
2007:064 

M A S T E R ' S  T H E S I S

Role of the Internet in
SME Growth Strategies

Case Studies of Swedish Companies

 Zaghim Ghafoor
 Mustafa Iqbal

Luleå University of Technology

D Master thesis
 Business Administration 

Department of Business Administration and Social Sciences
Division of Industrial marketing and e-commerce

2007:064  - ISSN: 1402-1552 - ISRN: LTU-DUPP--07/064--SE



Abstract 
 
 
Small and Medium Enterprises (SMEs) have been recognized as important contributors in 
the economy of many countries and new opportunities are opening for them in domestic 
and international markets. It is vital for an SME to grow in order to remain competitive in 
these markets. According to researchers, there is no single theory which can sufficiently 
explain growth of an SME but the importance and use of the Internet is becoming 
increasingly visible among small and medium enterprises. However, in spite of the 
Internet’s potential, most of the firms do not view it as key to their strategies for growth. 
The aim of this thesis is to investigate how SMEs are using the Internet in strategies they 
adopt for growth. A qualitative study comprising two case studies on Swedish firms was 
conducted with aspiration to describe the role of the Internet in their strategies for growth. 
The findings indicate that small and medium enterprises adopt product development and 
market development growth strategies for growth. These firms use the Internet in specific 
growth strategies mainly to enhance internal and external communication, shortening the 
development cycle of new products, expansion of geographical markets regionally and 
globally, export at low costs, and providing support to customers. Firms use the Internet to 
overcome the disadvantage of being small in size to reach customers especially in 
international markets. However firms do not use much of the Internet for advertising and in 
establishing new distribution channels. Studied firms adopt middle levels of the Internet 
integration and recognize the importance of higher levels to gain maximum benefits from 
growth strategies. The findings support past research in that whereas firms perceive use of 
the Internet as important they do not use the Internet to its full advantage for growth.  
Overall, case studies show that SMEs have clear approach towards adoption of strategies 
for growth and consider the Internet as vital contributor for performance.         
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1. INTRODUCTION 
 
In this chapter, some background information about growth strategies for SMEs will be 
discussed.  Then the role of the Internet in specific growth strategies will be discussed.  
This will be followed by the problem discussion, resulting in an overall purpose of 
research, and specific research questions. 
 

1.1  Background 

Small and medium-sized enterprises (SMEs) are widely acknowledged as an important 
sector for national and international economic development. Growth oriented small 
business make a major contribution to economic development and employment generation 
within local communities and national economies. (Smallbone and Wyer, 2000) SMEs 
contribute substantially to national economies (Poon and Swatman, 1999) and are estimated 
to account for 80 per cent of global economic growth (Jutla et al, 2002).  
 
The use of the Internet and communication technologies has been found to improve 
business competitiveness, with the Internet providing the opportunity for SMEs to compete 
on equal terms with larger organizations (Chapman et al., 2000). The development of e-
commerce in the last ten years all over the world has involved a growing number of 
businesses. E-commerce has been used as an important lever to promote business growth 
(Bianchi and Bivona, 2002). It is important for a firm to be continuous in growth if the firm 
wants to maintain competitive advantage, otherwise its competitors will grow more to gain 
edge. Continuous growth ensures firm’s survival in the competitive environment. Thus 
firms should struggle for continuous growth keeping the aim of increasing or simply 
maintaining their sales and profits levels, to ensure their survival. (Claver et al., 2006) 
Through the management literature many successful stories are spread and researchers are 
encouraging SMEs to start e-commerce ventures in order to increase their sales (Bianchi 
and Bivona, 2002). At the same time there is considerable effort expended, both in time and 
money, by governments to encourage small and medium sized enterprises to invest in the 
Internet (Beckinsale and Levy, 2004). 
 
Growth strategies are among the topics in the literature which have been widely discussed 
in recent years. Most theories discuss growth strategies that can be adopted and their 
influence on competitive advantages and success of firms (Robins and Wiersema, 1995). 
Some firms can be assumed to grow in a ‘traditional’ way, i.e., by simultaneously 
increasing the sales and employment of the original business entity. Other firms, however, 
may increase sales while actually reducing employment (Delmar, 1998). High-growth firms 
are likely to vary considerably as regards growing smoothly or in one or a few large steps 
and growing organically or through acquisition (Davidsson & Delmar, 1997).  Further, 
these firms can grow within the original legal entity or by adding additional entities and 
thus forming a company group. Drew (2003) has reported industry changes & trends, 
opportunities for growth, and the need to keep up with competition as the important driving 
forces.  
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Winning the growth game requires companies to excel in vital areas (Kapur et al., 2005). 
Successful growth oriented firms set the right growth direction by forming a clear point of 
view on the future, evolving the product-market portfolio without being limited by history, 
building a competitive model to win and pursuing reinforcing initiatives to sustain growth. 
They truly understand their capabilities, based on realistic assessments of their strengths 
and limitations, and evolve their operational model to support the growth strategy. Finally, 
while many companies develop excellent plans, truly successful growth oriented firms 
build organization-wide conviction that translates intent into action for everyone from top 
leaders to front line managers. (ibid) 
 
