as a much more heterogemoup of firms than previously
assumed. Based on the findings in this study, wd fhat it might be useful to
divide the born globals into more specific categer{e.g. born globals on export
dimension, born globals on market dimension and barn globals). There is found
to be certain similarities on firms within eachegatry on the four variables studied
(e.g. experience, network, industry globality antbduct characteristic) and
differences on these variables between the firnteardifferent categories. This will
be elaborated on below.

Most of the founders who were interviewed in thigdy have some international
experience, either from working and/or studyingoalok or from working in an
international firm in Norway. The founders of thenfs with the slowest pace of
internationalization, ICAS and Incatel, haw®me and very much experience,
respectively. This finding may be somewhat surpgsiOne of the founders is also
described as being very relational, meaning thatdloegnizes the importance of
networks for the development of the firm. The erpl#on for the slow pace might
be found in the two other factors. The global cbemastics of the industry are
described as being relativdlyw, for both industries, and the product charactesst
are both described as having long PLCs, and in I@ASe, the product is a standard
one, and easy to sell, even in the home marketoitrast, the product of the true
born global firm IRTech, is so specialized and gesd for such a narrow niche that
potential customers in the home market do not ewast. The products of all the
most global cases (e.g. Dolphin, IRTech, Opera @ptbflow) are described as
being very specialized and very unique. We mustimfrthis assume that
technological excellence helps rapidly globaliziimgns to develop products that
appeal to niche markets around the world.

With regard to the relational variable, it seemat thll firms have networks or at
least a few relations of importance, but thereoimes variation regarding the degree
to which founders are willing to acknowledge theiportance. Our findings support
the idea that founders should not be describeceieg leither relational or not. The
founders of Dolphin, KLI, Norsk Display, Optoflonnd Superject all vary with

regard to whether or not they should be classifigdeing relational. While some,
like the founder of Norsk Display, sees the lackloke relations to key actors in the
industry as a weakness and wish to improve thia afaheir performance, others,
like the founders of Dolphin and Optoflow, are wety relational toward typical

actors in the industry, i.e. customers and supplikut they both have very
important relations to different research instdaas which they consider vital for the
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success of their firms. In other words, they arg/ \s=lective regarding the parties
with whom they build relationships. The kind of agbns they build may also
depend upon the kind of product the firm is offgriBoth ColorMatic’s and
Optoflow’s sale is described as “one-shot”. Thathey do not consider there being
a basis for building relationships since thereasyMittle or no repurchase of their
products. This study thus, gives a more nuancedhingo the different types of
relations that exist among the different partieshe market arena and how these
different types of relations may influence a firngsocess of internationalization.

When it comes to the globalization variable, almadkfirms with a very rapid pace
of internationalization, on both dimensions, (eGplorMatic, IRTech, Opera and
Optoflow) described the industry as havirgry high or high global characteristics.
The exception is ColorMatic. ColorMatic has a pampany and this relationship
may make it easier for the firm to access resouigsapital and human resources.
This configuration might explain the firm’s rapidge of internationalization despite
the low global characteristics of the industry. It can @@ncluded that firms
originating from peripheral and small countries may be at such a disadvantage in
the current globalizing environment. Globalizatiainivers such as improved
communication and transportation technology vasityease these firms’ ability to
sell and market their products in foreign markdtseviously there has been a
positive correlation between trade and proximityf bbday distance is in many
cases not seen as an obstacle to internationalizati

With regard to the dependent variable studied hbeepace of internationalization,
it was found that one dimension, the entry modeedssion, was not as valuable for
distinguishing among the different case companies$ far classifying them into
different categories of "globals”. The reason foistwas the little variance found in
the types of entry modes used by the case compngesticular with regard to the
resources committed to the foreign market. Mostthef case companies made
extensive use of relatively low-commitment and thaw resource demanding
modes such as OEM-agreements, agents, distribahorglirect export, not only at
the very early stage of internationalization, lhwas often the preferred mode even
at later stages. As a consequence this dimensiona ofirm’'s degree of
internationalization was not considered importamt €lassification and the two
dimensions; market selection or market spreadimjextport share was used for this
purpose. As most studies on internationalizatiod #re increased involvement of
firms in international markets has focused on theiae of entry modes or foreign
operation modes used by the internationalising,fitms study thus departs from this
tradition.

