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Abstract 
 
This thesis focuses on how SMEs select foreign market entry modes. To be able to gain a 
better understanding of the subject, research questions concerning SMEs’ motives for 
internationalization, approaches to foreign market entry mode  and influence of internal 
factors were formulated. The empirical data consisted of case studies of two Swedish 
companies active within the wood industry and located in northern Sweden. Findings show 
the main motive for SMEs to go international is the level of demand for SMEs’ products in 
foreign markets. In order for the SMEs to be able to compete on the foreign market they have 
to have unique products with flexible price setting. SMEs, due to their small size and limited 
resources, are more or less forced to use more simple and less costly entry modes, thus, most 
companies begin their internationalization with various forms of the export mode where less 
control and fewer resources to move abroad is needed.  
 
 
 
 



 

Sammanfattning 
 
Denna uppsats fokuserar på hur SMEs’ väljer ingångssätt på utländska marknader. För att 
kunna erhålla en bättre förståelse om detta ämne har forskningsfrågor angående SMEs’ motiv 
för internationalisering, tillvägagångssätten för att äntra utländska marknader samt de interna 
faktorer som influerar valet av export som ingångsmetod formulerats. De empiriska data 
innehöll fallstudier av två svenska företag aktiva inom trä industrin och lokaliserade i norra 
Sverige. Dessa visar att de huvudsakliga motiven for SME att internationaliseras är graden av 
efterfrågan på SMEs produkter på de utländska marknaderna. För att SMEs ska kunna 
konkurrera på den utländska marknaden måste de ha unika produkter med flexibel 
prissättning. På grund utav SMEs storlek och begränsade resurser är de mer eller mindre 
tvingade att använda enklare och mindre kostsamma ingångssätt, följaktligen  börjar de flesta 
företag deras internationalisering med olika former av export som ingångssätt, där mindre 
kontroll och mindre resurser behövs för att gå utomlands. 
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1. Introduction 
In this first chapter the background to our study will be presented, followed by a problem 
discussion, from this the purpose and research questions will emerge. 
 

1.1 Background 
 
The process of a company’s internationalization has been explained in five stages by Kotler 
and Armstrong (2001): (1) Deciding whether to go international or not, (2) Deciding which 
markets to enter, (3)Deciding how to enter the market, (4) Deciding on global marketing 
programs, and (5) Deciding on global marketing organizations. 
 
First, the company has to decide whether to go international or not. The company has to 
compare and evaluate the opportunities and risks of going abroad, and whether or not they 
have the ability to survive on the global market. Second, the company has to try to define their 
international marketing objectives and policies, and decide upon which market to enter. Then 
the company must choose how many countries to enter. In the initial stage of their 
internationalization many companies choose to enter either one or a few countries in order to 
create a deep relationship. After selecting markets, the company has to decide how to enter 
that/those markets. There are several market entry modes a company can chose from, for 
example export, strategic alliances, foreign direct investment (FDI) etc. Each entry mode 
contains commitments and risks as well as control and potential profits. The next stage is to 
decide on a global marketing program and adjust their national marketing program to 
international standards. This is a question of using either a standardized marketing mix or an 
adapted marketing mix, adjusted for each new market. The final stage in the 
internationalization process is to decide upon a global marketing organization, most 
companies have at least three different ways of managing their international activities. 
Generally, company’s start with organizing an export department, then an international 
division is created and finally they become a global organization. (Kotler & Armstrong, 2001) 
 
Entry strategies for international markets are according to Hollensen (1998) a key strategic 
issue for companies in today’s rapidly growing and internationalizing market. Root (1994) 
states that entry strategies helps to set the objectives, goals, resources, and policies in order to 
guide the company’s international business activities to reach sustainable growth on the 
international market. He further emphasizes that it is important to realize that a company’s 
entry strategy is not a single market plan but a combination of several market plans. 
Companies have to have different market entry strategies for each product and each market 
since the response to the entry strategies can differ widely between different markets and 
products. (ibid) 
 
When companies consider entering new foreign markets they have to have a specific set of 
strategic alternatives that varies by different target markets, and the different entry mode 
alternatives. Managers needs to consider how their company best can enter a specific market 
and take into consideration the risk and environmental factors that are associated with the 
different entry strategies. (Deresky, 2000) The foreign market entry mode selection is highly 
significant for companies future performance and survival on the international market 
(Ekeledo & Sivakumar, 2004) 
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1.2 Problem Discussion 
 
In recent decades globalization of business has grown rapidly which in turn has forced 
companies to develop strategies for entering and expand their businesses into new markets. 
One of the most crucial strategic decisions an international company has to make is selecting 
a mode for entering a new foreign market. (Osland, Taylor & Zou, 2001) According to 
Terpstra and Sarathy (2000) one of the most critical decisions in the internationalization 
process is the choice of method of entry into the foreign markets. This, because the entry 
mode decision is a macro decision, companies do not only choose a level of involvement in 
the foreign market, they also make choices about their marketing program (ibid). 
 
According to Bradley (2002) the concept of market entry refers to the difficulty or ease a 
company face when entering international markets. “Entry is one of the supreme tests of 
competitive ability. No longer is the company providing itself on familiar ground, instead it 
has to expose its competences in a new area” (Bradley, 2002, p.244). The author further 
states that all aspects of marketing have to be of superior performance in order for a company 
to have a successful market entry. When selecting the appropriate mode of entry, companies 
have to answer two questions: first, what level of resource commitment are they willing to 
make? and second, what level of control over the operations do they desire? The factor 
influencing these two questions is the perceived risk of entering a new country and a new 
market. For example in low-risk countries, companies want to control the activities because 
they assume that they can manage their foreign activities just as good as their domestic 
activities. In countries with high risk, companies are in less need of control and might not be 
willing to assign resources for activities. Perceived risk has to be taken into consideration and 
the alternatives have to be well evaluated because this will eventually lead to the entry mode 
choice. (ibid) 
 
After selecting strategy companies have to select the right type of market entry mode. The 
foreign market entry modes can be divided into three groups: 
 

1. Export entry modes 
2. Contractual entry modes 
3. Investment entry modes 

 
Export entry modes include direct and indirect exporting i.e. selling to foreign visitors on the 
domestic market or to foreign agents, distributors or a subsidiary. The difference between 
export entry modes and the two other entry modes, contractual and investment entry modes, is 
that within export entry modes the final product is produced outside the target market. 
Contractual entry modes include licensing, franchising, contract manufacture etc. (Bradley, 
2002) The distinction between contractual end export entry modes is that contractual entry 
modes is seen as “vehicles” for transferring knowledge and skills to the target country (Root, 
1994). The third group, investment entry modes includes joint ventures, foreign direct 
investments (FDI), acquisitions etc. (Bradley, 2002). This entry mode differs from contractual 
entry modes since it involves a higher degree of control. Investment entry modes also involve 
ownership by an international company in form of for example production units in the target 
market. (Root, 1994)   
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Hollenstein (2005) explain that the internationalization process for small and medium sized 
enterprises (SMEs) involves limitation of resources in form of finance, information and 
management capacity to a much higher extent than for multinational cooperations (MNC). 
SME’s also face external barriers such as laws and regulations and imperfections to a higher 
extent than MNC’s, as a consequence the probability of SME’s internationalizing their 
business activities is less likely to occur than for MNCs. (Hollenstein, 2005) 
 
Choice of entry modes is made to facilitate the SME’s international strategy for a specific 
foreign market entry. Entry mode is important because it determines the degree of control a 
company has over its marketing mix in the foreign target market. (Albaum, Strandskov & 
Duerr, 1998) A company may use more than one entry mode at the same time which means 
that there can be different entry modes within the same product line since each product can 
require a different entry mode (Hollensen, 1998). In general, a company’s selection of entry 
mode depends on the market, the company’s strategy, and in what stage of the life cycle the 
company is (Bradley, 2002).  
 
Hollensen (1998) states that if a company in the initial stage of its internationalization makes 
a poor selection of entry modes, it can become a threat for its future market entries and 
expansions. However there is no entry mode that can be seen as the best choice, the selection 
of entry mode is different from one company to another and is influenced by a number of 
factors, both internal and external to the company (ibid). How a company deals with the 
external factors depends on the internal factors that a company are facing when choosing an 
entry mode (Root, 1994). It is of great importance for SMEs to find out what factors that was 
central in the modal choices of other companies. This, in order to improve the SMEs’ 
strategies and entry mode selection and not make the same mistakes as others have done. 
(Osland, Taylor and Zou, 2001) 
 
According to Hollensen (1998) the most common mode for entering international markets is 
export, direct or indirect. Albaum, Strandskov and Duerr (1998) state that export is for most 
companies the first step into internationalization. SMEs often use export as an initial entry 
mode since it is a low-risk alternative, do not demand large capital resources or investments, 
and withdrawal is relatively easy (Deresky, 2000).    
 
Albaum, Strandskov and Duerr (1998) state that the driving force for entering new markets 
via export is because companies want to utilize and develop their resources in order to make 
their short-run and long-run economic objectives fulfilled. This shows that the connection 
between the companies’ exports motives and their basic company goals are strong. The 
authors further state that SMEs often expand abroad when the home market has become 
saturated and they can no longer satisfy their strategic objectives. (ibid) 
 
Selecting the right entry mode is an important decision which demands a lot of resources and 
thorough planning. When selecting entry mode a wide range of factors must be taken into 
consideration before making the final decision. (Young, Hamill, Wheeler & Davies, 1989) 
According to Root (1994) today all companies, small or large, domestic or international, have 
to strive for growth or profit. This is characterized by a large flow of products, capital, 
technology, etc. The author further states that “To say that a company cannot afford to plan 
an entry strategy is to say that it cannot afford to think systematically about its future in world 
markets.” (Root, 1994, p.3) 
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While past research has dealt with the subject of entry mode selection by SME’s, the impact 
of a company’s internal and external factors on the entry mode selection has not been dealt 
with separately. Furthermore, as most of previous empirical studies on the topic have used 
larger multinational companies (MNCs) it is not clear what elements or factors specifically 
determine the market entry mode selection for SMEs. Nor is it clear if the decision to 
internationalize is detached from market entry mode selection decision for many SMEs. 
Given SMEs’ limited managerial and financial resources it seems that they are often driven by 
the size and quality of their internal resources. Interest in finding answers to such questions 
has motivated the present study.     
 

1.3 Purpose 
 
The purpose of this study is to gain a better understanding of how motives and internal 
factors impact SME’s approach to foreign market entry mode selection.  
  
To be able to answer our purpose we have posed the following research questions: 
 

1. How can the factors motivating SME’s internationalization be described? 
 
2. How can SME’s approach to foreign market entry mode selection be described? 

 
3. How can the influence of internal factors on SME’s market entry mode selection be 

described? 
 
 

1.4 Delimitation  
 
Many factors, external as well as internal, influence a company’s foreign market entry mode 
selection. However it should be emphasized that the present research attempts to limit itself to 
the impact of internal factors only.  
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2 Literature Review  
In this chapter relevant theories to the chosen research questions will be presented. We will 
start by presenting theories regarding company’s internationalization, and then approaches 
to foreign market entry mode selection. This is followed by factors influencing SMEs’ foreign 
market entry mode, with the focus on SMEs’ internal factors. In the last section, the most 
relevant theories for our study will be summarized in the conceptual framework. 
 

2.1 SMEs’ motives for internationalization 

2.1.1 Triggers to internationalization  
Hollensen (1998) states that before a company start its internationalization, something or 
someone inside or outside the company must initiate the implementation of the 
internationalization process. The author further classifies the motives for a company’s 
internationalization in two groups of factors referred to as internal and external triggers. The 
internal factors are; perceptive management, specific internal events, inward 
internationalization and the external factors are; market demand, competing companies, trade 
association and outside experts and these factors are explained below. (ibid) 
 
Perceptive managers do according to Hollensen (1998) often become aware of the 
opportunities an expansion of their company to a new market will give them. One trigger for 
managers can be traveling to other countries where managers discover new business 
opportunities. The author claims that a manager who enters a new company often has 
previous experience of entering a new foreign market and will therefore try to develop this 
experience in the new company. (ibid)  
 
An event specific for the company can also be a trigger for entering new markets. A specific 
event can be overproduction or reduction in the domestic market. For SMEs, the initial stage 
to start internationalization is usually taken by the CEO of the company with input from the 
marketing division. The marketing division are then responsible for carrying out the decision, 
and then the CEO will decide on which foreign market activities the company should be apart 
of. (Hollensen, 1998) 
 
Hollensen (1998) states that there is a connection between inward internationalization 
(import) and outward internationalization (export) in a way that effective import activities can 
determine successful export activities, especially in the initial stage of the internationalization 
process. This can be initiated by the buyer with an active international search for foreign 
suppliers, or by the seller with initiation of the foreign supplier (ibid). 
 
According to Hollensen (1998), if the international market grows it can create a demand for 
certain products, which in turn will push companies and their products into 
internationalization. Búrca, Fletcher and Brown (2004) claims that a shrinking domestic 
market or the fact that SME’s might need a larger customer base is a motive to enter the 
international market. Another motive for SME’s internationalization is that the foreign 
markets might offer higher profit opportunities than the domestic market (ibid).  
 
Hollensen (1998) claims that if a manager for an SME receives information that a competing 
company in the same line of business value a specific market very high it will trigger the 
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SME’s managers to begin their internationalization process. However, managers have to take 
into consideration that competitors may eventually infringe on the company’s business (ibid). 
The fact that foreign competitors might enter the domestic market and offer better products or 
lower prices also work as an incentive for SMEs to internationalize. This step into 
internationalization can be seen as a counterattack, where the SMEs enter the competitors’ 
home market and try to tie up their resources. (Búrca, Fletcher and Brown, 2004) 
 
One major external trigger is formal or informal meetings between managers from different 
SMEs in for example trade associations, conventions etc. SMEs do often make their decision 
to internationalize based on the collective experience from a group of companies that they 
belong to. (Hollensen, 1998)  
 
According to Hollensen (1998) there are several different sources of expertise outside a 
company supporting their internationalization:  
 

• Agents: are already doing businesses with foreign markets and have the contacts 
necessary for internationalization. Many agents often approach companies if they 
believe that the company should market their product in other countries. 

• Governments: the governments in almost every country try to give companies 
incentives to internationalization through global marketing programs.  

• Chambers of Commerce: This organization tries to motivate individual companies to 
enter new markets. The incentives the organization supply contains of; helping 
companies to get in touch with foreign companies, provide market information etc. 

 

2.1.2 Proactive and reactive factors motivating internationalization 
Stewart and McAuley (1999) explain that the factors influencing companies 
internationalization is first divided into internal and external factors, these are then separated 
into proactive and reactive factors. Proactive factors describe that the companies’ choice to 
internationalize is influenced by its interest in exploiting unique ideas/competences or the 
possibilities of the foreign market. Reactive factors describes that the companies act passively 
and respond to internal or external pressure. Campbell (1996) states that companies tend to be 
either reactive or proactive. In table 2.1 below the different factors are listed and further 
below also explained. 

Table 2.1 Classification for internationalization motives 

 Internal External 
Proactive  • Managerial Urge 

• Unique Production/ 
      competences  
• Marketing Advantages 
• Economies of Scale 
 

• Foreign Market 
Opportunities 

Reactive • Risk Diversification 
• Extended sales of seasonal 

products  

• Small Home market 

Source: Adapted from Albaum, Strandskov and Duerr, 1998, p.40 
 
Albaum, Strandskov, and Duerr (1998) state that managerial urge is the desire, drive, 
enthusiasm, and commitment the management has towards entering a new foreign market. 
The decision to go international in SMEs are often a result from only one persons initiative 
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and in MNCs there are often a whole unit that decide whether or not to go abroad. The 
decision of entering a new foreign market depends on the decision maker’s perception of the 
foreign market, expectations concerning these markets, and the perceptions of the company’s 
ability of entering those markets. (ibid) According to Bradley (2002) the managerial urge also 
include the managers attitudes towards internationalization and if they are close- or open-
minded. Manager who are open-minded are more likely to have a positive vision on the 
internationalization process. On the other hand close-minded managers are more likely to be 
neutral or have a negative vision of the process. (ibid) It has been shown that a favorable 
attitude towards the new market from the decision maker is essential for the company’s 
internationalization in order to succeed (Albaum, Strandskov & Duerr, 1998). 
 
According to Albaum, Strandskov, and Duerr (1998) if a company have a unique product or 
competence it is easier for that company to go into a new foreign market. This since the 
company is more likely to receive inquires from a foreign market, than if a company does not 
have unique products or competences. Hollensen (1998) agrees with this and states that the 
possibility of spreading unique ideas abroad is high since the opportunity costs of exploiting 
these products in other markets are very low. One issue that a company must consider before 
they enters a new market is for how long the product or competence will stay unique, because 
with today’s technology it is easier for companies to copy each other (Albaum, Strandskov, 
Duerr, 1998). 
 