The idea that strategy can be affected by environmental, internal, or randomly evolving 
conditions is not new. Mintzberg et al., (1998) argued that realized strategy is seldom the 
same as the intended strategy due to imposed and emergent conditions interfering in the 
strategic process. According to Keogh & Evans (1998) issues involving competitive 
strategy can be especially important for small firms, particularly when they are operating in 
a niche market and they may be subject to significant pressures. It is also likely that they 
will not have specialist departments who can plan their corporate strategy and it may well 
be the owner managers or the senior managers of the company who have to formulate and 
implement their strategies – which, for a number of companies may be regarded as having 
an ‘entrepreneurial strategy’ (Mintzberg et al., 1998). For others, strategies may be 
emerging as they develop (Keogh & Evans, 1998). 
 
Organization sociologists studying the dynamics of the strategic evolution as survival and 
growth factors often look beyond “operational” strategic issues. Instead of focusing on 
sales and profitability, the organizational sociology is concerned with environmental 
developments and structural influences instigating organizational change (Constantinides, 
2004). Researchers often challenge the conventional thinking in dealing with strategic 
issues; they often question the traditional strategic approach based on long-term planning 
and competitive advantages through solid strategies for short-term, flexible and adaptable 
processes. (ibid) 
 

1.2  Problem Discussion 

There is no single theory which can adequately explain small business growth, and, 
according to Smallbone et al., (1995) little likelihood of such a theory being developed in 
the future. This is partly because of the heterogeneity that exists in the various types of 
SMEs but also because of the range of factors that can affect growth, which may interact 
with each other in different ways in different circumstances. Thus, while it may be possible 
to identify key success factors that affect the growth of SMEs, it is unlikely that a 
comprehensive model with predictive capability will emerge. (ibid) 
 
The study of firm growth is itself heterogeneous in nature (Delmar et al., 2003). The 
question how these firms plan for growth is an important one (Smallbone et al., 1995). 
Despite increased research efforts in recent years the knowledge about high-growth 
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businesses is, however, still very limited. In particular, few studies take into account the 
different forms of growth. Different researchers claim different factors for the successful 
growth of an organization. Strategy is one important factor among many important factors. 
(Andersson, 2003) 
 
According to Levy and Powell (2002) most SMEs do not view the Internet as the key to 
their business strategy. Strategy is rarely raised as an enabler or as an inhibitor in the 
literature. The entrepreneur is critical in determining the Internet development. However, 
strategic commitment has been shown to be critical in SMEs.(ibid)  Research in several 
countries show that SMEs have been slower to adopt e-commerce than their larger 
counterparts, but the rate of the Internet usage in SMEs is growing quite rapidly. Internet 
has focused on large firms, new business models, the growth and development of dot-coms 
and the ‘new economy.’ SMEs in traditional industries have been slower to adopt e-
commerce than their larger competitors and research into the use of the Internet by such 
firms is more recent.  
(Drew, 2003) 
 
Furthermore, compared to the extensive literature on the importance and potential of the 
Internet as component of the business environment, research on organizational evolution 
and strategy for the Internet firms is limited and sketchy. The majority of publications, text 
books, press articles, and white papers on the Internet strategy deal with this issue on a 
somewhat tactical level: How to build up unique competitive position, attract customers, 
and increase sales. (Constantinides, 2004)  
 
In many ways the field of entrepreneurship and small medium sized firm research seems no 
closer to understanding the dynamics of small business growth after decades of empirical 
studies (Lowe and Henson, 2004). Whilst the issue of growth in small firms is topical and 
well researched, the literature on growth processes and transitions in high-growth small 
firms is sparse and underrepresented in the entrepreneurship and small business journals. A 
recent content review of abstracts obtained via a database search identified only two 
percent addressing issues of high growth, growth processes and transitions as being key 
elements of the published papers. (ibid) Saulnier and Rosson (2004) further mention that 
expressions made about the importance of e-business have not been fully matched by 
actions taken, particularly in the areas of staff training, technology infrastructure, and 
applications to deal with growth. 
 