7.2 Limitations of the Study

As all studies, this study has been undertaken @éthtain resource constraints. The
most important one is that the study has been tailder by only one researcher. It
is likely that a team of researchers would havenbaigle to go deeper into the

material and provide a more nuanced view. Secoseélyeral authors (e.g. Saunders
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et al, 2003; Yin, 1994; Van de Ven & Huber, 199y pointed out that different

biases must be kept in mind as a limitation. Arseegcher will have biases about
the companies studied. An important limitation ofy astudy is thus the personal
biases of the researcher. The danger is to finglwhht you are looking for, but due
to the open-ended structure of the questions atigvior each interviewee telling

their story in their own words it is believed thhis was not the case here. In
addition, contrary to previous researchers who istudhe pace in particular

industries such as high-technology manufacturirdustry (e.g. Lindgvist, 1991,

Bell, 1995; Burgel & Murray, 2000; Junkkari, 200@he case firms in this study
represented several very different types of indestrAlso the twelve case firms
were completely unknown to the researcher befoeeréisearch started. However,
there is still a danger of unconscious bias, thiatiempted amended for by writing
out the cases in detail for colleagues to reaces$d the interpretation, in addition
quotes are used extensively to allow the readend&e up his or her opinion of

whether the conclusions drawn are plausible.

7.3 Practical Implications

The findings reveal that a change in policy is wated by an arm of the Norwegian
government. It was claimed by several of the inewvees that the Norwegian
Industrial and Regional Development Fund (SND) ramovation Norway as it is
called since 1 January, 2004, requires all newsfitmhave a foothold in the home
market before granting them financial support fepat. This view is in line with
traditional theories on internationalization. Sueh requirement unnecessarily
complicates matters for most of the firms affeddgahis ruling. The home market
in Norway is too small or non-existent for manyustties and there is no economic
basis for establishing a large number of firmahdyt are primarily required to base
their incomes on home sales. The markets for mamynestablished firms are seen
as being international and, in many cases, the ehaska global one. This reality
should be made known to those in the Norwegian morent who are responsible
for creating the guidelines for fund allocatiorIMES in Norway.

In a study of the factors influencing entreprenbirsn Norway (Rgste & Schanke,
2006) it was found that personal characteristiod emmpetences are of utmost
importance to succeed, but experience and accessdarces were also found to be
of importance. The same also found that the fousaesre not dependent upon
public incentives to succeed, although to what ele@r potential founder has access
to resources may indirectly be influenced by pupliticies and initiatives made to
encourage increased entrepreneurship activity. iiaog to Mr Bakke and Mr
Snedal in Innovation Norway there is no establighelety stating that a firm should
be well established in the home market to get firrsupport and mr Bakke even
stated that “we are familiar with several firms riggiborn global” (April, 2006).
However, as our discussion proceeds it turns oay thre a bit sceptical to
globalisation at the point of start-up, as theyewa internationalization will be very
resource demanding and Mr Bakke also explicitlyestahat the firms applying for
funding will be evaluated on what they have achieat home first and foremost
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and thus, it seems the comments from the founderg maflect the reality. Mr

Snedal also states that as it is more difficulde@ument market potential for a
product in a potential international market, thanthe home market this may in
reality mean that the potential born globals wik e first in line to get funding

from Innovation Norway. As Mr Bakke put it; “no fiiris entitled to support, and an
evaluation of the risk involved in the venture may decisive!” An international

venture is likely to be considered more risky amaktis less likely to get funding.