A company’s specialized marketing knowledge or access to specific information will 
distinguish the company from its competitors. The authors further suggest that this will give 
the company incentive to enter new markets. This since the company will receive a 
competitive marketing advantage from this. The marketing advantage can therefore serve as 
an entry barrier for competitors in foreign markets. (Albaum, Strandskov, Duerr, 1998) 
 
Hollensen (1998) states that when a company enters new markets the production will increase 
and as a result of that the production cost will decrease, for both the foreign markets 
production as well as the domestic markets production, this creates economies of scale. 
Albaum, Strandskov, and Duerr (1998) states that the fixed costs can be spread out over more 
different units when a company sells to several different markets. The lower costs will lead to 
that the company will be more competitive on the different markets and increase their market 
shares. (ibid) 
 
The willingness for a company’s internationalization is often influenced by the opportunities 
of the foreign market according to Albaum, Strandskov, and Duerr (1998). The authors’ 
claims that the market opportunities only function as a stimuli if the company has the 
resources that they need to enter that market. Hollensen (1998) agrees and further states that 
the first foreign markets a company will enter and cooperate with are markets that have 
similar opportunities as the company’s domestic market.  
 
Albaum, Strandskov, and Duerr (1998) claims that a company that sell to several different 
foreign markets will face lower risk than companies that only do business with their domestic 
market. The authors states that this is because different countries often do not face economic 
downswings at the same time and if the sales in one market declines the sales might increase 
in another market. (ibid) 
 
In different markets there can be different demands of products depending on the season. This 
is a strong incentive for companies that have products that are affected by seasons to enter 
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new markets. (Hollensen, 1998) Albaum, Strandskov, and Duerr (1998) claims that there are 
two main reasons why seasonality functions as a stimuli for SME’s internationalization: 
 

1. It will reduce fluctuations in the product life cycle  
2. It becomes a way to secure continued growth and profitability especially if the 

domestic market becomes eroded. 
 
The stability in sales will also be increased for a SME by selling their products to countries 
where the seasons are opposite compared to the domestic market. This will also lead to a more 
balanced production for the company throughout the year. (Albaum, Strandskov, Duerr, 1998)  
 
Hollensen (1998) states that a small domestic market can be a problem for many SME’s and 
therefore serve as an incentive for their internationalization. This since other markets may be 
larger and the domestic market are unable to sustain economies of scale and scope (ibid). 
Albaum, Strandskov, and Duerr (1998) states that for some companies the domestic market 
might be large but they choose to enter new markets instead of expanding their business in the 
domestic market. This since the company receives better opportunities when selling their 
products to other markets rather than staying in their domestic market (ibid). 
   

2.2 SME’s approaches to foreign market entry mode selection  
 
One of the most complex decisions an international company faces is selecting the most 
effective entry and development mode. Each mode of entry has its advantages and 
disadvantages, therefore the selection of strategy will be highly influenced by a range of 
sometimes conflicting forces. Companies might have to force certain trade-offs between for 
example cost, risk and the extent of control of the chosen entry mode alternative. Another 
conflict that might arise is the speed of entry into a foreign market, both in the short run and 
the long-run market penetration. For example, export will facilitate a rapid entry but is less 
suitable for long-run market development which usually demands product developments and 
local manufactures. The complexity of making the most appropriate entry mode selection is 
the fact that the pros and cons of the different modes not only vary across the large range of 
entry mode alternatives but also with each entry mode for example indirect and direct export. 
(Young, Hamill, Wheeler & Davies, 1989) 
 

2.2.1 Entry mode selection approaches  
According to Young, Hamill, Wheeler & Davies (1989) making the right entry mode selection 
requires a systematic analysis of all the entry mode alternatives as well as the overall purpose 
and goal of the company. Entry and development strategies also have to be developed for 
each product and each market since no market is alike. The authors further suggest four 
approaches to establish the most appropriate foreign market entry and development mode; the 
economic approach, the stages-of-development approach, the business strategy approach and 
the alternative approach, which are presented below. (ibid) 
 
The economic approach is according to Young, Hamill, Wheeler and Davies (1989) a 
selection of foreign market entry that emphasizes rational behavior. The approach focuses on 
the costs and benefits of the entry mode alternatives and identifies which alternative that will 
maximize the profits in the long-run. The economic approach is based on a transaction cost 
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analysis and aim at helping managers with selecting the most appropriate mode measured on 
the terms of risk and return of investment. According to the authors for both risk and return of 
investment the most important determinant is control. Entry modes with high control will 
increase the return and the risk, and low control entry modes on the other hand reduces 
resource commitment and therefore also the risk and this often at the expense of the return of 
investment. Therefore the selection of entry modes becomes a trade off for companies, they 
can trade different levels of control for a reduction of resource commitment hoping for a 
reduce in risk and an increase in return. (ibid) 
 
The stages-of-development approach to the decision of foreign market entry and development 
mode is based on the incremental model of internationalization. According to the authors the 
incremental model is described as an evolutionary process where companies' gradually 
develop their commitment to foreign market over time with an increase in international 
experience and foreign sales etc. There are several major entry mode options available for 
companies in each stage of their international expansion. According to the authors the 
decision regarding which foreign entry mode to chose are taken incrementally and also with a 
shift to other entry modes. This only after the previous entry modes have become inadequate. 
Entry modes can become inadequate because of lack of profits or because of previous success 
for example shifting from exporting to more involvement in the market. (Young, Hamill, 
Wheeler & Davies, 1989) 
 
According to Young, Hamill, Wheeler and Davies (1989) the business strategy approach 
differ from the other two approaches which both assume a rational decision making. The 
difference in the business strategy approach is that it focuses on the pragmatic approach to 
decision making. This because of the external uncertainty and political nature of decision 
making, especially in the context of international markets servicing decisions. Companies 
have several objectives for expanding abroad and conflict between these objectives is likely to 
occur. Because of the need to combine the companies objectives and the uncertainty it is 
difficult to adapt a ‘rational-analytic’ approach, this is especially true for SME’s because of 
their often limited resources. (ibid) 
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A number of stages are involved to determine the most profitable foreign market entry mode, 
this is shown in figure 2.1. (Young, Hamill, Wheeler & Davies, 1989) 
 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 2.1 Deciding the ideal market entry and development strategy. 
Source: Adapted from Young, Hamill, Wheeler and Davies, 1989, p. 265 
 
First, the companies have to do a feasibility screening of the entry modes alternative in order 
to reject those alternatives that are not possible to use given the companies resources and the 
external factors such as, market size, law and regulation etc. Second, the estimated 
profitability of the entry mode alternative should be calculated and compared. Finally, the 
companies have to rank the entry mode alternatives taking in consideration the net profits, 
political risk and the companies’ non-profit objectives. (Young, Hamill, Wheeler & Davies, 
1989) 
 
Further, Young, Hamill Wheeler and Davies (1989) suggest another alternative entry mode 
selection approach. The alternative market entry approach states that companies entering new 
foreign markets often have multiple objectives. It could be between for example long-term 
market penetration and short-term profitability. According to the authors the entry mode that 
best can combine the multiple objectives including profit and non profit objectives is the most 
appropriate entry mode. To be able to evaluate the appropriateness of the different entry 
modes the authors have constructed a model shown below in figure 2.2. (ibid) 
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Figure 2.2 Procedure for choosing the most appropriate foreign market entry/development mode. 
Source: Adapted from Young, Hamill, Wheeler and Davies, 1989, p. 267 
 
First, the company has to make a clear statement of their main objectives for entering new 
foreign markets. Within these objectives they have to take into consideration both the short-
term and long-term objectives, the profit and non profit objectives and also the wider strategic 
objectives. Since it is likely that conflicts will arise between the company’s objectives the 
next stage is to rank the objectives in terms of relative importance. In evaluating the 
importance of the company’s objective the analysis in the previous approaches is very useful, 
since both the internal and the external factors will influence the ranking of the objectives. 
(Young, Hamill, Wheeler & Davies, 1989) 
 
According to Young, Hamill, Wheeler and Davies (1989) companies then have to evaluate the 
relative attractiveness for the entry mode strategies in achieving these objectives. Since each 
entry mode alternative has been assigned its score from these rankings the companies have to 
make an overall ranking of the entry mode alternatives. This ranking will show the relative 
attractiveness of different entry modes alternative in simultaneous achieving the company’s 
objectives. The factors that influences the final ranking is factors such as, financial costs, 
managers commitment, risk, and degree of control, etc. (ibid) 
 
The advantage of this model is that it recognizes that companies have multiple objectives 
when entering new foreign markets and that the choice of entry mode should reflect both 
short-run and long-run, profit and non profit objectives. This model is also more flexible since 
it is the company’s mangers that will determine the number of entry modes that will be 
compared and the company’s market objectives. (Young, Hamill, Wheeler & Davies, 1989) 
 

2.2.2 Entry modes selection rules 
According to Hollensen (1998) and Albaum, Strandskov & Duerr, (1998) there are three 
different rules for selecting entry modes; the naive rule, the pragmatic rule and the strategy 
rule. These different rules can be distinguished by their degree of sophistication and are all 
presented below. 
 
With the naive rule companies uses the same entry mode for all foreign markets (Hollensen, 
1998). Managers often use this rule when they consider only one way to enter a foreign 
market. The naive rule ignores the individual foreign market entry modes heterogeneity. The 
inflexibility of this rule prevents companies from exploiting their foreign market opportunities 
to the fullest. (Albaum, Strandskov & Duerr, 1998) 
 

Market entry/development objectives 

Evaluate the relative attractiveness of alternative entry strategies in achieving objectives

Overall ranking of alternative entry/development modes 
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With the pragmatic rule the companies uses a entry mode for each foreign market. They often 
begin with export since it is a low-risk entry mode. Only if exporting is not profitable the 
company will change entry mode. This means that companies do not investigate all types of 
entry modes so the chosen entry mode might not be the most suitable one. (Hollensen, 1998) 
The advantage of this rule is that it minimizes the wrong types of entry modes since 
unworkable entry modes are rejected. Also cost of information and management is small since 
not all entry mode alternatives are investigated. The weakness of this rule lies in that it fails to 
lead managers to the selection of the entry mode that is most suitable for the company, its 
capabilities, and its resources. (Albaum, Strandskov & Duerr, 1998) 
 
With the strategy rule companies systematically compare and evaluate all entry mode 
alternatives before making a choice. The decision rule is to choose the entry mode that 
maximizes the profit contribution over the strategic planning period to both the availability of 
resources, the risk, and the nonprofit objectives. (Hollensen, 1998) Comparing all the entry 
mode alternative is highly complicated since there are a number of objectives to take into 
consideration and that might result in trade-offs for the companies. Since there is no exact 
procedure to obtain the most suitable entry mode, companies have to use their own judgment 
and make an overall evaluation. (Albaum, Strandskov & Duerr, 1998) 
 

2.3 Influence of internal and external factors 

2.3.1 Internal and external factors influencing SME’s export decision  
According to Root (1994) there are many different factors influencing a company’s choice to 
start exporting, either direct or indirect. These factors can be either external or internal to the 
company (ibid). Stewart and McAuley (1999) states that internal factors/stimuli are derived 
from influences inside the company. Búrca, Fletcher and Brown (2004) state that internal 
factors that influence a company’s choice of foreign market entry mode selection and form of 
expansion are derived from the management and company characteristics. External 
factors/stimuli are derived from outside the company, from markets where the company 
operates or will operate. Export stimulation is very important to companies especially for the 
management and policy makers in SME’s. According to Búrca, Fletcher and Brown (2004) 
the external factors can act as either incentives or impediments for a SME’s decision of 
market entry mode selection. Hollensen (1998) and Root (1994) have listed some internal and 
external factors that influence SME’s decision to export. The internal factors are company 
size, international experience and products, the external factors are socio-cultural distance 
between home country and host country, country risk/demand uncertainty, and market size 
and growth. Both the internal and external factors will be presented below. 
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Figure 2.3 Factors in the entry mode decision. 
Source: Adapted from Root, 1994, p.8. 
 
Hollensen (1998) states that a company’s size is an indicator of its resources, the more 
resources a company gains the more the international involvement will increase. According to 
Root (1994) companies with limited resources should choose an entry mode that only 
demands a small amount of resource commitment. Export as an entry mode is the most 
suitable way for SMEs to enter a new foreign market. Even though SMEs often desire to have 
high control over their international operations this might not always be possible since the 
entering of a new foreign market often demands sustainable amounts of resources, and SMEs 
often have very limited resources. (Hollensen, 1998) The SMEs small size have a great 
influence on what degree of freedom the SMEs have when selecting a foreign market entry 
mode. The relevant preference that SMEs have in their foreign market entry mode selection is 
dependent on specific industry resources and therefore the selection of foreign market entry 
mode for SMEs differs a lot. (Koch, 2001) 
 
Hollensen (1998) states that a company’s previous international experience on the market 
have a great influence on how it act when entering a new foreign market. A company’s 
previous international experience can come from operations either in a particular country or 
the general international environment and this refers to how much a company has been 
involved in international operations. The experience reduces costs and uncertainty that exists 
when a company enters a new foreign market. It also increases the possibility that a company 
commits more resources into that market. The author also states that uncertainty is reduced 
through actual operations in the foreign market instead of acquisition of objective knowledge. 
(Hollensen, 1998) 
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Root (1994) claims that a company with high differentiated products receive a high degree of 
pricing discretion over its competitors. These sorts of products compared to low differentiated 
products favors export as an entry mode into a new foreign market (Root, 1994). Since 
products vary in their characteristics and use the nature of their selection of channels vary a 
lot. For example a high complex product such as technical products may need service both 
before and after the sale and in many markets this might not be possible to deliver for the 
intermediaries. Products that are distinguished by their physical variations, brand name, 
advertising, after sales service, and that encourage preference for one product over another 
helps a company handle the higher costs of being on a foreign market. Product differentiation 
gives companies advantages in allowing them to exceed costs by raising the product prices. It 
can also create entry barriers which will limit competition as well as better satisfying their 
customers’ needs and strengthen their competitive position. (Hollensen, 1998) 
 
Hollensen (1998) states that socio-cultural closeness between countries is when the countries 
have similar business and industrial practices, common/similar language, and comparable 
educational levels and cultural characteristics. If there is a large difference between a 
company’s home country and the socio-culture of the host country the company wishes to 
enter, it can create a high internal uncertainty for them. This highly influences the mode of 
entry a company chooses. The author further states that the greater the distance between the 
countries the likelihood that a company should choose a direct investment entry mode 
decreases. Companies will favor an entry mode with low resource commitment and high 
flexibility such as export. (ibid) 
 
To enter a new foreign market is always perceived to contain more risk for a company than to 
stay in the domestic market. The risks can be divided into different parts such as economic 
risk and political risk. The foreign market itself is not only the risk but also the method that 
are used to enter that market. Therefore a company that enters a new market should not only 
perform a risk analysis over the market but also over the method that are used to enter the 
foreign market. When a country’s risk is high a company that is going into that market will 
often chooses export as entry mode since it demands low resource commitment. (Hollensen, 
1998) 
 
According to Hollensen (1998) if a country has a large market and high growth rate a 
company will be more willing to commit resources to that market. The larger the market is the 
higher the commitment will be. The author further states that if a company wants to enter a 
small market, export is the most suitable way. (ibid)  
 

2.3.2 Export as an entry mode  
The most common mode for an SME’s initial entry into international markets is export which 
gradually can evolve towards foreign-based operations. Export can be divided into direct and 
indirect export depending on the number and type of intermediaries. When a company first 
establishes export channels they have to decide which functions and what responsibility that 
their external agents should have and also which will be handled by the company. (Hollensen, 
1998) 
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Direct and indirect export is distinguished by how the exporting company carries out the 
transaction flow between itself and the host country buyer. The decision between direct and 
indirect depends on the exporting companies’ desired control and involves two types of costs; 
 

1. The costs of actually performing necessary functions 
2. Transaction costs that arise in the organization of an activity or of contracting with 

other parties. 
 
According to Albaum, Strandskov and Duerr, (1998) the optimal degree of control should 
reflect both the risk that exporters exposes itself to and the amount of goods involved, by 
relying on other parties. 
 
Direct export is when an exporting company sells directly to an importer or a buyer in a 
foreign market. Within direct export companies are much more involved in the host country 
than within indirect export. Companies can for example build up overseas contacts, do market 
research, handle both documentation and transportation, and be involved in the design of the 
marketing mix strategies. (Hollensen, 1998)  
 
Indirect export is when the exporting company only use independent organizations that are 
located in the host country. Companies engaged in indirect exporting are not really involved 
in global marketing, their sales are like domestic sales in the host country. Companies that 
chose indirect exporting are likely to have limited international expansions objectives. Also, 
companies with minimal resources are often devoted to indirect exporting in order to test the 
market before committing larger resources and developing an export organization. 
(Hollensen, 1998) The exporter may lean on dependent export organizations that in 
cooperation with an independent marketing organization can coordinate the whole export for 
a company. Although, these dependent organizations are not actively involved in any sales 
activities. (Albaum, Strandskov and Duerr, 1998) 
 
Hollensen (1998) have constructed a table for the two different types of export, direct and 
indirect. The table 2.2 shows both the advantages and disadvantages of the two types of entry 
modes. 
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Table 2.2 Advantages and disadvantages of the different export modes. 

Source: Adapted from Hollensen, 1998, p.231 
 
Crick and Chaudhry (1997) states that there are several classification of motives to export, 
these are divided into broad areas such as; decision-maker characteristics, company-specific 
factors, company characteristics and ongoing export motives. Within the latter category 
company size, export involvement and export experience have great impact on the motive for 
export. Further the authors state that the key distinction is if the motives are to maintain 
existing export or to influence manager to initiate export. SME’s are motivated to export by 
different stimuli and this depends on in which stage of the internationalization process the 
company is in. (Crick & Chaudhry, 1997)  Bennett (1998) states that export is the most simple 
way for SME’s to enter a new foreign market because both the risk and the resource 
commitment are minimized. The author has further listed a number of motives for SME’s to 
start export; 
 

• Geographic expansion. 
• Lower unit costs because of increased volumes. 
• Sale and disposal of surplus abroad. 