Based on the above introduction, it is evident that there is a substantial information gap in 
existing research relating to growth strategies of SMEs particularly in connection with the 
strategies for growth. Furthermore, there have been many claims regarding the impact of 
the Internet on the growth of SMEs. The fact remains that not many empirical studies have 
been done to show the role of the Internet in SME growth and the extent growth strategies 
adopted by SMEs owe their success to adoption of the Internet.  
 
Thus, the objective of this study is to contribute in filling the gap by exploring the 
dynamics of the Internet in connection with small and medium enterprises.  
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1.3 Purpose and Research Questions 

In view of the above discussion the overall purpose of this thesis is to investigate and 
describe the Role of the Internet in Strategies that Small and Medium Enterprises (SMEs) adopt 
for growth. 
 
To arrive at the above purpose the following research questions are developed: 
 
RQ1: How can the growth strategies adopted by SMEs be described? 
 
RQ2: How can the role of the Internet in specific growth strategies adopted by SMEs be 

described? 
 
 
 

1.4  Demarcations 

To find out how the Internet is being used in strategies that SMEs adopt to grow, this study 
will restrict to investigate firms that were already active towards growth before they 
introduced the Internet. Since most of the literature presented applies to growth strategies of 
firms regardless of the Internet application, this study will not include firms that have 
online presence only. This will provide better understanding about role of the Internet in 
specific strategies.  
 
This study will be limited to the investigation of Swedish firms only. In addition to the fact 
that the research was conducted in Sweden, Swedish firms represent an interesting area of 
study for many reasons.  Sweden is one of the leading countries in the Internet adoption and 
managers are Internet technology receptive. This study will examine only production firms, 
expected to be similar in many aspects. In this research study of similar firms would 
provide further clarity. Furthermore, financial and time constraints limited the study to only 
two cases. Additional cases naturally would increase confidence in the accuracy of the 
results. 
 
Furthermore, the main empirical evidence was collected in interviews with the chief 
executive officer or managing director at each firm. Although it is believed that the senior 
most positions were key informants for this study, additional interviews with respective 
department managers would have provided even more details. However, such interviews 
were not conducted due to lack of time.   
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2. LITERATURE REVIEW 

This chapter reviews the earlier studies related to the two stated research questions, 
namely literature on growth strategies for SMEs, and literature pertaining to the role of the 
Internet in specific growth strategies. 

 

2.1 Introduction 

Most of the literature presented applies to growth strategies of SMEs regardless of the 
Internet application and the choice has been to integrate these areas as much as possible, 
since most aspects of growth strategies can be applied with the Internet application. Still, at 
the beginning of the chapter, the reader is introduced to general theories on growth 
strategies where the Internet is not involved yet. However, theories from previous research 
on SMEs are presented since the aim of the study is to explore similar firms. The Internet 
can facilitate the growth of a firm without it being taken as a strategy. However, firms are 
expected to have clear vision on using the Internet in growth strategies. As said earlier, 
Internet can facilitate growth without consciously taken in as a strategy, previous study 
from this area is also included to see how the Internet can cause growth for SME. It is 
important to add that due to heterogeneity lies in SMEs, no generalized theories have been 
developed. Further, strategy has various aspects at conceptual level and the Internet is still 
in its early stages, no established theories have been developed, no major conceptualization 
exists and the research that has been done is still unstructured, especially for use of the 
Internet in growth strategies.  

The aim of this chapter is to present and structure the research that has been conducted in 
the field of SME growth strategies and the role of the Internet specific strategies, in relation 
to research purpose presented in chapter one. The terms Internet, Internet technology, e-
commerce, and information & communication technologies are used interchangeably in the 
previous literature and this will also be the case, to some extent, in this thesis. Most of the 
literature has presented growth strategies for technology-based firms. Here, technology 
does not mean the Internet or other information technologies; rather it depicts technology 
based products. Before reviewing the literature let us define SME, measures of growth for 
SME, and strategy that would be taken for this study. 