Access to capital is seen as a major barrier fov mentures in Norway. It is
according to Spilling & Steinsli (2003) widely regrised that unavailability of risk
capital, particularly in the early stages of depehent, may represent a barrier to
development. The same argue further that therevaek traditions in this field in
Norway, and that the Norwegian venture capital maik immature. This is in
keeping with Mr Vedeld (telephone interview, Aprd006) who stated that
“Norwegian investors jumps in at the first staget then they are happy to sell...”.
He further elaborated that “it is as expensivedib & product as to develop it”, and
he believes the Norwegian business community daunderstand this. That is the
reason for good Norwegian high-tech products aneldped and reach venture
stage, but then it is often sold to foreign owngosthey can take it further and
commercialize it. The exceptions are Opera and dOpti which so far have
remained in Norwegian ownership. Mr Vedeld claifmsrée is too little know-how of
international marketing (except in the shippingusittly) in Norway. There are many
good brains who invent new software for instanad, iball too often disappears
abroad in short time. This founder’'s view is in pieg with Spilling & Steinsli
(2003) who state that there has not been a cleasfon commercialization and how
research institutions and intermediate institutionay be designed in order to
improve these processes. It seems the former gmearin(Bondevik) were aware of
these deficiencies and has now established an gfatreurship Forum (NHD,
2005). This is a forum designed to create dialdgeteveen entrepreneurs and public
authorities. The purpose is to get useful suggestam the economic policy and the
apparatus of means through a direct dialogue winepreneurs. The forum is
organized as a seminar and they meet once or avi@ar, with different topics of
focus each time. The two seminars they have hadasocovered topics of
counselling, network and tax and the last one wasoonmercialization of research.
The former government aimed to continue these sasirdue to positive
experiences from them, but it remains to be seegilven or not the current, more
left-turned government will do so. Another initiaifrom the Bondevik-government
came as a follow-up to the government report “fridea to value” (NHD, 2003).
Contact has been made between the Ministry of Trade Industry and the
Confederation of Norwegian Enterprise, the mainanization for Norwegian
employers, in order to establish opportunitiesestablishing ways of improving he
conditions for co-workers in large companies witliah to start on their own. The
attitude that is found in large corporations tonspifs is seen as maybe even more
important with regard to the rate of entreprendprsh the country, than single
initiatives form the policy makers (NHD, 2005). &eal of the cases in this study
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may be seen as regular spin-offs of larger cormost(e.g. Incatel of Telenor,
Opera of Telenor, IRTech of Elkem, Fras of Veritas|phin of Norsk Data). Some
of the other case companies have a similar backgrdout have stayed within the
safe folds of a parent company and are thus sabsdiand not independent new
firms (e.g. ColorMatic, NOR-REG Machine, Kay Lin@degd Incinerators). Still,
Spillling & Steinsli (2003) found that there arelpra few larger manufacturing
companies in Oslo and this may be related to legsadaity for developing
indigenous firms, i.e. as a result of spin-offairaniversities or existing firms.

When it comes to the implications for the managdn@nSME'’s considering
expanding internationally, the results of the stadggest that the SMEs which may
be recommended to venture abroad at an early atagbe ones with;

- a unique product/or production process

- founders or other key employees with extensivpedrnce and network from
previous employment in similar industries, in pautar will the ones with strong
relations to key persons in large, successful degéions have a large advantage, or
the ones with good and well-established relatiansertain actors in the industry
supporting them with knowledge and insight to arémey themselves are lacking
(f.i. research institutions) will be at an advamagmpared to those not having such
relationships (e.g. they have to start at stanvitp establishing such relationships).

- products adapted for a global market — magdto venture abroad and an earlier
stage in the firm's development, compared to fimmith products for which there
exists a sufficient home market.

7.4 Implications for Future Research

This study departs from other studies of firm intgronalization where the focus is
mainly on the increased resource commitments &idormarkets. The case firms in
this study mostly use low-commitment modes for rtHereign operations. They
either export directly to customers or they engagents and distributors to manage
their foreign operations. This might be explaingdhe fact that many SMEs simply
do not have the resources in place to make thesiment necessary for more high-
commitment modes. There may also be little or naivation to engage in high-
commitment modes, since the niches they aim fot@resmall to justify the kind of
resources needed for internalizing their activiiésoad. The entry mode dimension
and the possible gradual increase of resource conant to each market may thus
not provide us with very interesting informatiorhe€l market selection dimension,
on the other hand, seems to vary substantiallyhdifferent case companies in our
study. All but two of the case firms can be catemgml as being rapidly globalizing.
The market selection dimension and not the entrglanprovide us with more
interesting information for SMEs that are undergointernationalization. Further
studies should be made to investigate a larger Iganfpthe rapidly globalizing
firms, with focus on their market selection stra@sgWe need to know what factors
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influence their choice of markets. This knowledg# deepen our understanding of
those firms that rapidly undergo internationaliaati