 

Export Modes Advantages Disadvantages 

Indirect Exporting 
(e.g. export 
buying agents, 
broker or export 
management 
company) 

- Limited resources and investment 
required. 

- High degree of market diversification 
is possible as the company utilizes 
the internationalization of an 
experienced exporter. 

- Minimal risk (market and political). 
- No export experience required. 

- No control over marketing mix 
elements other than the 
product. 

- An additional domestic member 
in the distribution chain may 
add costs, leaving smaller profit 
to the producer. 

- Lack of contact with the market 
(no market knowledge 
acquired). 

- Limited product experience 
(based on commercial selling). 

   

Direct Exporting 
(e.g. distributor or 
agent) 

- Access to local market experience 
and contacts to potential customers. 

- Shorter distribution chain (compared 
to indirect exporting). 

- Market knowledge acquired. 
- More control over marketing mix 

(especially with agents). 
- Local selling support and services 

available. 

- Little control over market price 
because of tariffs and lack of 
distribution control (especially 
with distributors). 

- Some investments in sales 
organization required (contact 
from home base with distributor 
or agents). 

- Cultural difference, providing 
communication problems and 
information filtering (transaction 
cost occur). 

- Possible trade restrictions. 
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2.4 Conceptual Framework 
This section provides an overview of the relevant literature, which relates directly to our stated 
research questions. The purpose of this section is to provide the conceptualization that allows us 
as researchers to answer the stated research questions.  
 

2.4.1 Conceptualization of research question one 
The purpose of the first research question is to provide a better understanding of how the 
motives for SME’s internationalization can be described. The reviewed literature suggests a 
number of internal and external factors that influence SME’s internationalization. 
 
According to Hollensen (1998) before companies enter the internationalization process they 
have to have something or someone inside or outside the company to initiate the 
implementation of the internationalization process. Hollensen (1998) and Búrca, Fletcher and 
Brown (2004) have made classification for the motives for SME’s internationalization and 
referred to them as internal and external triggers to internationalization. We chose to 
conceptualize these factors since they were the most relevant to our study and since they 
involve a large variety of important factors.  

Table 2.3: Internal and external triggers to internationalization 
Internal Triggers External Triggers 

• Perceptive management • Market demand 

• Specific internal event • Competing companies 

• Importing as inward specialization • Trade associations 

 • Outside experts 

Source: Adapted from Hollensen, 1998, p.31 
 
Albaum, Strandskov and Duerr (1998) have divided the internal and external factors into 
proactive and reactive factors. The proactive factors refer to the company’s interest in 
exploiting new ideas and competences or the possibility of the market. Reactive factors refer 
to if the company act passively and respond to either internal or external pressure. Since this 
study only focuses on the internal factors influencing SMEs selection of entry mode we will 
only conceptualize the proactive and reactive factors that are internal to the company, these 
are the following factors:  

Table 2.4: Proactive and reactive factors for internationalization. 
 Internal 
Proactive • Managerial Urge 

• Unique Production / competences  
• Marketing Advantages 
• Economies of Scale 

Reactive • Risk Diversification 
• Extended sales of seasonal products 

Source: Adapted from Albaum, Strandskov and Duerr, 1998, p.40 

2.4.2 Conceptualization of research question two 
The purpose of the second research question is to provide a better understanding of how 
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SME’s approaches to market entry mode selection can be described. The reviewed literature 
displays different types of approaches and rules to help SME’s choose entry mode. 
 
According to Young, Hamill, Wheeler and Davies (1989) the most complex decision 
international companies faces is selecting the most effective mode of entry. Each entry mode 
selection method has its advantages and disadvantages and is influence by several sometimes 
conflicting forces. A systematic analysis of all entry mode alternatives as well as the overall 
purpose and goal is required before making the right entry mode selection. (Young, Hamill, 
Wheeler & Davies, 1989) Albaum, Strandskov and Duerr (1998) have suggested three 
different rules that can be used when selecting entry modes, these are; the naive rule, the 
pragmatic rule and the strategy rule. 

Table 2.5. Rules for selecting entry modes. 
  
Naive Companies use the same entry mode for all markets. This rule is inflexible 

since it prevents companies form exploiting their foreign market 
opportunities. 

Pragmatic Companies use one entry mode for each market but no investigation of the 
most suitable entry mode is made. Although within this rule companies do 
not investigate all entry mode alternatives so the chosen alternative might 
not be the most suitable. 

Strategy Companies compare and evaluate all entry modes alternative before 
making a decision. Comparing all the entry mode alternatives is highly 
complicated and can result in trade-off for the companies’ objectives. 

Source: Authors’ construction 
 
We chose to only conceptualize the rules for selecting entry mode since they are most relevant 
for this study. The theory is also important in order for us to receive an overall picture of how 
SME’s entry mode selection functions in reality. 
 

2.4.3 Conceptualization of research question three  
The purpose of the third and final research question is to provide a better understanding of 
how SMEs’ internal factors influence the choice of export as an entry mode. Based on our 
literature review a combination of previous research of export and the internal factors 
influencing SMEs’ entry mode selection will be used. 
 
Root (1994) states that SMEs are influenced by a number of different factors in their choice to 
start exporting, either direct or indirect. These factors can be divided into internal factors 
which is derived from influences inside the company and external factors that are derived 
from outside the company (Hollensen, 1998). This study will focus on the internal factors 
influencing the SME’s decision to start export which are the company’s size, their 
international experience and their product.  

Table 2.6: Internal factors influencing entry mode selection.  
Internal Factors 

• Company size 

• International Experience 

• Product 

Source: Authors’ construction 
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Figure 2.4 The combined elements influencing SMEs’ choice of foreign market entry modes. 
Source: Authors’ construction. 
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3. Methodology 
In this chapter the method for our data collection will be presented. Throughout the chapter 
different perspectives on research methods will be explained, along with justifications of the 
specific choices we made for our study. 
 

3.1 Research Purpose 
 
There are three classifications of research; exploratory, descriptive and explanatory. 
Exploratory research is often expressed as a hypothesis (Yin, 2003). The main purpose with 
exploratory research is to gather as much information as possible within a specific problem 
area. This means that the researchers give a comprehensive view of the problem area. (Patel & 
Davidsson, 2003) Exploratory research often deals with new or undiscovered topics, where 
little research has been done (Yin, 2003). Since the aim of exploratory research is to gain 
knowledge that will underlie further studies Patel and Davidsson (2003) state that creativity 
and wealth of ideas is very important. 
 
Descriptive research is used when there already exist a certain amount of knowledge that is 
beginning to be described in the form of models. Within descriptive research there are 
limitations to research only a few aspects of the problem area. The descriptions are thorough 
and detailed and it can be descriptions of each aspect or descriptions of relations between 
several aspects. (Patel & Davidsson, 2003) 
 
Explanatory research builds on previous knowledge and theories in order to answer the 
research questions. The researcher then formulates hypothesis that are tested empirically.  
(Patel & Davidsson, 2003) Explanatory research focuses on the reason a situation or behavior 
occurs and which cause produces which effects. In order to test the hypothesizes the research 
have to be presented so that there is no risk that anything else than what the hypothesis states 
might influence the result. (Yin, 2003) 
 
Mostly these three classifications of research; exploratory, descriptive, and explanatory are 
used separately but within larger projects all three classifications can occur (Patel & 
Davidsson, 2003).  
 
Since our purpose is to gain a better understanding of how motives and internal factors impact 
SME’s approach to foreign market entry mode selection, the research will first and foremost 
be descriptive.  
 

3.2 Research Approach 
 
When conducting research there are two different methods that can be used; qualitative and 
quantitative methods. The use of one method does not exclude the other method, in fact both 
methods can be used within the same research. The distinction between the two research 
methods are related to the treatment of data rather than the research method, the most useful 
distinction is seen in the way the data is treated analytically. (Denscomb, 1998) 
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Quantitative research methods transform the data to numbers and quantities and then 
statistical analysis is done on the gathered data. Qualitative research methods on the other 
hand is the researchers’ comprehension or interpretations of the data that stands in the 
foreground and this data can not be transformed to numbers or quantities. (Holme & Solvang, 
1997) 
 
According to Yin (2003) qualitative research is often used in relation with case studies where 
the aim is to obtain a better understanding of the stated research problem through gaining 
thorough information about the subject. Qualitative research methods is more similar to a 
everyday conversations, the method uses the interview guide only as a guide and do not try to 
influence or affect the respondent in any way (Holme & Solvang, 1997) The researchers will 
in advance have constructed questions, which give the researchers a high degree of control 
(Yin, 2003). 
 
Since the purpose of our study is to gain a better understanding of “how” motives and internal 
factors impact SME’s approach to foreign market entry mode selection, a qualitative approach 
was the most suitable in order to provide the answers.  
 

3.3 Research Strategy 
 
There are five major research strategies; experiments, surveys, archival analysis, history and 
case studies. Each of the five methods has its advantages and disadvantages depending on the 
following three conditions; (Yin, 2003) 
 

1. The type of research questions posed. 
2. The extent of control an investigator has over actual behavioral events. 
3. The degree of focus on contemporary as opposed to historical events. 

 
When the research only focuses on a few objects from several different aspects, and when the 
researchers ask “How” and “Why” questions case studies are used. Case studies are also used 
when the researchers have little control and the focus lies on contemporary phenomenon 
within real-life context. (Yin, 2003) 
 
Since our research questions ask “how”-questions and the fact that we do not require control 
over behavioral events we are able to gain a thorough understanding within our selected area 
of research and the most suitable strategy for our research was case studies.  
 

3.4 Data Collection Method 
 
Denscombe (1998) states that when a researcher are going to choose what data collection 
method to use, the researcher should choose the most appropriate method for that specific 
study and not the method that are superior over the other methods. According to Yin (2003) 
there are six different types of methods to choose from when collecting data. These are 
documentation, archival records, interviews, direct observations, participant observations, and 
physical artifacts. In table 3.3 below the strengths and weaknesses of these six methods are 
displayed. In our study we have only used documentation and face-to-face interviews, since it 
was the most appropriate methods for our study. 
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Table 3.1 Six sources of evidence 
Source of 
Evidence 

Strengths Weaknesses 

Documentation 

• Stable: can be reviewed  
      repeatedly. 
• Unobtrusive: not created as  
      a result of the case. 
• Exact: contains exact  
      names references and      
      details of an event. 
• Broad coverage: long span  
      of time, many events and     
      many settings. 

• Retrievability: can be low. 
• Biased selectivity: if  
     collection is incomplete. 
• Reporting bias: reflects  
     (unknown) bias of author. 
• Access: may be deliberately  
     blocked. 

Archival Records 
• (Same as above for  
      documentation). 
• Precise and quantitative. 

• (Same as above for  
     documentation). 
• Accessibility due to privacy  
     Reasons. 
 

Interviews 

• Targeted: Focuses directly  
      on case study topic. 
• Insightful: provides perceived  
      Casual inferences. 

• Bias due to poorly  
     constructed questionnaires. 
• Response bias 
• Inaccuracies due to poor  
     recall. 
• Reflexivity: the interviewee  
     gives what the interviewer     
     wants.  

Direct 
Observations 

• Reality: covers events in  
      real time. 
• Contextual: cover context of  
      Events. 

• Time consuming. 
• Selectivity: unless broad  
     coverage. 
• Reflexivity: event may  
     proceed differently because     
     it is being observed. 
• Cost: hours needed by  
     human observers. 

Participant 
observations 

• (Same as for direct  
      observations). 
• Insightful into inter-personal  
      behavior and motives.  

• (Same as for direct  
     observations). 
• Bias due to investigator’s  
     manipulation of events. 

Physical Artifacts • Insightful into cultural features. 
• Insightful into technical operations. 

• Selectivity. 
• Availability. 
 

Source: Adapted from Yin, 2003, p. 86 
 
If a researcher use more than one data collection method the researcher are able to gather 
different data about the same topic. This will give the researcher the benefit of seeing the 
gathered data from different angles and to understand the topic of the study better than if only 
one data collection method would have been used. Another benefit the researcher will receive 
if using triangulation is that it allows the researcher to compare the data. (Denscombe, 1998) 
 
Wiedersheim-Paul & Eriksson (1997) states that there are two categories when a researcher 
collects data. The categories are: primary, which refers to when the researcher collects data 
for a specific purpose/study and secondary which refers to data that another researcher has 
already collected for another purpose/study. 
In our study we have used face-to-face interviews as our primary data collection method since 
this gave us the opportunity to ask the right questions and gather data that are specific for our 
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study. The face-to-face interviews also gave us the opportunity to ask follow up questions 
directly. We used an interview guide as a base but it only functioned as a guideline so that the 
interview would be as comfortable and relaxed as possible and give the respondents a chance 
to influence the interview. The secondary data we have used in this study is documentation 
that consists of web pages, administrative records etc.  
 

3.5 Sample Selection 
 
We chose to perform our study on the companies Stenvalls Trä AB and B.A. Carlsson Såg & 
Hyvleri AB which both are in the wood industry. The selected companies for our study were 
based on the following criteria: 
 

• A Swedish business with base in Norrbotten and close to Luleå. 
• A small or medium sized company. 
• More than 35% of its sales are export. 

 
The first criteria we set up were that the businesses had to exist in Sweden since we have a 
limited time to do our research. We also believed that it would be easier to come in contact 
and get permission to conduct interviews with Swedish companies rather than foreign 
companies. The fact that we wanted the companies to have their base in Norrbotten and be 
close to Luleå was because it makes it possible to conduct face-to-face interviews which in 
turn would increase the validity of the research. We limited the selection of possible 
companies to SME’s because they are more likely to use export as an entry mode due to 
limited resources and lower risk. The SME’s export also had to be at least 35 percent of their 
total sales, this since our study focuses on export and the impact of internal influences. With a 
lower percentage of export we would not have been able to see patterns and draw the 
necessary conclusion for this study. 
 
There are a variety of companies of this sort in and around Luleå, the reason we choose 
Stenvalls Trä AB and B.A. Carlssons Såg & Hyvleri AB is that they both fulfill our criteria 
and were willing to participate in our study.  
 
We contacted Stenvalls Trä via telephone and were told that Folke Stenvall was the most 
suitable to interview for our study. Folke Stenvall is the CEO of Stenvalls Trä in Sikfors, 
Piteå and he was willing to take part in our interview and answer our questions. The interview 
took place at Stenvalls office in Sikfors on December 9, 2005 and lasted for about one hour. 
Folke also provided us with additional information in form of brochures concerning Stenvalls 
Trä’s history and business activities.  
 
The first contact with BAC was also made via telephone with Stefan Johansson who is BAC’s 
head of finance. At the last moment Stefan had to cancel our interview and instead we got to 
interview one of BAC’s sellers Mary Lundberg who also could provide us with the necessary 
answers to our questions. The interview took place at BAC’s office in Örarna, Luleå on 
December 7, 2005 and lasted for about one hour.  
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3.6 Data analysis 
 
According to Yin (2003) when performing a case study, it should always begin with an 
overall analytical strategy. He further states that there are three analytical strategies that a 
researcher can use when analyzing data.  
 

• Relying on theoretical propositions: The researcher develops research question from 
previous studies about the subject. The data that the researcher collects about the 
subject are then compared with the previous theories. 

• Thinking about rival explanations: The strategy is appropriate for case studies since it 
tries to define and test rival explanations.  

• Developing a case description: This analytical strategy states that the researcher 
should develop a descriptive framework in order to organize the framework.  

 
Since there are many previous studies made within our subject, we relied on theoretical 
propositions when we formed our analytical strategy.  
 
Miles and Huberman (1994) have constructed an analyzing process that contains three stages: 
 

• Data reduction: In this first stage to make it possible for the researcher to verify and 
draw conclusions, the data are reduced, focused, and organized.  

• Data display:  In the second stage, the researcher displays the reduced data to be able 
to draw conclusions and verify them. 

• Conclusion drawing and verification: In this final stage the researcher should be able 
to detect patterns, explanations, similarities etc. to be able to draw the conclusions. 

 
We also relied on Miles and Hubermans (1994) three stage analyzing process. In order for us 
to be able to perform the data reduction we performed two within-case analyses where we 
compare the data that we gathered from the two companies, Stenvalls Trä and BAC with the 
gathered previous theories. We also did a cross-case analysis where we compared the data 
gathered at the two companies and then summarized our finding in a table in order to simplify 
the display of the data. After that we drew some conclusions. 
 

3.7 Validity and Reliability 
 
Carlsson (1988) states that high validity in a data collection method is how well the method 
measures the variable it is supposed to measure. Denscombe (1998) states that “the idea of 
validity hinges around the extent to which research data and the methods for obtaining the  
data are deemed accurate, honest, and on target” (p. 241).  
 
Yin (2003) state that there are four tests to establish the quality of a research:  
 

• Construct validity: This means to construct the correct measures for the topic that are 
being studied 

• Internal validity: This means to establish a casual relationship, were certain 
relationships leads to other conditions. (This can only be used in explanatory studies) 
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• External validity: This means to establish a domain were the findings of a study can be 
generalized. 

• Reliability: this means that if a researcher conducts a study with the same method and 
procedure as an earlier researcher they should reach the same conclusions as the first 
one. The goal of reliability is to minimize errors and biases. 