Performance was not emphasized in this study. I8 vaasumed that firms
internationalize in order to benefit from potenfuabfit opportunities outside of the
home market or to resist competitive pressure. ddmimption is that factors that
influence the firm to internationalize also contrii to its increased profitability. It
was assumed that the more international/globahaiB, the better it performs. This
assumption may be a bit off the mark, but expoléssaatio was the most used
indicator of export performance according to Kdtage Leonidou and Morgan'’s
(2000) analysis of 100 articles that studied experformance. The non-economic
measure most commonly used in the studies is nupfo@xport countries. In other
words, to measure a firm's export success by maapuits degree of
internationalization is quite common. Still, thisnot to say this is the correct and
only way of doing it, but due to the age of thenfir studied here it will have to do
for now. The firms in this study are very young amdollow-up study should be
made to study survival rates and how widespreathtéenationalization is among
the firms in the sample. It has been too shonne since establishment for some of
the firms for the positive effects of sustainedestyments in research to be reflected
in operational results. It might also be of intérescompare firms that gradually
internationalize to firms that rapidly internatidiza, in order to find out which ones
perform better. A study of that kind would intro@ua normative aspect to the pace
of internationalization.
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Appendix 1: Interviews in chronological order

Date Interviewee Position Company
10.10.02 Claus Wahl CEO Norsk Display
11.10.02 Harald Hendriksen CEO Kay Lindeg. Inc
15.10.02 Kare Lgchsen CEO Dolphin
21.10.02 Odd R.Vedeld CEO Incatel
22.10.02 Christian Jebsen CFO Opera Software
22.10.02 Heljar Hovland CEO IRTech
29.10.02 Oddbjgrn Gjelsnes CEO (ex-) Optoflow
01.11.02 Jargen Ingeberg CEO NOR-REG M
06.11.02 Frederick Schaefer Mrktn Mngr  ColorMatic
07.11.02 Ketil Olving CEO ICAS

08.11.02 Sglve Fjerdingstad CEO Fras Techn.
11.11.02 Per Stokkan CEO Superject

E-mail/Phone contact for follow-up questions:

Claus Wahl in Norsk Display e-mail on 24 of AprdQ3

Christian Jebsen in Opera Software telephone iiet@rgn 23 of April 2003
Jargen Ingeberg in NOR-REG Machine now technicaddor for the German
subsidiary e-mail on 23 of April 2003

Asle Fjelldal Support Manager in ColorMatic e-mail 24 of April 2003

Salve Fjerdingstad in Fras Technology e-mail oMgB8l 2003

Odd Vedeld in Incatel (now Comptel) telephone wiaw 5 of April 2006 and e-
mail reply

Claus Wahl in Norsk Display e-mail on 19 of Aprda6

Sglve Fjerdingstad in Fras Technology e-mail ono28larch 2006

Oddbjarn Gjelsnes in Optoflow (now BioDetect) e-haai 1 of April 2006

It was not possible to locate and get additionfdrmation from all interviewees,
but where this was the case, more updated infoomatas sought on the different
firms’ homepages and from newspaper articles. biitad, the information from
the Brgnngysund Register was quite extensive, wieras often elaborated on
both change of leadership and ownership and in stases the reasons for these
changes and also if there was a large negativdtrese year this was also
explained. In the case of NOR-REG AS there was iafewmation on the share of
export to the different areas of the world.