  
There are many ways of increasing both the validity and the reliability. In order for us to 
increase the construct validity we used multiple sources of evidence and compared these to 
each other, so called triangulation. The sources we used were previous theories, interviews 
(face-to-face), and documentation (web pages etc.). Our study was also reviewed by a person 
that knows the subject well, this in order to see that no errors had been made. The empirical 
data were gathered from face-to-face interviews with the persons that had the most knowledge 
about the subject in the two companies. To further increase the construct validity our 
interview guide was read prior to the interviews by a person that knows the subject well. This 
in order to make sure that the questions was easy to understand and that no misunderstandings 
would occur. The construct validity might have been lowered by the fact that we first made 
our interview guide in English and then translated it into Swedish. The interviews were also 
conducted in Swedish and then translated into English. We conducted the interviews in 
Swedish since it was easier for the respondents to understand and they would not 
misunderstand the questions.  
 
The internal validity was increased since we, in this study, used pattern-making when we 
compared our gathered empirical data against each other and to the previous theories. To be 
able to increase the external validity a researcher must do multiple case studies. Even though 
we performed two case studies this is not enough to be able to generalize.   
 
The reliability in this study was increased through the use of an interview guide. Researchers 
that want to perform the same study again can use the same interview guide as a base for their 
interviews. The interview guide was also made in order for us as researchers to not influence 
the respondents with our previous knowledge and with that lower the reliability of this study. 
During the interviews a tape-recorder was used and both of us researchers took notes. This 
was done so that we were able to compare our notes against the recorded tape and so that we 
did not miss any important information. The notes were also taken if the tape-recorder would 
not function.   
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4. Empirical Data: Two Case Studies  
In this chapter the data gathered through face-to face interviews at Stenvalls Trä AB and B.A. 
Carlsson Såg & Hyvleri AB will be presented. The two following sections begin with a brief 
presentation of the companies, followed by the data presentation.  

 
The data for these case studies were collected through face-to-face interviews. At Stenvalls 
Trä AB we interviewed the CEO Folke Stenvall and at BAC we interviewed Mary Lundberg, 
who works within sales. Folke Stenvall has worked over 30 years within Stenvalls and has 
worked his way up to become the CEO, he has had a lot of different positions, everything 
from truck driver to sales man, operator of the machines, mechanic, etc. This since Stenvalls 
is a family company and therefore as he states himself, he has tried almost all positions in the 
company. Mary Lundberg has technical background as a civil engineer but has always wanted 
to work within sales, which also is the only position she has had in BAC during her ten years 
within the company. 
 

4.1 Stenvalls Trä AB 
 
Stenvalls Trä AB was founded in 1947 by Elof Stenvall and his brother. In 1955 Elof Stenvall 
took over the sole responsibility for the company. The company first produced sledges for 
timber transport. However the company grew very fast and Stenvalls expanded their business 
to also produce skies, kitchen fixtures, doors, and windows.  
 
In order for Stenvalls to be able to supply themselves with raw material for their products, 
they started their own sawmill. In 1983 the company abandon their production of specific 
products and became exclusively a sawmill.  
 
Today the company is managed and owned by Elof Stenvalls three children; Anna Fink, Sven 
Stenvall and Folke Stenvall. The company is located in Sikfors outside Piteå were the 
company has its primary production facility, and in Luleå where the company has a small 
production facility and retail sales. Today’s effective and flexible production is due to the 
large and well-planned investments that were made before within Stenvalls.    
 
Stenvalls has today approximately 100 employees, and their main products are refined 
wooden products for furniture-, window-, and the building industry, and also sawdust and 
pellets. The company’s total annual sales are 380 million SEK and 70 percent of this comes 
from sales to foreign markets. Stenvalls main competitors are companies that produce 
substitutes for their products, such as aluminum- and PVC windows, particle boards and MDF 
boards, and steal and concrete.  
 
 
Stenvalls goes international: Motives  
 
The main reason Stenvalls went international was due to the markets and customers demand 
for their products. The company got direct inquires from foreign companies which led 
Stenvalls into the international market. This began about 40 years ago and in the middle of the 
1960’s Stenvalls entered the international market. The first markets the company entered were 
Norway, Denmark, Italy and England. Today the company operates in Norway Denmark, 
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England, Greece, Cyprus and they are also involved in international business in Italy, Spain, 
Japan, Morocco and Egypt but these markets only represents a small amount of Stenvalls 
export, about five percent. The reason Stenvalls began exporting to these countries was 
because of the demand of certain qualities that are only to be found in northern Scandinavia. It 
is a long tradition that certain markets demand wood from northern Sweden and Finland, 
foremost to the window- and furniture industry.     
 
For Stenvalls, along with the importance of having a perceptive management it is just as 
important to have perceptive sales personnel that visits the customers and are able to see the 
potential business opportunities. According to Stenvalls, it is highly significant to have good 
market knowledge, educated and skillful personnel as well as the right technology in order to 
succeed on the foreign market. Stenvalls make sure to hire the right personnel as well as 
agents to be able to produce what the market and customers demands. It is important to have 
both good sales personnel who meet with the customers as well as a management who 
understands the information that the sales personnel returns with. The respondent explains 
that since he has had almost all of the positions in the company and being in his position as 
the CEO today increases his understanding for the sales personnel and the information they 
return with. Since Stenvalls do not engage much in import they cannot see the connection 
between effective imports and successful exports for Stenvalls. Neither can they relate to any 
special internal events that can function as motives for their internationalization. 
 
The direct inquires from foreign markets have for Stenvalls been the largest motivator to go 
international. The northern Scandinavian wooden products have traditionally always been of 
high quality and therefore the high demand for these products led Stenvalls into the 
international market. Stenvalls do not recognize competing companies as a motive for 
internationalization, and they do not look at other companies as competitors, they instead 
consider other materials as competitors to their wooden products. The main material 
competitors for Stenvalls is aluminum- and PVC windows, particle boards and MDF boards, 
as well as steal and concrete for the construction industry. Stenvalls are not involved in any 
trade associations but off course certain trends can be seen at the market, and they look at how 
other companies act and then consider how to best implement this strategy to their own 
foreign activities. Outside help comes from the cooperation with foreign agents who help 
Stenvalls with finding potential foreign customers.  
 
Another driving force to internationalization is the drive to make money. The opportunities to 
sell products and receive high profit works as motivators to international business. Every year 
Stenvalls look for new business opportunities and the company also receives inquires that 
they carefully consider. The criteria they are most concerned with is if the volume is large 
enough and how large the costs will be. Stenvalls are reluctant to trade their already existing 
profitable customers for new unknown customers since the company does not have enough 
resources to deliver to all customers.  The company has thorough evaluations of the potential 
customers and in order to select the right customers, they have to consider both the risk and 
the conflicts that might arise. Stenvalls also emphasizes the importance of nurture the 
relationship with their already existing customers which are profitable for the company.   
 
The proactive factor that Stenvalls can relate to the most is the managerial urge but the 
respondent also adds to this factor the urge of the company’s sellers. A company can not send 
a seller that is not enthusiastic for selling to a market and who is not alert and can spot new 
business opportunities. This is why Stenvalls have focused much on agents together with their 
own sellers, another reason was that the information of the market and the customers now 
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reaches Stenvalls directly. Within the former structure, with both Swedish and foreign agents 
this was not the case, Stenvalls felt that the company missed out on a lot of valuable 
information. A seller has to have the ability to not only sell today but also tomorrow, next 
week and even the next year. The seller must also be able to listen to the customer’s needs and 
demands. Not to forget, the management has to have the ability to fully understand the 
valuable knowledge the seller’s possesses and the valuable information they bring back to the 
company concerning their customers. 
 
Unique products influence Stenvalls internationalization since they are forced to have unique 
products due to the long distance to the foreign markets. Stenvalls have to refine and redefine 
their wooden products in order to lower their transportation costs and to be able to compete 
with other countries products.  
 
Specific knowledge and information that Stenvalls receives from their own sellers about their 
customers wants and demands give Stenvalls advantages over their competitors. They can 
through this develop their products and marketing activities in order to match the markets 
demands.  
 
Economies of scale is not applicable in the wood industry, this since the industry is highly 
dependent on the costs of raw material, the shortage of raw material and the high competition. 
As an example, if Stenvalls would double their production today or even in a year, the costs of 
the raw material would increase significant although the production costs might be lowered. 
The lowered production costs would in this case not matter since the increase in the costs of 
raw material would be much higher.  
 
It is important as well as an advantage to divide the market into several different markets in 
order to spread the risk. If Stenvalls enters and sell to several different countries and markets 
they can easily change the product mix if the demand of their product would increase or 
decrease in any of the countries or markets. In these cases Stenvalls can chose to either 
increase or decrease the product mix on the specific market but it is important to note that the 
demand of the product can change over time.    
 
Stenvalls is affected by increase sales of seasonal products, and their peak of the season in 
Sweden is between May and September. During this season the sawmill is working at its 
fullest capacity and the demand of Stenvalls products is very high. During the low seasons in 
Sweden, Stenvalls turn to other markets to get their assortment sold.   
 
 
Stenvalls approaches to foreign market entry 
 
Stenvalls use their own sellers and agents to enter new foreign markets. The former traditional 
structure of the entry mode selection was that a company had contact with Swedish agents 
which in turn had contact with foreign agents. The foreign agents were then in contact with 
foreign importers who sold the product further to a wholesaler. Stenvalls abandoned this 
mode of entry about fifteen years ago because of the lack of information from the Swedish 
agents. Today Stenvalls only work with their own sellers and foreign agents who work 
directly towards the end customers. This led to a higher degree of international involvement 
since the company due to the changes of agents receives more information and therefore dare 
to put more resources into the foreign markets. The most important factors for Stenvalls 
international development are that their own sellers have to have a good and close relationship 
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with the foreign agents and that the agents have good knowledge about the culture and the 
market. Stenvalls gradually develop their international engagement over time, and this is a 
constantly ongoing process within the company. The change of entry mode has forced 
Stenvalls to change many agents since many of them only worked with one importer. 
Unfortunately they have not succeeded with this change in all markets because the traditional 
manner of selecting entry mode is well ingrained. For Stenvalls to succeed on the foreign 
market, own good sellers and foreign agents who know the culture and have good market 
knowledge are demanded. Stenvalls sellers are also educated within the company within sales 
and the company’s business concept in order to best be able to represent Stenvalls abroad.  
 
During business trips where representatives from Stenvalls met with agents and customers the 
company realized the prerequisites to the selection of entry mode. Stenvalls saw the business 
opportunities that existed on certain foreign markets and learned how the customers wanted to 
be received and on the basis of this they made their selection of entry mode.   
 
Stenvalls does not use the same entry mode for all markets, they use different types of export 
entry modes and the difference lies in the use of agents. The company started to change the 
type of agents into only working with foreign agents for about fifteen years ago. This change 
has not been successful in all countries due to strong traditions and the fact that the old former 
structure is well ingrained. Stenvalls also evaluated and chose the most appropriate entry 
mode not only for themselves but also for their customers and different markets. Stenvalls 
strategy comes from the company objectives and is shown in their business concept. The 
business concept is the base from which the company acts when making strategic choices of 
which markets to work with and how the company should enter these markets. The 
respondent states that Stenvalls have a clear strategy which is; “Stenvalls has a keen 
awareness and understanding of customer requirements and problems to create added value 
together with its customers. We put the solution into context”.  

 
 

Internal factors and Stenvalls entry mode selection 
 
The largest part of Stenvalls export is direct export of refined wooden products. The 
advantages with export are the awareness of the tough global competition. The higher degree 
of competition that export brings forces Stenvalls to be more effective and strive for 
becoming better and better for each day. The response that Stenvalls get while traveling 
abroad is that Sweden is a small country and there are few foreigners that are aware of the 
Swedish market. Another advantage with export is that it spread the risks through selling to 
many different and independent markets. As an example, if the English market would have a 
decrease in demand it is easy to change the product mix in England or for Stenvalls to turn to 
other countries or markets in order to sell their products.     
 
Stenvalls do not recognize any direct disadvantages with export but admits that the long 
distance to the markets give the company lack of control. This is solved within Stenvalls 
through securing contracts, they do not send the products unless they receive reinsurance of 
payment from the customer. As an example, collecting an unpaid claim in Morocco is 
difficult because of the distance and the lack of cultural and market knowledge. This makes 
the reinsurance of payment necessary for Stenvalls in order to succeed with their exports. The 
long distance also means longer transports which in turn leads to higher transportation costs 
this since Stenvalls is located in the northern part of Sweden.   
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According to Stenvalls, the larger the company is the more risk are they willing and able to 
take. Therefore Stenvalls resources have a great influence on the degree of their international 
involvement. Smaller companies do not have the same prerequisites due to smaller amount of 
resources, therefore their degree of international involvement becomes limited. A company’s 
earlier international experience can also influence the choice of export as an entry mode. 
Stenvalls look at and evaluate how other companies have entered new foreign markets as well 
as how they themselves have entered other markets in order to make a successful entry and 
avoid making mistakes that are done before and by other companies. 
 
The product as an internal factor influencing the choice of export as an entry mode is a highly 
important factor. Stenvalls do not have a standardized product, this because they would not be 
able to survive on the market with standardized products. This, due to the long distance to the 
foreign markets and the high transportation costs that follows. The advantages of making 
many business trips abroad are that the company gain awareness of the global competition 
and have the possibility to see other countries companies’ business strategy and compare it to 
its own. This gives Stenvalls knowledge and valuable information on how they can develop 
their own strategy abroad. Due to the global competition Stenvalls is forced to redefine their 
product more and more because it lowers the transportation costs with about 25-30 percent 
Since Stenvalls is located far from their foreign markets they have higher transportation cost 
than other competing companies, which make the redefining of their wooden products 
necessary.  
 
The factors that have changed over time are the structure of entry mode. The former structure 
involved traditionally within Sweden and the wood industry both a Swedish agent and a 
foreign agent. The foreign agent mediated businesses to importers and the importers then sold 
the products to a wholesaler which in turn sold the product to the end customers. This has 
now changed and Stenvalls only work with foreign agents and their own sellers to each 
foreign market. The agents Stenvalls has chosen work directly towards the end consumers 
which give Stenvalls the right information and market knowledge, which they did not receive 
before. Stenvalls were among the first companies in Sweden that changed their structure of 
entry modes, this took place fifteen years ago, long before most other companies. 
 

4.2 B.A. Carlsson Såg & Hyvleri AB 
 
B.A. Carlsson Såg & Hyvleri AB (BAC) was established in 1944 by the brothers Allan and 
Elof Carlsson from Örarna, outside Luleå. In 1948 Allan took over the business and 
established by coincidence the first international contacts, when he went to Finland to buy a 
consignment of timber he got in contact with an agent from Expeedo Trading.  
 
Over time the sawmill expanded and developed from purely being a sawmill into a qualified 
wood-refining factory. During the 1990’s BAC made large investment in a new sawmill, 
expansion and other improvements. Under a four year period BAC laid efforts on renewal and 
making the business more effective, these efforts was part of an investment program worth 
over 100 millions SEK. Unfortunately, in the beginning of the 1990’s due to the real estates- 
and bank-crashes the construction business collapsed and the market in Norrbotten and the 
rest of Sweden shrunked fast with more than half the market. This forced the present CEO to 
strengthen the marketing efforts and turn the attention to the international market and find 
new customers.  
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Today, BAC is led by Dan Bergman who has been the CEO since 2003. The company’s 
business concept is to be a sawmill that produces products adjusted for the joinery- and 
construction industry in Europe. BAC wants to satisfy their customers’ high demand on 
product quality, availability and delivery safety. Today BAC has 45 employees working 
within the company. 
 
BAC’s main products are planed wooden products, furniture and joinery parts and roof 
hatches, and within the latter product area BAC is market leading. The customer segments 
that BAC do business with is house-, door-, window-, furniture- and construction component 
producers as well as construction wholesalers. Last year BAC’s total annual sale was 
approximately 160 millions SEK, and about 50 percent of this was from export. The 
company’s main competitors are other sawmills both in Sweden and abroad.  
 
 
BAC goes international: Motives 
 
The main reason BAC went international was to spread their risks and not only depend on the 
success or failure of the Swedish market. Another factor was that BAC had a large variety of 
products and qualities and the fact that certain markets have greater demand than others on a 
specific quality and type of product. The products that are not demanded and sold on the 
Swedish market can instead be sold to other countries where the demand is different.  
 
Since the beginning of the 1960’s BAC have been active on the international market. The first 
country the company entered was England and today they export to eight other countries 
besides England, and these are; Denmark, Norway, Italy, Spain, Germany, Morocco, Egypt 
and Saudi Arabia. BAC also engages in small scale imports, they import small amounts of 
timber from Finland and Russia. 
 
According to BAC when the demand on the domestic market decreases it leads to incentives 
for the management to be perceptive and search for other customers via for example special 
internal events. While searching for new ways to sell the products companies might discover 
new and exciting business opportunities which they have not thought of before and consider 
adopting them.  
 
Market demand as a motivator is explained through BAC receiving inquires mostly from 
agents. As an example an agent in England can make an inquiry to BAC for a customers 
account. Depending on the customers demands and what BAC are able deliver, an offer can 
be submitted and sent to the customer via the agent. Another important factor is to be aware 
of the competitors, what they do and how they do to succeed. Before entering a new country 
or a specific foreign market BAC look at how other companies have done when entering that 
specific market and how they have succeeded with certain products on those markets. BAC 
looks at the procedure of other companies’ entry strategy, if the entry strategy has been 
successful and if the procedure is applicable to BAC they will try to adopt the procedure.   
 