Bjgrnar Snedal in Innovation Norway telephone witaw 21 of April 2006
Petter Bakke Innovation Norway e-mail on 24 of ARO0O6
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Appendix 2: Postscript

ColorMatic has continued as before, the employeex® weduced to two in 2003
after a large negative result in 2003, the resak modestly positive in 2004.

Dolphin had a large negative result in 2002, buvass greatly reduced in 2003,
there were no accounts for 2004, due to the compangming a wholly-owned
subsidiary of Dolphinics in December 2002. The darggative result in 2002 is
explained by fluctuating currency rates in paréeusinking USD. The negative
result in 2003 is explained by costs incurred ftadging up after former managers
in the US. The employees increased to sevente200® and eighteen in 2003.

Fras Technology had a small negative result in 206@P 000 NOK), and it
decreased to further to -2.6 mill NOK in 2003, thembers for 2004 were not
available. The number of employees have increasegilxtin 2003 (from four in
2001).

ICAS has healthy positive results all years everugih it became a bit low (0.79
mill vs 2 mill the 3 years before), the employeedNibrway are five all years (the
number reported in the table for 2002 is includimg employees in Prague (100%
subsidiary since 1991). A subsidiary in Hannoveerr@any was established in
2002 and one in UK in 2003.

Incatel has also got healthy results of 10 mill N®K2002, 57 mill NOK in 2003,
and 3,4 mill in 2004. In 2003 Incatel was boughtoyEDB Business Partner with
all its employees (seventy) intact. Six monthsrl&BB put Incatel out for sale
since they decided that development and maintenapicenetworks for
telecompanies was not their cup of tea. The autoi"@®05 Incatel was bought by
the Finnish company Comptel. The current exportreshfor Incatel is
approximately 60%, it has decreased because & l@vgtracts to Telenor. Incatel
now has the advantage of 60 sellers from Comptdl dhe active worldwide and
since Incatel's product is complementary to Comptefoduct they can sell it to
existing customers of Comptel.

IRTech has also got healthy, positive results linhed previous years, the best was
in 2003 with 3.7 mill NOK. One more person was emypd in 2002.

KLI's result was positive in 2002, the rest of §ears it has been slightly negative
(-0.5 mill in 2004). KLI employed in 2004 two poifite persons.

NOR-REG Machine AS was merged with its parent calgpgdOR-REG AS in
January 2002. Sales to different geographical gfeashe parent company NOR-
REG AS) are distributed as follows: 37 mill to Nayy 26 mill to the rest of
Europe, 19 mill to the rest of the world, 14 mdl$weden and 9 mill to Denmark.
Export share is thus approximately 65%. Due to cedunterest rates in 2003 and
reduced value of the Norwegian currency, they ebgaeto experience improved
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competitiveness. The Iragi war also influenced iakimg investors sceptical to
make long-term investments.

Norsk Display has in the last couple of years hawbdestly, positive result of with
0.26mill NOK in 2004. The workforce was reducedvwo in 2003.

Opera Software went from quite large negative tdau2002 (- 14 mill) to 62 mill
on the positive side in 2004. They have currer2304) one hundred and twenty-
six employees in the concern.

Optoflow was bought by Biodetect in the first qearbf 2002, from the third
quarter and onwards Biodetect has taken care ah#r&eting and sale part, while
Optoflow is now purely a development company. Optefreceived a loan from
Biodetect in 2002 to the development for a new pebdb the defense industry, but
it failed in the commercialization phase. They hist 50% of the stockcapital in
2004 and 2005 there has been a further worseninfpeofsituation, continuing
business is dependent upon great improvementsdangadf new net capital.

Superject has had a modestly positive result afyexcept in 2003 (- 0.3 mill).
There has been some conflict among the Board otdhgpany and the CEO. In
2003 Superject became the subsidiary of the mairesblder Marcussen Holding
AS and in 2004 the CEO was let go and he is nowingna lawsuit against the
company for unreasonable dismissal. There weredimployees in 2003 and four
in 2004.
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Appendix 3: Interviewguide

Globalisering og Internasjonalisering av Norsk Naemgsliv
Faktaopplysninger

Hva er din posisjon i bedriften (tittel)?

Var du med & starte opp bedriften?

Har du hayre utdanning isafall hvilke (teknisk,pgaoigisk, gkonomi, juridisk,
ledelse, administrasjon)?

Hvor gammel er du (evt. gi kategorier)?

Hvilken bakgrunn har grunnleggeren av bedriftekr{tgk, gkonomisk,
administrativ)?

Hva var omsetningen deres i ar 2001?

Er det bagrsnotert selskap, familieselskap elleetftmar det endret seg — milepaeler
for bedr)?

Er bedriften en del av et konsern (moderselskapskiatenl), datterselskap)?
Hvor mye eier grunder (i %)?

Del 1
Hvordan startet bedriften opp — hva var ideen bak?

Startet dere eksport far dere hadde salg hjemme?
Fulgte dere kunder ut?

Hvilke land er dere inne i idag ?

Hvilke marked gikk dere inn i farst?

Hvilke inngangsstrategi ble brukt i farste utenlsikeimarked (agent, joint venture,
distributar, salgskontor)?

Hva pavirket valg av inngangstrategi?

Hvordan ble potensielle partnere identifisert/egeti®
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Hvilke kriterier ble brukt?

Hvilken distribusjonskanal er den mest brukte p&ikigste eksportmarkedene
idag?

Hvor stor del (omtrent) eier dere av denne dissijitmskanalen i deres viktigste
eksportmarked

(skriv prosent eller O hvis de ikke har noe eiemR %

I hvor mange (evt. hvilke) markeder har dere enthteategi” til en annen?

Hva har veert hovedarsaken til skiftet?

Hva er eksportandelen ifht total omsetning idagredir etter oppstart (i %)?

Hva anser dere som deres viktigste internasjonat&ed/omrade idag ?

Hvor stor % av bedriftens totale salg "originatetgar fra det viktigste markedet?
Kjente dere til det viktigste markedet far oppstart

Hva er ser du som deres viktigste (nye) eksportethdm tre ar fra na ?

Hvor mange land eksporterer dere til idag?

Hvordan gér dere fram for a finne nye kunder?

Er internett viktig for dere? Pa hvilken méate?

Hvordan vil du beskrive den generelle kontaktenlonekunder/leverandgrer (flest
arms’length

eller neere — viktigste nzere? er det mange isafall)?

Hvordan handterer dere uenigheter?

Er opportunisme et problem?

Del 2
Hvordan oppfatter du konkurransepresset i din itvd(sterkt, medium, svakt)?

Hvordan oppfatter du industristrukturen (oligoptiéik vs fragmentert)?

Hvordan oppfatter du handelsbarrierene til ulikeked innen din industri (store
hindringer vs. ikke-eksisterende hindringer?
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| hvilken grad oppfatter du deres kunder/leveraadgom internasjonale (stor grad
vs. liten grad)?

Hvordan oppfatter du det internasjonale ettersgsarsmnsteret (globalt vs. lokalt)?

Hvorfor gikk dere internasjonalt (pa grunn av lifemmemarked, hard
konkurranse pa hjemmemarked, sa muligheter i utiarhett access, etc)?

Del 3

Har du arbeidet i utlandet tidligere? Huvis ja, hegrhvor lenge?
Har du studert i utlandet? Huvis ja, hvor og hvaige?

Har du vokst opp/bodd i utlandet? Hvis ja, hvohegr lenge?
Har du arbeidet i en utenlandsk bedrift?

Har du hatt kontakt med utenlandske markeder fgstapt av denne bedriften,
hvis sa pa hvilken mate?

Hva var tankene ved oppstart - ble det planlagtomabtart & "ga internasjonalt”
med en gang?

Hvilke sprak behersker du?

Del 4

Har du noe nettverk fra & ha studert i utlandeticbbutlandet/ tidligere arbeid i
utlandet?

Har dette nettverket pa& noen mate bidratt til &rikle
internasjonaliseringsprosessen til denne bedr({ftért til hvilket marked dere
valgte & ga inn i og hvilken inngangsstrategi dertite)?