Outside experts such as the Swedish Trade Council can assist with advice and help for BAC 
before entering a new foreign market. The type of outside experts that BAC mostly uses is 
larger wood product agents which are familiar with his/hers own country, what is consumed 
and how to best enter that market. For example when BAC thought about entering Holland, 
they contacted one of the largest Dutch agencies and asked about the consumer pattern in 
Holland. BAC chose to not enter Holland due to their low prices, it would not have been 
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profitable to export their products all the way from Northern Sweden to Holland. Another 
factor was that the Dutch with their demand at the time being, chose to import from the Baltic 
States instead of paying more for BAC’s better quality products.   
 
BAC do not have any specific future plans of entering new foreign markets but as the 
respondent stated; ”We keep all doors open”, if BAC will come across some attractive 
markets and interesting opportunities they are more than willing to engage in these business 
activities.  The management of BAC has a large impact on the company’s internationalization 
and the choice of entry mode. The impact is explained through if a manager is working as a 
driving force and encourage the employees or if they act restrained and hold back the 
employees. BAC’s management is as earlier stated not against further expansion abroad and if 
the right opportunity arises they will surely consider it. 
 
BAC has one part of their product line, roof hatches, that is unique in its area and with this 
product BAC is market leading in Sweden. This product is already certified in Sweden and 
BAC is at the moment trying to get the product approved by the government’s research 
station. If BAC would receive this certificate they have the possibility to get the product 
mutually approved in for example Denmark. However before this second certificate BAC can 
not go further with this product and enter new markets which means a great loss of potential 
customers, since having a unique product on the international market gives advantages within 
price setting which in turn can lead to large profits. 
 
Advantages in marketing such as acquiring certain knowledge about specific markets have 
given BAC competitive advantages. It can be good to compare your company with other 
companies marketing activities and hopefully not do the same mistake as others have done. 
 
BAC could not relate to economies of scale, this since they as a company is too small and also 
because they are dependent on the accesses on raw material, which for BAC is a limiting 
factor. This since BAC does not own any own forest and have to buy all their forest gods and 
since it is limited, it will also limit BAC’s production. Economies of scale concerning choice 
of entry mode have therefore more impact on lager companies according to BAC. 
 
BAC strives for minimizing the risk in order to not face any major downswing in the 
economy. The company reduces the risk through entering several different markets and 
demand credit insurance from their customers or makes them pay in advance. 
 
BAC is to some extent influenced by the selling of seasonal products this through their 
subsidiary Ångsågen which is a department store for wood products. Ångsågen have their 
peak of the season between May and September and during this time the production is 
maximized. However during the low season BAC chose to not plane the wood, instead they 
sell the wood as a sawed product to someone else within Sweden or abroad to other countries.  
 
 
BAC’s  approaches to foreign market entry 
 
Since BAC is a small sized company the choice of entry mode to foreign markets was the 
simplest entry mode; export. Due to BAC’s size they always try to find an agent on the 
foreign market to help them find new potential customers. Export as choice of entry mode 
was also based on the fact that it is the cheapest way to engage in international business. In 
order to gain the relevant information needed before deciding upon the right entry mode for 
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entering new foreign markets BAC contacted colleagues and others in the same line of 
business to get advice on how to act and what products to sell. Then they would approach the 
target market, first via an agent or a foreign importer, contacting the customer directly is fairly 
rare. BAC is too small to have their own sales office abroad, this is more suited for larger 
companies.  
 
The selection of entry mode to a new foreign market starts with the contact between BAC and 
agents in the target market. Often the agents want to do a check up on the company it is doing 
business with, they look for what type of company it is and how it keeps its deliveries. In the 
beginning of a relationship with an agent they do check ups, then they might introduce you to 
a customer or give out a small assignment. If this first contact works out well and the demand 
for the products still exist the existing relationship with the agent will develop and this might 
result in the company becoming a larger supplier and receiving more customers. The first 
customer the agent introduces a company to is one he/she have a very good relationship and 
contact with and that he/she is not afraid to introduce to new products or suppliers. The agent 
will persuade the customer to try one or a few deliveries and if this works out well it will 
continue on with more and larger deliveries. Due to the fact that you start out in a small scale 
it can take a couple of years before the company gains a larger volume of export. BAC 
recognizes the connection between company objectives and risk as well as the conflicts that 
might arise.  
 
When BAC meets with potential and interesting foreign customers that are in need of BAC’s 
products, a problem can arise. The problem lies in that the demand of the foreign customer’s 
product is not high at the moment and a credit insurance is not possible although BAC might 
believe that the demand of the customers’ product will increase in the near future. The 
problem is due to BAC’s policy of credit insurance or that the customers have to pay in 
advance, although BAC might see large potential in the customer they will not take the risk. 
Another example could be if BAC has a large surplus of a certain product and they have a 
potential customer that offers to buy a certain amount of that product. If this customer cannot 
be credit insured the conflict arises if you should keep or deliver the products. Since BAC has 
their policy concerning credit insurance they will have to refuse the offer.   
    
BAC strives for minimizing the risks as much as possible in order to avoid major 
downswings. Minimizing the risks is also a highly significant question for the agents or 
foreign importers in order to guarantee their customers good contracts and service 
agreements. BAC reduces the risk through only contacting customers that they can credit 
insure or that can pay in advance, this because although the market is full of potential 
customers some of them might for some reason be economically unstable and not be able to 
follow through the deals. Credit insurance is within BAC a policy that they are strictly bound 
to, and since BAC is a small sized company the risk of not following the policy is not worth 
taking.   
 
BAC's strategy for selecting entry mode is to select the entry mode that will minimize the 
costs the most. Their main strategy is to contact an agent or foreign importer since they know 
the country and its culture, they also know how foreigners act, what they demand and what 
they need help with. Before making a business trip abroad to for example Morocco BAC can 
ask the agent for advice on how to act, dress etc.  
 
On all markets BAC has entered they have selected export as an entry method. BAC is too 
small to have their own representation abroad, therefore they are forced to solve their export 
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through agents or foreign importers. Direct contact with customer are very rare for BAC but if 
they would be directly contacted by a customer that satisfy their policies they would off 
course take on the order. For example if a customer from Norway or Denmark have seen 
BAC’s products it is okay for them to directly contact BAC for an order. BAC however do 
not actively contact the customers directly, due to their small size they do not have the 
organization for searching and contacting customers directly.  
 
 
The influence of internal factors in shaping BAC’s  export entry mode. 
 
BAC only engages in indirect export, and export to customers abroad via an agent or foreign 
importer. BAC delivers their products directly to the customers but it is the agent that is 
BAC’s first contact abroad. BAC has to be able to fully trust the agent in order to have a 
strong and successful cooperation. When visiting customers abroad, which is usually done 
once a year, the representative for BAC travels with an agent, therefore the relationship with 
the agent is highly important for BAC. It is important to note that this relationship do not end 
when the agent finds BAC a customer. 
 
The advantages with export are for BAC to be able to spread their risk. According to the 
respondent it is important to not “gather all the eggs in one basket”, spreading the risks helps 
securing the profits for BAC and to sell as much as possible. The respondent explained 
through a metaphor how the wood industry works. She explained the industry as a butchery 
where you have a log that you fillets into different planks and boards and where some of them 
are like fillet of beef, everybody wants it but it has limited supplies. There are also the less 
attractive parts of the meat that nobody really wants and that you have to sell off cheap. This 
is the main problem within the wood industry, it might only be half the assortment that is 
really attractive to the global market. The other half of the assortment is not as attractive and 
as a company you have to work hard to be able to get it sold. BAC and other companies in 
their line of business do not as most others take several part and turn it into a specific product, 
instead they do the opposite, they take a log and make several different products from it, some 
of it is easier to sell than other. The possibility lies in converting the products that are harder 
to sell into something else or put in more efforts into selling the products.   
 
The main disadvantages of exporting for BAC is the long distance to the market but BAC 
have protected themselves for this long distance through their credit insurance policy. BAC 
has turned to a credit insurance company which offers to do credit checks on companies in 
return for payment. These credit checks can sometimes offend customers because it questions 
the customer’s credit credibility. However this is the strategy BAC have chosen and if a 
company cannot be credit insured they will not do business with BAC, this in order to reduce 
the risks. Even though BAC has a large distance to their foreign markets today’s technology 
and transports are highly developed and they always have the possibility to visit, talk on the 
phone or have contact via e-mail. Still, BAC emphasizes that even though we have a high 
developed technology and transport today, it cannot be compared with the daily visits as if the 
customer only was five kilometers away. Although BAC might want to visit their customers 
every day or every week they cannot because of the lack of time and money.       
 
If BAC had been a larger company with more resources they would have more possibilities 
when engaging in the international market. BAC further emphasizes that a larger company 
have greater possibilities since they have larger resources and they have more people that can 
work actively with the international engagement then smaller companies have. If BAC would 
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have been a larger company then they is today, they might have chosen to enter foreign 
markets in a different way than they have. In a larger company there is greater knowledge 
inside the organization then within a smaller company, therefore the larger company’s might 
not have chosen to work with agents in the same way as BAC does today. 
 
When BAC enters new foreign markets they look at and evaluate how they went into other 
foreign markets. BAC evaluates if it is possible to enter into a new foreign market in the same 
way that has been used before.  
 
BAC cannot set the prices on their ordinary products as they want to, the prices are set after 
the market prices. BAC cannot differ from these prices if they want to sell their products. 
However with their product roof hatches they are market leading and the fact that the product 
is specific and unique does put BAC in another position when setting the price. With this 
specific product BAC can set their own prices, of course within certain frames. BAC has a 
few competitors to this product, but the competitors are not as large as BAC and therefore 
they gain a greater freedom when setting the price for this product.  
 
Other internal factors that influence the choice of export as an entry mode on new markets for 
BAC are personal contacts. An example would be if a company are at a trade fair and by 
coincidence meet other persons from other company’s that they personally gets a good contact 
with and that get interested in the products that BAC offers. It is very rare that this scenario 
occurs but if it does and the trust and connection is mutual this is very important. However it 
can also be the opposite that no trust or connection is found between the parties but in that 
case no further contact is made. This is not a strategy within BAC but it is a factor that cannot 
be overlooked since it is very important with good personal contacts 
 
The one thing that has changed over time is economies of scale. What has happened, is that 
large companies buy several smaller companies which means the large companies on the 
market is increasing. For BAC this means that they have fewer companies as customers to 
chose from and the companies becomes fewer but larger. The new larger companies looks for 
one large supplier which can satisfy all of their needs, in order to simplify the process. For 
BAC this means that their selection of customers’ decreases although they still have 
customers left more suitable for BAC’s size they get fewer and the trend is that they are 
bought by larger companies.  
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5. Data  Analysis 
According to Miles and Huberman (1994) the data analysis consists of three parts, data 
reduction, data display, and conclusion drawing. We will begin by using within case analysis 
to reduce our data and compare it to prior theories for both companies. Then we will do a 
cross-case analysis in order to compare the data between the two companies. To simplify the 
data for the two companies we will display it in a table and show the comparison with the 
theories we stated in our conceptual framework. The drawn conclusions will be presented in 
the final chapter. 
 

5.1 Within-case Analysis – Stenvalls Trä AB 
 
Stenvalls goes international: Motives  
 
Hollensen (1998) states that before a company enters the international market it have to have 
something or someone inside or outside the company to initiate the implementation of the 
internationalization process. The main reason why Stenvalls entered the international market 
was the foreign markets increased demand of their products. Customers also came to 
Stenvalls with direct inquires for their products. Another reason why Stenvalls engaged in the 
international market was the demand of certain qualities that only can be found in the northern 
part of Scandinavia. Certain markets traditionally demands wooden products from northern 
Sweden and Finland, this mostly to the window- and furniture industry.   
 
Certain classification for the motives for SME’s internationalization has been developed by 
Hollensen (1998) and Búrca, Fletcher and Brown (2004) and is referred to as internal and 
external triggers to internationalization. According to Hollensen (1998) perceptive managers 
have to be aware of the possible opportunities that internationalization can give the company. 
The author further states that through visiting other countries, managers can discover new 
business opportunities (ibid). Stenvalls agrees with the stated theories but adds and 
emphasizes that it is equally important to have perceptive sales personnel. It is the sales 
personnel that travels abroad and have direct contact with the customers and due to this the 
sales personnel must be able to see the business opportunities that can arise on the market. For 
Stenvalls it is important to hire the right personnel that are well educated, skillful and willing 
to work within the company spirit. Stenvalls have to have skilful sales personnel that meet 
with the customers and understand their needs and demands as well as having a management 
that fully understand the information that the sales personnel bring back to the company.  
 
A specific event can according to Hollensen (1998) work as a trigger for a company to enter a 
new market this can be for example overproduction or reduction in the domestic market. The 
author further suggests that the connection between inward internationalization (import) and 
outward internationalization (export) can function as an international internal trigger for 
companies. This means that a company’s import activities can determine successful export 
activities especially in the beginning of the internationalization process. (ibid) Stenvalls 
cannot relate to these internal factors since they are dependent on the external market and the 
customer’s demands rather than specific events internal to the company. Stenvalls do not have 
any significant amount of import, due to this they cannot see the connection between the 
import and export activities as a trigger for internationalization.  
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The theory further states that the growth of the international market can create a demand for 
certain products which can pull companies into the internationalization process (Hollensen, 
1998). A shrinking domestic market or a need for a larger customer base can also function as 
an external trigger to enter the international market. Foreign markets can also offer higher 
profit opportunities than the domestic market. (Búrca, Fletcher & Brown, 2004) The main 
external trigger for Stenvalls to go international is direct inquires from customers. Stenvalls 
unique quality of their wooden products has traditionally always had a large market demand 
and due to the direct inquires from foreign customers Stenvalls entered the international 
market.  
 
According to Hollensen (1998) if managers within an SME receive information regarding that 
competitors within the same line of business values a specific market high, it will function as 
a trigger to internationalization. Another aspect is that foreign competitors can enter the 
domestic market and offer better products to lower prices (Hollensen, 1998). Stenvalls do not 
agree with this theory because they do not consider other companies as competitors, they 
instead consider other materials as competitors to their wooden products. For example the 
main material competitors for Stenvalls are aluminum- and PVC windows, particle boards and 
MDF boards as well as steel and concrete.  
 
Another example of external triggers influencing company’s decision to go international is the 
formal and informal meetings, for example trade associations or conventions. SMEs have a 
trend of evaluating other companies experience on the international market and making their 
decision based on those experiences. (Hollensen, 1998) Stenvalls is not involved in any trade 
associations but they follow the evolving market trends and consider how other companies act 
successfully on foreign markets and if possible they implement the same strategy as those 
companies.  
 
Hollensen (1998) states that there are several different sources of outside expertise available 
for a company in order to support the company’s internationalization. Stenvalls uses outside 
help in form of foreign agents that help them find and get in contact with new potential 
customers.  
 
The factor that Stenvalls added to this theory is that a significant drive to go international for 
them is to make money. One of the main motivators to go international for Stenvalls was the 
opportunities to sell more products and receive high profits. Stenvalls annually search for new 
business opportunities and the company also receive direct inquires from certain markets. All 
these opportunities are carefully considered, and the criteria most important for Stenvalls are 
that the demanded volume is large enough and how large the costs will be. Stenvalls are 
unwilling to trade their already existing customers for new and unknown, this since they at the 
moment do not have enough resources to deliver to all potential customers.  
 
Stewart and McAuley (1999) state that the factors influencing a company’s 
internationalization can first be divided into internal and external factors, and then separated 
into proactive and reactive factors. The proactive factors are the company’s motivation to try 
to change their strategy and this is based on their interest in exploiting their unique 
competences or market opportunities. The reactive factors are how well the company answers 
to pressures or threat against the company by acting passively and changing their activities 
over time. According to Albaum, Strandskov, and Duerr (1998) the management’s desire, 
drive enthusiasm, and commitment towards exporting is referred to as managerial urge. The 
decision makers’ perception of the foreign market, the expectations of these markets, and the 
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perceptions of the company’s ability to enter these markets influence the decision of entering 
a new foreign market. It has also been shown that if the decision maker has a positive attitude 
towards a specific market it is more likely that a company is going to succeed on that specific 
market, than if the decision maker has a negative attitude towards the market. (ibid) Stenvalls 
can relate to this factor but for them it is equally important with the urge of the company’s 
sellers. The sellers have to be enthusiastic about selling to new markets and be able to detect 
new ideas and business opportunities. Therefore Stenvalls have focused more on working 
with foreign agents and their own sellers than before, this to be able to directly receive as 
much information about the foreign markets and customers as possible. The sellers must have 
the ability to sell, not only today but also in the future, they also have to be able to listen to the 
customers to understand their needs and demands. Still even though it is important for 
Stenvalls to have good sellers, the management must also be able to fully understand the 
knowledge of the sellers and the valuable information they bring back to the company. 
 
It is easier for a company to enter a new foreign market if they have a unique product or 
competence. If a company has these unique product or competence they are more likely to 
receive direct inquires from a foreign market then other companies that do not have them. 
(Albaum, Strandskov, & Duerr 1998) Hollensen (1998) states that since the costs of 
exploiting new unique products in foreign markets is very low the possibility of spreading 
these products into new markets is very high. The company must also before they enter a new 
market consider for how long the product will stay unique, this since with today’s technology 
the product can more easily be copied by other companies. (ibid) Unique products are 
essential for Stenvalls to have in order for them to survive on the foreign markets. This 
because of the long distance Stenvalls have to the international market. If Stenvalls would not 
have had this unique product they would not have been able to enter the new foreign markets 
since the costs would have exceeded the profits and the demand for their products would have 
been lower. 
 
The advantage of specialized marketing knowledge or access to specific information a 
company has over its competitors will influence the company’s internationalization. This 
because the company will receive a competitive marketing advantage and this can function as 
an entry barrier for their competitors into entering new foreign markets. (Albaum, Strandskov, 
Duerr, 1998) It is important for Stenvalls to receive information about their customers wants 
and demands from their sellers to gain an advantage over their competitors. Through 
receiving the information and knowledge Stenvalls can further develop their products in order 
to gain a greater advantage and better satisfying the needs and demands from their customers 
and the market. 
 
The entering of new markets creates economies of scale according to Hollensen (1998) since 
the production will increase and the production cost will decrease, both for the foreign as well 
as the domestic market. According to Albaum, Strandskov, and Duerr (1998) the fixed costs 
can be spread out over more different units when a company enters new foreign markets then 
if the company stays only on the domestic market. One advantage a company gains from 
economies of scale is that it becomes more competitive on the foreign markets due to the 
lower costs (Albaum, Strandskov, and Duerr 1998). Stenvalls cannot relate to this factor 
because it is not applicable in the wood industry and since they are highly dependent on the 
costs of the raw material, the fact that the supply of raw material is very limited and the high 
competition. Even if Stenvalls would be able to double their production and in that way lower 
their production cost, the cost of the raw material would be much higher then the profits the 
company would gain. 
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A company that enters and do business with foreign markets face lower risk than companies 
that only do business with their domestic market. This since different markets often do not 
face economic downswings at the same period of time, and if the sales decline in one market 
it might go better in another. (Albaum, Strandskov, Duerr, 1998) Stenvalls agrees to this 
factor because the company see it as important as well as an advantage to spread their risks by 
dividing their markets into several different markets. The company believes that if the 
demand for their product decreases in one market they can easily change their product mix 
and lower their sales to that specific market and try to increase it to another market instead. 
Stenvalls emphasizes the fact that the demand for products can change fast over time and 
therefore they have to constantly evaluate the markets and its demand.   
 
Hollensen (1998) states that it is a strong incentive for companies that have products that are 
dependent on the seasons to enter other markets, since different markets can different 
demands of a product in different periods in time. Albaum, Strandskov, and Duerr (1998) 
states that there are two main reasons why this function as an incentive for a company’s 
internationalization, it will reduce fluctuations in the product life cycle and the continued 
growth and profitability are more secured especially if the domestic market becomes eroded. 
There will be more balance in the production during the year and there will be a more balance 
and increase in stability of sales if a company with season dependent products sells to markets 
where the seasons are opposite compared to the domestic market. (Albaum, Strandskov & 
Duerr, 1998) Stenvalls is affected by this factor since the company has its peak of the season 
between May and September. This is the season when the sawmill is working at its fullest 
capacity and when the products Stenvalls produces are demanded the most.    
  
 
Stenvalls approaches to foreign market entry  
 
Selecting the most effective entry mode is for an international company one of the most 
complex decisions they have to make. There are both advantages and disadvantages with each 
type of entry mode and this makes the selection of strategy highly influenced by a range of 
sometimes conflicting forces. Because of this, companies might be forced to do certain trade-
offs between for example cost, risk and extent of control. (Young, Hamill, Wheeler & Davies, 
1989) When Stenvalls enter new markets they have chosen to work with their own sellers and 
foreign agents who works directly towards the end customers. In order to succeed on the 
foreign markets, Stenvalls must have own sellers and foreign agents who have good market 
and cultural knowledge. The sellers within Stenvalls are well educated both within sales and 
Stenvalls business concept in order to best be able to represent the company. Stenvalls 
realized the prerequisites of selecting the right entry mode after representatives from the 
company had met with foreign agents and customers. The market entry mode selection was 
made on the basis on the foreign markets existing opportunities and the demand from the 
foreign markets.  
 
According to Albaum, Strandskov and Duerr (1998) a company that adopts the naive rule uses 
the same entry mode for all foreign markets. The naive rule is inflexible since it prevents 
companies from exploiting their foreign market opportunities and since the rule ignores the 
individual foreign market entry modes heterogeneity (ibid). Stenvalls do not use the naive 
rule, this because Stenvalls uses different types of export as entry modes. Traditionally 
Stenvalls worked with both Swedish and foreign agents, who further worked with importers 
or wholesalers which in the end sold to the end customers. Due to the large number of parties 
involved, Stenvalls experienced a great lack of information from their Swedish agents. This 
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led Stenvalls to rearrange their approach and today they only work with their own sellers and 
foreign agents. About fifteen years ago Stenvalls changed the type of agents into only 
working with foreign agents. The rearrangement led to a higher degree of international 
involvement since Stenvalls received more information and therefore where more willing to 
put more resources into the foreign markets. The most important factors are that Stenvalls 
own sellers have close relationships with the foreign agents and that the agents have good 
knowledge about the market and the culture. Stenvalls is gradually developing their 
international engagement which is an ongoing process within the company.  Since this change 
has not been successful in all countries, due to strong traditions, Stenvalls do not follow the 
naive rule.  
 
The pragmatic rule uses one entry mode for each foreign market. However, companies 
following the pragmatic rule do not investigate all the different entry modes, therefore the 
selected entry mode might not be the most suitable one. Due to the lack of investigation the 
cost of information and management is small. (Albaum, Strandskov & Duerr, 1998) Each year 
Stenvalls have thorough evaluations of new foreign markets and potential customers in order 
to select the right customers. Within this evaluation, Stenvalls have to consider both the risk 
and the conflicts that can arise. Even though it is important to gain new customers it is also 
important to nurture the relationship with their already existing customers which are 
profitable for Stenvalls. Since Stenvalls evaluates each entry mode alternatives before 
choosing the most appropriate entry mode, not only for themselves but also for their 
customers, the pragmatic rule can not be applied to the company.  
 
Within the strategy rule companies compare and evaluate each entry mode alternative before 
making the final decision (Hollensen, 1998). The comparison of all the entry mode alternative 
is highly complicated since companies have a number of sometimes conflicting objectives to 
take into consideration and that might result in trade-offs (Albaum, Strandskov & Duerr, 
1998). Since Stenvalls strategy comes from the company’s objectives, shown in the business 
concept, the rule of entry mode selection that is most suitable for them is the strategy rule. For 
Stenvalls the business concept is the base from which the strategic choices of which markets 
to enter and how the company should act on those markets.  
 
 
Internal factors and Stenvalls export entry mode selection 
 
The theory states that the most common initial entry mode for SMEs into foreign markets is 
export. There are two types of export, direct and indirect which depends on the number and 
type of intermediaries. (Hollensen, 1998) The major part of Stenvalls export is direct export 
of refined wooden products. Further the theories suggest a number of advantages such as 
lower risk, less bound resources, easy entry mode and disadvantages such as less control and 
little contact with the foreign market (Bennett, 1998, Hollensen, 1998). The advantages with 
export that Stenvalls have experienced are the awareness of the global competition which 
today is very tough. Stenvalls is forced, due to the higher degree of competition, to strive 
towards always improving themselves. Another advantage is that Stenvalls through export 
spread their risk by selling to several different and independent markets. The main 
disadvantages Stenvalls have experienced with export is the lack of control that the long 
distance from the markets leads to. This problem is solved within Stenvalls through securing 
contracts where Stenvalls do not send the products unless they have received a reinsurance of 
payment from the customer. Another disadvantage is the high transportation costs that are due 
to the long distance for Stenvalls to the foreign markets.  
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Root (1994) states that a company’s choice to start exporting is influenced by a number of 
different factors which can be either internal or external to the company. The internal factors 
influencing a company’s choice of foreign entry mode is derived from the company and 
management characteristics (Búrca, Fletcher & Brown, 2004). According to Hollensen (1998) 
a company’s size is an indicator of its resources, the more resources a company gains the 
more their international involvement will increase. For SMEs, export is the most suitable 
mode of entry although they often desire high control. The desire of high control might not 
always be possible for SMEs since the entering of a new foreign market often demands large 
amounts of resources, and SMEs often have very limited resources. (ibid) Stenvalls can relate 
to this factor since the company is rather small and they do not have the same prerequisites as 
larger companies have, this since they are not able to put in as much resources due to that 
their resources are limited. This makes Stenvalls degree of international involvement limited 
and this is one of the factors that influenced the company’s choice of export as an entry mode.  
 
According to Hollensen (1998) the previous international experience a company have 
influence how the company acts when they are entering new foreign markets. This 
international experience comes from either operations in the general international 
environment or operations in a specific country (ibid). When Stenvalls enter new foreign 
markets they look at and evaluate how they have entered new markets before and also how 
other companies have done. This in order to them to make the most successful market entry as 
possible and also reducing the risk of making mistakes that are done before.    
 
Root (1994) states a company that have a product that are highly differentiated, have an 
advantage over other products and receives a high degree of pricing discretion over their 
competitors. Companies that have high differentiated products often favors export as an entry 
mode into new foreign markets more than companies that have low differentiated products. 
(ibid) According to Hollensen (1998) a company’s differentiated products gives them an 
advantage over their competitors since it allows them to raise the product price and in that 
way exceed the costs involved. The company can also satisfy their customers needs better, 
create entry barriers towards their competitors and strengthen their competitive position. 
(ibid) Stenvalls agrees and according to them they do not have standardized products this 
since they would not be able to survive on the market without their differentiated products. 
The fact that Stenvalls has their differentiated products shows that this is a highly important 
internal factor that influences their choice of export as an entry mode. Stenvalls gains 
awareness and knowledge of the global competition, how they can perform better and develop 
their products more when the company goes on their business trips abroad. The business trips 
also gives Stenvalls an opportunity to see other companies strategy and compare it to their 
own and learn more about the markets demands for their products. Stenvalls are forced to 
refine and redefine their products to be able to keep their good quality and differentiated 
products this since it is necessary for them to be able to set a higher price on their products. 
This since Stenvalls has to exceed the high transportation cost that comes from the long 
distance from the international markets. 
 
One factor that Stenvalls can see that have changed over time is the structure of entry mode. 
Before Stenvalls worked with both Swedish agents and foreign agents, and the foreign agents 
worked towards foreign importers who sold the product further to a wholesaler and then to the 
end customers. This changed about fifteen years ago when Stenvall started to work with their 
own sellers and foreign agents and these agents’ works directly towards the end consumer. 
This change made it easier for Stenvalls to receive the right market information and 
knowledge. 
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5.2 Within-case analysis – B.A. Carlssons Såg & Hyvleri AB 
 
BAC goes international: Motives 
 
In line with Hollensen (1998) a company has to have something inside or outside the 
company to start the initiation of the internationalization process. BAC mainly decided to go 
international because they wanted to spread their risks and not only be dependent on the 
success or failure of the Swedish market. Since BAC have a large variety of products and 
qualities and the fact that certain markets have larger demands than others also worked as a 
motivator to go international. When becoming internationalized BAC could sell their products 
that could not be sold on the Swedish market to other countries and markets where the 
demands are different.  
 
The motives for SMEs internationalization has been developed and classified by Hollensen 
(1998) and Búrca, Fletcher and Brown (2004) and is referred to as internal and external 
triggers. Having perceptive managers that are able to see the possible opportunities that 
internationalization can give a company is highly significant as well as visiting new countries 
and look at how other company’s activities (Hollensen, 1998). Within BAC the 
internationalization process started when a decrease in the markets was discovered which 
forced their managers to search for other customers via for example special internal events. 
During the time BAC searched for new ways of selling their products they faced new and 
exciting opportunities that they had not thought of before. The special internal events can also 
work as trigger for entering new foreign market, an example of these events can be 
overproduction or reduction in the domestic market (Hollensen, 1998).  
 
According to Hollensen (1998) there is a connection between outward internationalization 
(export) and inward internationalization (import) where effective import can lead to 
successful export activities. Since BAC only have a small amount of import they cannot relate 
to this factor and see that the connection exists in BAC. 
 
An increased demand for certain products can arise from the international markets growth, 
this can in turn trigger companies to enter the internationalization process (Hollensen, 1998). 
Further Búrca, Fletcher and Brown (2004) state that a shrinking domestic market as well as 
the need for a lager customer base can also function as triggers for internationalization. The 
foreign markets might also be able to offer higher profit opportunities, BAC can relate to this 
factor since they get many inquires from foreign agents. BAC can for example get an inquiry 
from a foreign agent and depending on the foreign customers demand and what BAC is able 
to deliver an offer can be submitted and sent to the foreign customer via the foreign agent.   
 
Further competing companies can work as a trigger to internationalization, foreign companies 
can enter the domestic market and maybe offer better products to lower prices. Managers can 
also get hold of information about how competitors in the same line of business values 
different markets and depending on the information companies can be triggered to go 
international. (Hollensen, 1998) Before BAC enters a new foreign country or market they 
look at how other companies have entered that specific country or market and if they have 
succeeded with certain products. BAC specifically looks at the procedure of other companies’ 
entry strategy and if their strategy has been successful and if the strategy is applicable to BAC 
they will try to adopt the entry strategy procedure.  
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For a company there are several different sources of outside expertise available to support 
their internationalization, such as agents and governments (Hollensen, 1998). BAC recognizes 
the Swedish trade council as an outside expert from where companies can receive help before 
entering new foreign markets.  The outside expert that BAC mainly uses is larger wood 
product agents who have good market and culture knowledge and knows what is consumed 
and how a company best can enter that market. This type of outside expert where used when 
BAC thought of entering Holland. BAC then got in contact with one of the largest agents and 
asked question about the consumer patterns, customers demand and the culture in Holland. 
The conclusion that BAC draw from the answers from the agent was that Holland was not a 
profitable country to enter for BAC. This was due to the long distance BAC had to the market 
and the Dutchs’ low prices. According the foreign agents the Dutch’s’ would instead of 
paying extra for BAC higher quality products buy lower quality products from the Baltic 
States.  
 
The internal and external factors influencing a company’s internationalization can also be 
divided into proactive and reactive factors. The proactive factors are explained as the 
motivation as a company has to change their strategy, this motivation is based on the 
company’s interest of exploit their unique competences or market opportunities. The 
explanation of reactive factors are how a company acts passively and change their activities 
over time in order to answer to threats and pressures against the company. One proactive 
factor is the managerial urge, which is explained by Albaum, Strandskov, and Duerr (1998) as 
the desire, drive, enthusiasm and commitment the management has towards the enter of new 
foreign markets. A good attitude from the management towards the new market is highly 
important in order for them to succeed with their expansion. The decision makers perception 
and expectations of the market and the perception of the company’ ability to succeed 
influence the decision of entering new foreign markets. (Albaum, Strandskov, & Duerr, 1998) 
BAC’s internationalization and their choice of entry mode is highly influenced by their 
management, BAC’s managers works either as a driving force for the employees or as a 
restraint that holds the employees back. BAC is not against further expansions and if the right 
opportunity arises they will consider it.  
 
Unique products and competences makes it easier for companies to enter new foreign 
markets, this since companies with these products often get direct inquires from a foreign 
market to enter that market. (Albaum, Strandskov & Duerr, 1998) According to Hollensen 
(1998) there are great possibilities for companies to spread their unique products to new 
countries since the opportunity cost of exploiting these ideas to other markets are very low. 
As described previous in the internal factor product BAC’s roof hatches is a unique product 
but they cannot sell it yet to other countries since they have not got the certificate needed for 
selling the products abroad. When BAC gets it approved it will be much easier and they will 
have a greater possibility to enter new markets. 
 
If a company have specialized marketing knowledge or specific information about a market it 
will distinguish them from their competitors and this will give the company incentive to enter 
new markets. Due to the specific knowledge or information the company will receive 
competitive marketing advantage which can function as an entry barrier towards their 
competitors. (Albaum, Strandskov & Duerr, 1998) BAC agrees and states that specific 
knowledge has given them an advantage against their competitors. The company further state 
that it can be good to compare their market activities against their competitors to avoid 
making any mistakes. 
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According to Hollensen (1998) when a company enters several new markets economies of 
scale is created due to the increase in production and the reduction in production costs. The 
production costs decreases since the company are able to spread them out on more units when 
the production has increased. Due to this the company will gain an advantage over their 
competitors since the company’s ability to compete increases and they will gain more market 
shares. (Albaum, Strandskov & Duerr, 1998) BAC cannot relate to this factor and states that 
they are too small to be able to benefit from economies of scale. The raw material that BAC is 
dependent on in producing their products is limited and this is also a reason why economies of 
scale cannot be created.  
 
According to Albaum, Strandskov and Duerr (1998) the risk that a company face will 
decrease if a company enters and sell to new foreign markets in comparison with companies 
that only do business with their domestic market. This since different markets does not face 
economic downswings at the same period of time. This give companies the possibility to if 
the demand in one market declines sell more to another market that do not face this economic 
downswing. (ibid) BAC can relate to this factor since they are striving for reducing their risks 
so that no major downswings should occur for the company. In order for BAC to be able to 
reduce their risks they sell to several different markets, demands credit insurance or advance 
payment from their customers. 
 