Introduserte eller opplyste noen av de relasjomiame deg til/lom
kunder/partnere/distributagrer i det utenlandskekedet?

Hvordan vil du beskrive relasjonen din til den persn i dette nettverket (velg en
vikrig relasjon i forkant av dette spgrsmalet)?

Hvor lenge har du kjent denne personen?
Hvor ofte, i snitt, har dere kontakt (daglig, ukien manedlig)?

Hvilken type kontakt har dere som oftest (per ntalkefon, ansikt til ansikt)?
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Tilhgrer den viktige relasjonen til en bedrift deretilknyttet (leverandar, kunde,

distributar o.1.) eller er det en rent personlitasgpon?
- Hvis bedrift, hvilke beskrivelse passer bestden bedriften din relasjon
er en del av (produsent/fabrikant, distributegr/atggassist/forhandler,
detaljist)?
- Hvilken type interaksjon er der mellom din beddf bedrift X — hva blir
kjgpt og solgt?

Hva er din personlige rolle i disse handlene?

Hvordan og hvorfor startet denne relasjonen melleg og denne personen?

Del 5
Hvor mange ansatte har dere i Norge | dédn ?

Hva er utdanningsnivaet til de ansatte?
Er det mange ansatte som har internasjonal erfaring
Gjennomsnittlig alder pa de ansatte?

Fgler dere at, pga mer begrensede finanser, ahdefeerre valgmuligheter nar det
gjelder & ga inn i nye markeder enn stgrre bedrifte

Retter dere dere mot sma spesialiserte nisjer kenat?

Del 6
Beskriv produktet deres.

- Er det industrirettet produkt eller konsumentett
- Er det et ordineert eller mer spesialisert produkt
I hvilken grad er det standardisert?

Er det et komplekst produkt?

Ma det fornyes ofte (blir det raskt foreldet)?

Hvor sensitiv er etterspgrselen etter produkteesldil pris, kvalitet og mote
trender?

Hva er prisnivaet deres ifht konkurrentene?
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Hvordan tror du kundene i deres viktigste ekspatkader vurderer kvaliteten av
de produkter dere tilbyr ifht det deres konkurretitbyr?

Sammenlignet med det konkurrenten tilbyr er ekgpoduktene deres unike pa
noe vis nar det gjelder design, teknologi, markeuds§ eller egenskaper?

Del 7
Hva er deres omtrentlige markedsandel i hovedekspokedet?

| forhold til tidligere forventninger, er du forndyned resultatet de siste tre arene
nar det gjelder:

- markedsandel i dette markedet

- salgsvekst i dette markedet

- lannsomhet i dette markedet

Hvordan tror du salgsutviklingen for dere har vpérdet viktigste eksportmarkedet
ifht de starste konkurrentene (lavere, hgyere)dikt

Foler dere at dere har fullt ut utnyttet markedspsialet i det viktigste
eksportmarkedet?

Foler dere at eksportarbeidet har veert en suksess?
Hvor mange ansatte var dere
da dere etablerte bedriften:
farste aret dere eksporterte:
Hva var omsetningen
farste driftsaret:
farste aret dere eksporterte:
Hvor stor var eksportandelen farste aret dere tegyed eksport: %

Del 8

Hvor viktig er hver relasjon til den naveerende ssken til bedriften? Til den
fremtidige suksessen?

Er dere forngyd med relasjonene?

Hva vil du si karakteriserer en bra relasjon? (efte ansikt til ansikt
kommunikasjon, gkt salg, konkurransefordel)

Hvor viktig anser du bedriftens lokalisering forsheéningen om a
internasjonalisere? | valg av relasjonspartner?
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Hvor viktig anser du konkurranse for beslutningemainternasjonalisere? | valg
av relasjonspartner?

Hva anser du som bedriftens styrke/svakhet?
Ngkkelsuksessfaktorer for & lykkes internasjorait ®n SME basert i Norge?
Hva er fellene en bar unnga?

Har dere en plan videre (formell/uformell)?
- vekst (antall ansatte, omsetning, eksportandel)?
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