For companies that produce products were the demand are depending on the seasons the 
entering of several new markets is a strong incentive (Hollensen, 1998) Albaum, Strandskov 
and Duerr (1998) states that an advantage with different markets for a company is when the 
seasons of the markets they sell to are opposite to each other. This will increase the stability in 
both production and sales, reduce fluctuations in the product lifecycle and securing the 
continued growth and profitability (ibid). BAC can to some extent relate to this factor and this 
through their subsidiary Ångsågen, which has its peak between May and September, this is 
when BAC is producing at its fullest capacity. During the low seasons BAC chooses to sell 
more of their products abroad or to some other company or customer within Sweden. 
 
 
BAC’s approaches to foreign market entry  
 
The literature states that one of the most complex decisions a company faces is selecting the 
most effective entry mode for their international operations. The entry mode alternatives all 
have their advantages and disadvantages because of this the selection will be influenced by a 
number of sometimes conflicting forces. This force the company to make certain trade-offs 
between their objectives concerning cost, risk and control. Since the advantages and 
disadvantages not only vary across the large range of entry modes but also with each entry 
mode it makes the process of selecting the most suitable entry mode a complex process. 
(Young, Hamill, Wheeler & Davies, 1989) Since BAC is a small sized company with limited 
resources they selected the most simple entry mode alternative; export. This decision was 
mainly based on the fact that export is the cheapest way for a company to get involved in 
international business. Before BAC decided upon their mode of entry they made sure to gain 
the information necessary for them to select the most appropriate entry mode. They contacted 
colleagues and other companies in the same line of business to get advice on how to enter the 
market and the customers’ demands. When approaching a market BAC contacts a foreign 
agent or a foreign importer, direct contact with foreign customers is for BAC rare, this due to 
their small size and limited resources. In the beginning of a relationship with an agent, the 
agent might start by introducing BAC to a customer and to give the company a small 
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assignment. The first customer a company is introduced to is often a customer that the agent 
has a very good relationship and contact with as well as a customer that is not afraid of being 
introduced to new products. If the result of this first contact is positive the agent can chose to 
further develop the relationship and assign the company a larger customer. Since BAC is a 
small sized company they were aware of the fact that it could take a couple of years before the 
company would gain larger volumes of export.  
 
Further, the theories suggest three different rules for selecting foreign market entry mode. The 
first rule is the naive rule which states that a company only uses one entry mode for all 
foreign markets they enter. The problem with this rule is that it prevents the companies from 
fully exploiting their foreign market opportunities. The second rule, the pragmatic rule 
suggests that companies uses one entry mode for each foreign market they enter. However 
companies using this rule do not investigate not evaluates all the entry mode alternatives 
which might lead to that the chosen entry mode is not the most suitable one for that specific 
market. Within the third and final rule, the strategy rule, companies systematically compares 
all the entry mode alternatives before making a choice. The overall decision rule for 
companies is to choose the entry mode that will maximize the profits and reduce the risk. 
However this rule is very complex since it s suggests comparisons of all the entry mode 
alternatives and since there are a number of often conflicting objectives to take into 
consideration. (Young, Hamill, Wheeler & Davies, 1989) BAC is very much concerned with 
the economic aspect of entry mode decisions. They actively work towards minimizing the 
risks in order to avoid any major downswings. BAC emphasizes that minimizing the risk also 
is a significant factor for the foreign agents and importers since they want to be able to 
guarantee their customers good contracts and products. In order to reduce the risk BAC only 
do businesses with customers they can credit insure or that can pay in advance. Credit 
insurance is within BAC a policy that they are strictly bound to and serve as a protection 
against economically unstable customers. A problem that BAC often faces in the meeting of a 
potential and interesting customer is that the demand of the customers’ products at that very 
moment is low but is expected to rise in the near future. Although BAC believes in this 
customer and their products they can not sign contract with them due to the credit insurance 
policy. A similar problem for BAC is if they have a large surplus of products and have a 
potential customer that is willing to buy that surplus, unless this customer can pay in advance 
or can be credit insured BAC is not aloud, according to their policy, to sell their surplus to 
that customer.     
 
Mostly of BAC’s export is indirect export and direct inquires from customers are very rare, 
but if a customer would contact BAC directly, they would off course not reject them. The rule 
that is applicable for BAC selection of foreign market entry mode is the naive rule. This since 
BAC only has chosen one entry method into the international market, export. BAC is forced 
to solve their export through foreign agents and importers since they are to small of a 
company to have their own representation abroad. Since BAC clearly stated that they follow 
the naive rule the other two rules can be excluded.  
 
 
Internal factors and BAC export entry mode selection 
 
The theories states that the most common initial entry mode for SMEs is export which can 
gradually evolve into more foreign-based operations. Depending on the type and number of 
intermediaries export is divided into direct or indirect export. (Hollensen, 1998) Crick and 
Chaudhry (1997) claims that SMEs motivation to export is influenced by different stimuli’s 
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which depends on in which stage of the internationalization process the company is in. Export 
is also the most simple entry mode into new foreign markets this because the SMEs’ risk and 
resource commitment is limited. BAC is only engaged in indirect export via a foreign agent, 
BAC’s deliveries goes directly to the end customer but their first contact is with the agent. 
This makes the relationship between BAC and the agent highly important in order to maintain 
strong and successful export. The main advantage that BAC experience with export is that 
they are able to spread their risks. By exporting to several markets BAC are able to sell more 
products and secure their profits. One of the problems in the wooden industry is that it is only 
about half the assortment that is really attractive to the global market. The other half of the 
assortment that is not as attractive the company has to refine more in order to get it sold. The 
wooden industry differ from other industries since they have to take for example a log and 
turn it into several different products, other industries mostly take several part and make it 
into a product. In order to succeed in the wood industry BAC must be able to refine the less 
attractive products and put more effort into selling those products.  
 
The disadvantages that BAC has experienced with exports are mainly the long distance to the 
market and in order to protect themselves they have adopted a credit insurance policy. If a 
customer can not be credit insured or pay in advanced BAC will not do business with them. 
This credit insurance might offend customers who feel that their credit credibility is 
questioned. The problem with long distance to the market can to some extent be solved 
through today’s the well developed technology via telephones, e-mail and the possibility to 
travel all around the world. However, due to lack of time and money BAC have not the 
possibility to visit their customers as often as they whish for and contacts via telephone and e-
mail can never replace the advantages of personal contact. 
 
There are many different factors influencing companies choice to begin exporting, these are 
divided into internal and external factors (Root, 1994) Stewart and McAuley (1999) claims 
that the internal factors is derived from the inside the company. The internal factors of a 
company’s choice of entry mode are derived from the company’s characteristics and 
management according to Búrca, Fletcher and Brown (2004). The company’s size is one 
internal factor that also works as an indicator of the company’s resources, the theories states 
that the more resources a company gains the more the international involvement will increase. 
Since SMEs often have limited resources, export as an entry mode is the most appropriate 
way to enter a new market since export only demands a small amount of resource 
commitment. (Hollensen, 1998) According to BAC larger companies have better prerequisites 
to more actively engage in the foreign market due to their larger resources. If BAC would 
have been a larger company they would have had greater possibilities to engage more in the 
international market than they are able to today. BAC states that if they were a larger 
company they would have more possible options in the selection of entry modes and then they 
might have chosen another entry mode than export.  
 
Another internal factor that influences a company’s selection of entry mode is their previous 
international experience on the international market. The company’s previous international 
experience refers the how much the company has been engaged in international operations 
and could be for example experience from a particular country or general international 
environment. (Hollensen, 1998) Before BAC enters new foreign markets they look at how 
other companies have acted when entered a specific market. Further BAC evaluates the type 
of entry modes other companies have used and if they have been successful and if it is 
possible BAC tries to adopt the used entry mode.  
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A product with high differentiation and advantage can also function as an internal factor since 
it give the company a high degree of pricing discretion over their competitors. Export as an 
entry mode is often preferred when companies have high differentiated products. (Root, 1994) 
Hollensen (1998) states that high differentiated products gives companies advantages over 
their competitors since they can demand a price that will exceed the costs involved in the 
export. Differentiated products can also help limit the global competition as well as strengthen 
the companies’ competitive position. (Hollensen, 1998) Due to the market price within the 
wood industry, BAC does not have the possibility to set their own price. BAC has to follow 
the market price in order to be able to sell off all their products. However, BAC has one 
unique product, roof hatches, with which they in Sweden is market leading with. With this 
product BAC has another position when setting the prices for the roof hatches but they off 
course have to stay within certain limits. So far BAC only sell this product in Sweden but is at 
the moment trying to get the roof hatch approved by the governments research station, this 
would give BAC permission to get the product mutually approved in other countries. Until 
BAC is granted this certificate they can not go further and export the roof hatch which for 
them means great loss of potential customers and profits.  
 
Another internal factor that BAC recognizes is the personal contacts influence of the selection 
of foreign market entry modes. As an example representatives from different companies can 
meet by coincidence at a trade fair and establish good contact which can further develop into 
future business between the companies. BAC also states that it can be the other way around, 
the representatives can experience mutual lack of trust or connection which in turn do not lead 
to further business. Important to note is that this is not a strategy within BAC but personal 
contact is an important factor that sometimes can be overlooked. 
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5.3 Cross-Case Analysis 
In this section the two case studies will be compared against each other. In order to give the 
reader an overview of our case studies we have constructed a number of tables as well as a 
brief discussion to further explain the tables.  
 

5.3.1 Motives 

Table 5.1 Cross-case Analysis: Motives to Internationalization 

                             Company 
Theories Stenvalls BAC 

Internal Triggers   

- Perceptive Management  Yes 
(adds perceptive sellers) Yes, to some extent 

- Specific Internal Events No Yes 
(search for new customers) 

- Inward Internationalization No 
(too little import) 

No 
(too little import) 

External Triggers   

- Market Demand 
Yes (direct inquiries from 
customers) 
 

Yes (direct inquiries from 
agents) 

- Competing Companies No (other materials) Yes 

- Trade Associations No No 

- Outside Experts Yes (Agents) Yes (Agents) 

Additional Triggers Drive to make profit  

   

Proactive Factors   

- Managerial Urge Yes (adds seller urge) Yes 
- Unique 

Production/Competences Yes Yes, to some extent 

- Marketing Advantages Yes Yes 

- Economies of Scale No(due to costs of raw 
material) 

No (due to limited raw 
material) 

Reactive Factors   

- Risk Diversification Yes Yes 
- Extended Sales of Seasonal 

Products Yes Yes, to some extent 
Source: Authors’ construction 
 
Table 5.1 shows how the triggers for internationalization have influenced our two case 
studies. The main factors that both SME’s agrees to are that market demand is a highly 
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significant factor in encouraging SMEs to go international. The use of agents is also according 
to the two case studies a factor that works as an incentive to internationalization, this by 
simplifying the entering into new foreign markets. The two case studies can not relate to 
inward internationalization, this since they both have very little imports. Further they do not 
experience the advantages with economies of scale because the wood industry is very 
dependent on the cost and supply of raw material. However, the both case studies agrees that 
managerial urge is important since managers in SMEs play an significant role when selecting 
the foreign market entry mode. The question of risk diversification is highly important for 
SMEs due to their small size, they have to spread their risks in order to not only be dependent 
on one country’s economic up- or downswings.  
 

5.3.2 Approaches 

Table 5.2 Cross-case Analysis: Approaches to foreign market entry mode selection 

                            Company 
Theories  Stenvalls BAC 

Rules   

- Naive rule No Yes 

- Pragmatic rule No No 

- Strategy rule Yes, to some extent No 
Source: Authors’ construction 
 
Table 5.2 shows the rules to foreign market entry mode selection. One of the case studies 
considered themselves to not only have one mode of entry although they only used export. 
We found that the variation they experienced was variations within the entry mode; export 
and not between the different types of entry modes. The other case study stated that they only 
use one entry mode which is inline with the naive rule, this due to their small size, limited 
resources and the fact that export is the simplest entry mode.  

5.3.3 Internal Factors 

Table 5.3 Cross-case Analysis: Internal factors influencing export entry mode 

                               Company 
Theory                   Stenvalls BAC 

Internal Factors   

- Company Size Yes Yes 

- International Experience Yes Yes 

- Product Only unique products and within certain limits 

Additional Internal Factors  Personal Contact 
Source: Authors’ construction 
 
Table 5.3 shows the internal factor that influences SMEs’ market entry mode selection. The 
both case studies agreed more or less of all the internal factors. The main internal factor that 
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the both case studies could relate to was the company’s size. Due to the SMEs’ small size and 
limited resources they are more restrained in their selection of foreign market entry modes 
and can even be more or less forced to chose export as an entry mode. The case studies also 
agreed that previous international experience is valuable since it will help and guide the SMEs 
in their new foreign market entry selection.  
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6. Findings and Conclusions  
In this chapter our findings and conclusions will be presented and at the end of this chapter 
we will present possible implications of this study. 
 

6.1 How can the motives for SME’s internationalization be 
described? 
 
Our research shows that one of the main motives for SMEs’ internationalization is the 
increased demand from foreign customers and markets for SMEs’ products. We have found 
that SMEs’ who only use to do business domestically are pulled into the international market 
through the foreign markets demand. One of the other major motives for SMEs’ 
internationalization is for them to be able to spread their risks. The risks are spread when the 
SMEs enters new markets since the different markets often do not face economic downswings 
at the same time. A motive for internationalization that we discovered when conducting this 
study is direct inquires from foreign markets or customers, but we believe that this is more a 
motive for larger companies or companies with highly differentiated products. From our two 
case studies we found that the companies that are larger and have more differentiated products 
received direct inquires from different foreign companies and markets which smaller 
companies not often receive. 
 
We have discovered in our study that managers have a great influence on SME’s 
internationalization, this since they are the ones that decide if, when, and how the SME are 
going to enter a foreign market. However, we also discovered that it is equally important for 
an SMEs’ internationalization to have good sellers, this because the sellers are the ones that 
are out traveling, meeting potential customers and see the markets potential. The managers 
and sellers have to be able understand each other in order for this to work, the managers must 
also be able to detect the sellers valuable information and knowledge, and the sellers must be 
able to share this with the managers. This since it is so important for SMEs when they are 
entering new markets to have this information and knowledge. In our study we have seen that 
special internal events are not that important for an SME's internationalization, it is only 
important in the SME’s search for new customers. 
 
Our study has shown that SMEs’ must have a great amount of import to be able to see if there 
are a connection between import and export. SME’s that do not have or only have a small 
amount of import are not affected by inward internationalization as a motive for 
internationalization.  
 
We have found in our study that the demand from a market works in different ways for 
different SME’s. It has been shown that market demand is the largest motive for some SMEs 
internationalization. We have discovered that direct inquires from both foreign customers and 
agents as well as the higher profit opportunities that SMEs can receive from the demand of 
foreign markets has a high influence on their internationalization. 
 
Competing companies can also to some extent function as a motive for SMEs’ 
internationalization because SMEs’ can receive knowledge on how other companies have 
done and what markets that are best suited to enter with their specific products. However, one 
interesting factor that we discovered in our study is that not all SMEs look at other companies 
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as competitors instead they look at other materials, that functions as a substitute for their 
products, as competitors.  
 
Since the foreign agents comes to SMEs with direct inquires from foreign customers and 
markets to start doing business there, we have seen in our study that the foreign agents has a 
great influence on SME’s internationalization. We have also found in our study that trade 
associations do not influence SMEs internationalization, we believe that trade associations are 
more likely to influence larger companies internationalization, and that the larger companies 
receives more benefits from these. 
 
Another factor that we discovered as a motive for SMEs’ internationalization when we 
conducted this study was the drive to make profits. When SMEs’ enter a new foreign market 
they gain the opportunity to sell more products than they were able to sell if they were to stay 
only in their domestic market. 
 
Our study shows that the managers urge is a strong driving force for SMEs 
internationalization. However, the sellers also have a large impact on this since they have to 
be open-minded and able to see the potential opportunities for the different markets. 
Therefore it is not just up to the managers to be the driving force inside the SME in order for 
them to succeed. Information about the market and the customers wants and demands are very 
important to a SME in order for them to succeed on the foreign market. Our study have shown 
that it is more likely that SMEs would succeed on the foreign market if they have this 
valuable knowledge and information, than if they would not have it, this since it gives the 
SMEs a competitive advantage over their competitors. We have found in our study that it is 
harder for a smaller company to create economies of scale. The SMEs often have limited 
resources and are dependent on raw material and costs, therefore it is impossible for them to 
receive any advantage from economies of scale.  
 
We have discovered that if an SME have several different markets that they are doing 
business with and selling to, they will be able to minimize their risks. This due to that the 
different markets do not have economic downswings at the same time. Our study has also 
shown that it is highly important for a company that have products that are influenced by 
seasons to enter several foreign markets 
 
Finally we can draw certain specific conclusions out of our study concerning SMEs’ motives 
for internationalization: 
 

o We found in our study that the main motives for SMEs’ to go international are the 
increased foreign demand and the opportunity to spread the risk. 

o According to our study perceptive managers and sellers are highly significant for 
SME’s when entering new foreign markets. 

o Our study shows that foreign agents help SMEs’ establish their international contacts. 
 

6.2 How can SMEs’ approach to foreign market entry mode 
selection be described? 
 
Our research show that due to the SMEs’ small size and often limited resources they prefer an 
entry mode that is easy and do not demand a lot of resources. SMEs can therefore be seen as 
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very limited in their foreign market entry mode selection. Due to the fact that SMEs have 
limited resources they are more or less forced to choose the cheapest and easiest entry mode 
which for most SMEs is export.  
 
The most important factors we found in our study that influenced the SMEs in their foreign 
market entry mode selection was the drive to minimize costs, and reduce and spread their 
risks in order to avoid economic downswings and to be able to sell their whole assortment. 
Another important factor is developing and nurture the relationship with SMEs’ agents, this in 
order to further develop the companies international engagement. In order to avoid risk we 
could in our study see that especially SME’s which have limited resources have to consider 
some type of risk reduction. The trend we could see in our study was that SMEs have to 
demand credit insurance, secure contracts or in advance payment, this to secure their profits. 
 
Due to the SMEs small size and limited resources they do not have the possibility to establish 
their own production abroad and are more or less forced to choose export as their entry mode. 
Our research shows that SMEs still evaluates the different foreign market entry mode 
alternatives before making the final selection. However, we found that this was connected to 
the selection of the different export entry modes rather than the overall foreign market entry 
mode selection. 
 
Finally we can draw certain specific conclusions out of our study concerning SMEs’ 
approaches to foreign market entry mode selection. 
 

o Our study found that SMEs’ choice of export as an entry mode is due to their small 
size and limited resources. 

o Our study found that the stated theories concerning approaches to foreign market entry 
mode selection are more suited for MNCs and  that SMEs often uses a mix of the 
stated approaches. 

 

6.3 How can the influence of internal factors on SME’s market entry 
mode be described? 
 
There are several different advantages with export as an entry mode into new foreign markets. 
The one advantage that SMEs believes is the most important advantage with export is the 
ability to spread their risks. When SMEs enters several different markets with export it creates 
a protection against economic downswings since not all markets are likely to face them at the 
same period in time. We have found in our study that selling to several markets which have 
different level of demands during the year gives the SMEs the possibility to sell off most of 
their assortment. Further we found that export is one of the easiest entry modes for SMEs and 
it is also the one entry mode that generates the smallest amount of costs for the SMEs.  
 
The main disadvantage we have found in this study is the lack of control that SMEs 
experienced with export and this is due to the long distance to the different foreign markets. 
Since SMEs do not have unlimited amounts of resources to spend, they are not able to have an 
office or personnel in all countries they enter, this will also generate in lack of control for the 
SME’s business operations. The SMEs will also because of the long distance not have the 
valuable personal contacts with the customers in the foreign markets. The long distance will 
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also generate in high transportation costs for the SMEs and this is also a major disadvantage 
with export that might have been avoided with another entry mode.  
 
Our study shows that SMEs do not have the same prerequisites as larger companies have 
when entering new foreign markets. An SME do not have the same amount of resources that a 
larger company have since the resources are often limited, and therefore the SME are forced 
to choose an entry mode that only demands a small resource commitment as for example 
export. When entering a new market, SMEs often look at how other companies have done and 
also how they themselves have done in the past. This will give the SME knowledge about 
how to best enter the market and reduce the risk of making any mistakes.  
 
We found in our study that if an SME has a unique product it is easier for them to enter into a 
new market. This since they are more likely to receive direct inquires from foreign markets 
than SMEs that only sells standardized products. With the unique products the SME also have 
more freedom inside certain frames when setting the price. With the standardized products 
this is not possible, then the SME must follow the market price for their products or they will 
not be able to sell their whole assortment. It is also important for an SME to have several 
different markets to export their products to because different markets have different demands 
and a product that is not demanded in one market can be demanded in another market. 
 
To this study, personal contacts have been added as a factor that influence export as an entry 
mode. The personal contacts can be received through informal meetings when mutual trust 
and connection arise and here the company can receive a contact in a foreign market that they 
can receive direct inquires from.  
 
Finally we can draw certain specific conclusions out of our study concerning the internal 
factors influencing SME’s foreign market entry mode. 
 

o Our study showed that the main advantages with export for SMEs are that they are 
able to spread their risks and that export is an cheap and easy entry mode. 

o According to our study the main disadvantages with export for SMEs are the lack of 
control and the long distance to the market.  

o Our study found that some of the most important internal factors are for SMEs to 
receive information about customers and markets, to have managerial urge and unique 
and differentiated products. 

 

6.4 Implications 
The following sections will cover the implications our study has for managers, theory and 
possible future research. The purpose of this study is to gain a better understanding of how 
motives and internal factors impact SMEs approach to foreign market entry mode selection, 
and therefore our implications will be directed towards SME’s.  
 

6.4.1 Implications for Managers 
It is highly important for managers within SMEs to apply some sort of risk reduction in order 
to secure their profits. This due to the SMEs’ small size, and the fact that they often have 
limited resources.  
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Mangers within SMEs must also be able to spread the company’s risks, this in order to avoid 
any major economic downswings. Spreading the risks is done through SMEs entering several 
different foreign markets. If managers succeed in spreading the SMEs risks they also have the 
opportunity to be a part of the upswing of the different markets. 
 
Since the sellers of SMEs are the one in contact with the customers, it is important for 
managers to have the right and skillful sales personnel who can spot new business 
opportunities. However, the managers must also be able to fully understand the valuable and 
important information the sellers gather from the foreign markets and customers.  
 
Another important relationship that the managers have to develop is the relationship between 
the SME and the foreign agents. The contact with the foreign agents has to be constantly 
nurture in order for the SMEs to have successful foreign business operations.   
 

6.4.2 Implications for Theory 
The purpose of this study is to gain a better understanding of how motives and internal 
factors impact SMEs approach to foreign market entry mode selection. We have focused on 
how SMEs are motivated to enter new foreign markets, how they go about selecting entry 
mode and what internal factors impact the SMEs’ choice of entry mode.  
 
In order to fulfill our purpose we have explored what triggers a SMEs’ internationalization 
and looked at how SMEs approaches the entry mode selection. Further we aimed at describing 
the SMEs’ internal factors that impacts the choice of entry mode.  
 
This thesis contributes to theory by providing an empirical investigation as to what motivates 
SMEs to go international, what approaches to foreign market entry they use and what internal 
factors influence their choice of entry mode. Since it do not exists much research specially 
concerning SMEs’ entry mode selection, this thesis contributes to theory by providing a base 
from which further studies can be done. 
 

6.4.3 Implications for Future Research  
We limited our study to only concentrate on the approach and the impact of internal factors 
influencing SMEs’ entry mode selection. The choice of only focusing on SMEs was made 
since little research has been done within that area. During our research several different 
interesting topics to future research have came up: 
 

o External factors influencing SMEs’ foreign market entry mode selection. 
 

o Risk reduction for SMEs going international. 
 

o Research how other entry modes are applicable for SMEs. 
 

o The importance of the relationship between SMEs and foreign agents as well as how 
these relationships can be developed and nurtured. 
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APPENDIX 1 
 

Interview Guide, English Version 
 



 

 

General information of the company background 
 

1. Year of established? 
2. Number of employees? 
3. Main products? 
4. Total annual sales? 
5. Ratio of export to total annual sales? (%) 
6. Main competitors?  
 
7. Respondent name? 
8. Years in the company? 
9. Respondents position in the company? 
10. Have the respondent had any other position in the company? 

 
 
Research Question One 
How can the motives for SME’s internationalization be described? 
 

1. What was the main reason your company went international? 
 
2. How many years have your company been on the international market? 
 
3. What countries did your company first enter? 

a. Why? 
 

4. In which countries are your company operating in today? 
 

5. Have any of the following internal and external triggers influenced your company’s 
internationalization? 

 
Internal Triggers • Perceptive management – Managers discover new 

business opportunities 
 
• Specific internal events – Overproduction or reduction 

in the domestic market functions as triggers. 
 

• Inward internationalization – effective import activities 
can determine successful exports. 

 
External Triggers  • Market demand – international market growth triggers 

internationalization. 
 
• Competing companies – competition can work as a 

trigger to internationalization. 
 

• Trade associations – other companies’ positive 
experiences function as triggers. 

 
• Outside experts – they provide help, information and 

useful connections for companies. 
 

 
 



 

 

a. Have any of these factors influenced your company? 
b. If so, how have these factors influenced your company? 

 
6. Further our literature states that the internal factors can be divided into proactive and 

reactive factors: 

 
a. Do you recognize any of these proactive or reactive factors? 
b. If so, have they influenced your company’s choice of export as an entry mode? 

 
7. Are there other triggers to internationalization that we have not mentioned that have 

influenced your company? 
a. If so, which and how have they influenced your company? 
 

8. Does your company have further plans to expand in the future? 
 
 
Research Question Two 
How can SME’s approach to  market entry mode selection  be described? 
 

1. Which entry modes do your company use? 
a. Why? 

 
2. How did your company select entry mode? 

 
 
 

 Internal 

Proactive  

• Managerial Urge 
 
 
 
• Unique Production / competences  
 
 
• Marketing Advantages 
 
 
 
 
• Economies of Scale 
 

The desire, drive, enthusiasm and 
commitment the management has towards 
exporting. 
 
Unique products or competences facilitate a 
company’s entry into a foreign market. 
 
Specialized marketing knowledge or access 
to specific information will give the company 
advantages over their competitors. 
 
 
When a company starts to export their 
production will increase and production costs 
will decrease both for the foreign and 
domestic market, this will result in economies 
of scale 
 

Reactive 

• Risk Diversification 
 
 
 
 
 
• Extended sales of seasonal 

products 

Company’s doing export faces lower risk than 
company’s only operating in the domestic 
market, this because all markets do not face 
economic downswings at the same time. 
 
 
Different markets have different demands of 
products depending on the season . 



 

 

3. Our literature suggested three different rules when selecting entry modes;  

 
a. Does your company follow any of these rules? 
b. If not, does your company follow any other rule? 
 

 
Research Question Three 
How can the influence of’ internal factors in shaping SME’s export entry mode be described? 
 

1. Which part of your company’s export is largest, direct or indirect export? 
a. Why? 

 
2. What advantages have your company experienced with exports? 

For example low risk, low resource commitment, easy entry mode, lower unit 
costs etc. 

 
3. What disadvantages have your company experienced with exports? 

For example lack of control, little contact with the host country market, 
inappropriate sales channels and over- or under priced products etc. 

 
4. Have your company experienced any specific factors internal to the company that 

influenced your choice of export as an entry mode? 
b. Which? 
 

5. Our literature suggest the three following internal factors influencing the choice of 
export as an entry mode; 

 
Internal Factors 

Company size  
• Companies size is an indicator of its 

resources, the more resources a 
company gains the more the 
international involvement will increase. 

International Experience  
• Companies’ previous international 

experience influence how companies act 
when entering a new foreign market. 

Product  
• Companies with high product 

differentiation and advantage gives the 
companies a high degree of pricing 
discretion over its competitors.  

 
a. Do you recognize any of these internal factors? 
b. If so, have they influenced your company’s choice of export as an entry mode? 

 

Naive Companies use the same entry mode for all markets. 

Pragmatic Companies use one entry mode for each market but no investigation of the most 
suitable entry mode is made 

Strategy Companies compare and evaluate all entry modes alternative before making a 
decision. 



 

 

6. Have the any of these factors influencing the choice of export as an entry mode 
changed over time? 

a. If so, how? 



 

 

 

APPENDIX 2 
 

Intervjuguide, Svensk Version 



 

 

Generell information of företaget bakgrund 
 

1. År för etablering? 
2. Antal anställda? 
3. Huvudprodukter? 
4. Total årlig försäljning? 
5. Del av export i jämförelse med total årlig försäljning? (%) 
6. Huvudkonkurrenter? 
 
7. Respondentens namn? 
8. Antal år i företaget? 
9. Respondentens position i företaget? 
10. Har respondenten haft någon annan position i företaget? 
 
 
Forskningsfråga 1 
Hur kan motiven för SME’s internationalisering beskrivas? 
 

1. Vilken var den största orsaken till att ert företag gick ut på den internationella 
marknaden? 

 
2. Hur många år har ert företag varit på den internationella marknaden? 

 
3. Vilka länder gick ert företag först in i? 

a. Varför? 
 

4. I vilka länder finns ert företag idag? 
 
5. Har några av de följande interna och externa motivatorer influerat ert företags 

internationalisering?  

 
 

Interna Motivatorer • Insiktsfull ledning – Ledare upptäcker nya affärs möjligheter. 
 
• Speciella interna evenemang – Överproduktion eller 

reduktion på den egna marknaden fungerar som motivation. 
 

• Inåtriktad internationalisering – effektiva import aktiviteter kan 
ge lyckade export aktiviteter.   

 
Externa Motivatorer • Marknadens efterfråga – Internationell marknads tillväxt 

motiverar internationalisering. 
 
• Konkurrerande företag – ökad konkurrens kan fungera som 

motivation till internationalisering.  
 

• Handels föreningar – andra företags positiva erfarenheter 
kan fungera som motivation för internationalisering.  

 
• Experter utifrån – dessa kan erbjuda hjälp, information och 

användbara kontakter för företag. 
 



 

 

a. Har någon av dessa faktorer influerat ert företag? 
b. Om ja, vilka och hur har dessa faktorer influerat ert företag?  

 
6. Finns det andra motivatorer till internationalisering som vi inte har nämnt men 

som har influerat ert företag?  
a. Om ja, vilka och hur har de influerat ert företag 

 
7. Vidare föreslår vår litteratur att de interna faktorerna kan indelas i proaktiva och 

reaktiva faktorer: 

 
a. Känner ni igen några av dess proaktiva och reaktiva faktorer? 
b. Om ja, har de influerat ert företags val av export som ingångs metod?  
 

8. Har ert företag vidare planer att expandera på nya marknader i framtiden? 
 
 
Forskningsfråga 2 
Hur kan SME’s tillvägagångssätt till valet av ingångs metod på utländska marknader 
beskrivas? 
 

1. Vilken ingångs metod på nya marknader använder sig ert företag av?  
a. Varför? 
 

2. Hur valde ert företag ingångs metod? 

 Interna 

Proaktiva  

• Ledarskapsinstinkt  
 
 
 
• Unik produktion/kompetenser  
 
 
 
• Marknadsförings fördelar 
 
 
 
 
• Stordriftsfördelar 
 

Ledningens begär, drift, entusiasm och 
engagemang gentemot internationalisering. 
 
 
Unika produkter eller kompetenser 
underlättar för företagens ingång på nya 
utländska marknader.  
 
Specialiserad marknadsförings kunskap eller 
tillgång till specifik information ger företagen 
fördelar över deras konkurrenter.  
 
 
När ett företag börjar att exportera kommer 
deras produktion att öka och deras 
produktions kostnader minska både för den 
egna marknaden och den utländska 
marknaden, detta resulterar i 
stordriftsfördelar.  
 

Reaktiva 

• Risk differentiering 
 
 
 
 
 
• Utökad försäljning av säsongs 

produkter 

Företag inom export möter mindre risk än 
företag som bara finns på den egna 
marknaden, detta för att alla marknader inte 
upplever ekonomiska nedgångar samtidigt.  
 
 
Olika marknader har olika efterfrågan av 
produkter beroende på säsong. 



 

 

3. Vår litteratur föreslår tro olika regler for att välja ingångs metod; 

 
a. Följer ert företag någon av dessa regler? 
b.  Om inte, följer ert företag någon annan regel? 

 
 
Forskningsfråga 3 
Hur kan de interna faktorernas influenser i  skapandet av SME’s  export ingångs metod 
beskrivas? 
 

1. Vilken del av ert företags export är störst, direkt eller indirekt?  
a. Varför?  
 

2. Vilka fördelar har ert företag upplevt med export?  
Till exempel, lägre risk, mindre bundna resurser, enkelt ingångssätt, lägre  
enhetskostnad etc.  

 
3. Vilka nackdelar har ert företag upplevt med export? 

Till exempel minskad kontroll, liten kontakt med den utländska marknaden, olämpliga 
säljkanaler etc. 

 
4. Har ert företag upplevt några specifika interna faktorer som har influerat ert val av 

export som ingångs metod?   
a. Vilka? 
 

5. Vår litteratur föreslår de tre följande interna faktorer som influerar valet av export som 
ingångs metod;  

 
Interna Faktorer 

Företagets storlek  
• Företagets storlek är en indikator på 

dess resurser, ju mer resurser ett företag 
har desto mer ökar det internationella 
engagemanget.  

Internationell erfarenhet  
• Företags tidigare internationella 

erfarenheter influerar hur företag agerar 
när de äntrar nya utländska marknader.     

Produkt 
• Företag med hög produkt differentiering 

och fördelar ger företaget en hög grad av   
handlingsfrihet i prissättningen. 

 
a. Känner ni igen någon av dessa interna faktorer? 
b. Om ja, hur har de influerat ert företags val av export som ingångs metod? 

 

Naiv Företag använder samma ingångsätt för alla marknader.  

Pragmatisk Företag använder ett ingångssätt for varje marknad de äntrar dock genomförs 
ingen utredning om det mest lämpliga ingångsättet.  

Strategi Företag jämför och utvärderar alla ingångsätt före de gör sitt beslut.  



 

 

6. Har några av alla de faktorer som influerat ert val av export som ingångs metod 
ändrats över tiden?  

a. Om ja, vilka och hur? 
 

 
 