SME: According to the EU definition, applied on January 1, 2005, a small and medium-
sized enterprise is based on the numbers employed in the business. It defines the micro-
organization as employing up to 9 workers and with turnover below €2 million, the 
enterprise with 10-50 employees and a turnover below €10 million is a small firm. A 
medium sized firm is defined as having 50-250 employees and a turnover not exceeding 
€50 million. The following figure illustrates the definition of SME. 
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Enterprise category Headcount Turnover or Balance sheet total 

Medium-sized < 250 ≤ € 50 million ≤ € 43 million 

Small < 50 ≤ € 10 million ≤ € 10 million 

Micro < 10 ≤ € 2 million ≤ € 2 million 

 
Figure 2.1: SME classification 
SOURCE: European Commission, 2006, ec.europa.eu 
 

Measures of Growth: There is no general agreement on how firm size should be measured 
and therefore there is a wide variation in the growth variables used by researchers. A firm’s 
size may be measured according to its revenue or profits or by the amount of human and 
physical capital it employs. (Barkham et al., 1996) 

This thesis considers sales and employment as growth indicators for the following reasons. 
First, the use of sales and employment measures are the most widely used in empirical 
growth research (Delmar, 1997). Second, these growth indicators are the only ones 
available in the present study for all of the firms of interest (Delmar et al., 2003). Sales are 
a relatively good indicator of size and therefore growth. Sales may be considered a precise 
indicator of how a firm is competing within a market, and indeed firms themselves tend to 
use it as a measure of their own performance. Any analysis of company growth should at 
least in part be based on changes in turnover. (Barkham et al., 1996) 

However, Sales is not the perfect indicator of growth for all purposes. Sales are sensitive to 
inflation and currency exchange rates, while Employment is not. It is not always true that 
Sales lead the growth process. For high-technology start-ups and the start-up of new 
activities in established firms, it is possible that Assets and Employment will grow before 
any Sales will occur. Obvious drawbacks of employment as a growth indicator are that this 
measure is affected by labor productivity increases, machine-for-man substitution, degree 
of integration, and other make-or-buy decisions. A firm can grow considerably in output 
and assets without any growth in employment (Delmar et al., 2003), especially technology-
based firms. Therefore, the combination of turnover and employment makes the measure 
more reliable. 

Strategy: Gibus and Kemp (2003), on the basis of different perspectives on strategy, define 
strategy as “coordinated plan that gives the outline for decisions of a firm and is focused on 
the application of the resources that a company has at its disposal in such a way that the 
activities have an additional value to the environment so that the firm can achieve its own 
goals. 
 
For this thesis; SMEs, growth, and strategy will be discussed and used in accordance with 
the above definitions. 
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2.2 Growth Strategies for SMEs 
 
A number of authors have examined and integrated much of the knowledge that has been 
gained regarding growth strategies for SMEs. The model proposed by Ansoff (1957) 
comprises most of the aspects which are assessed by many authors as major strategies for 
SME growth. The classification for growth strategies for technology-based SMEs by Boag 
and Dastmalchian 1988; Keogh and Evans, 1998; and Smallbone et al., 1995 have led us to 
the choice of this categorization to serve as the basis for an overview of literature. 
 
 
2.2.1 Product-Market Development Strategy  
 
Product-Market model (Ansoff, 1957) has been proven to be very useful in firm’s strategy 
processes to determine growth opportunities. Product-Market has two dimensions: products 
and markets. Four growth strategies are formed over these two dimensions as shown in 
figure: 
 
 

 Current Products New Products 

Current Markets Market   
Penetration 

Product 
Development 

New Markets Market 
Development Diversification 

 
         Figure 2.2: Ansoff’s Product-Market Grid Matrix 
               SOURCE: Boag and Dastmalchian, 1988, p. 331  
 
 
Market penetration indicates a growth direction through the increase of a firm’s existing 
share of product-markets. In market development, new customer groups are sought for a 
firm’s existing products. Product development creates new products for existing markets, 
whereas diversification growth strategy leads a firm into creating new products for new 
customer groups. 
 
Although the product-market grid of Ansoff is already old, it remains a valuable model for 
strategy process and business growth. Most of the researchers e.g., Boag and Dastmalchian, 
1988; Chaffey et al., 2003; Claver et al. 2006; Constantinides, 2004; Johnson and Scholes, 
1997; Smallbone et al. 2005; and Watts et al., 1998 adopted Ansoff’s matrix in conducting 
research on growth strategies. 
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Johnson and Scholes (2002) consider product-market matrix as strategic choices at the 
broad or generic level – the basis on which the more detailed strategies are constructed. 
Product-market matrix gives directions in which organizations might grow. Giuri and Luzzi 
(2003) propose that SMEs can adopt different technological strategies for their survival and 
growth. Authors’ focus is on whether technology-based firms grow by implementing 
business strategies based on the development and commercialization of their technologies 
i.e. by operating in the markets for technology, or by investing in technologies and 
complementary assets to compete in the markets for products and services. Johnson and 
Scholes (2002) suggest methods of development for these directions, namely internal 
development, acquisition and joint development. 
 
Cravens et al. (1994) illustrate that choice of growth strategy by SME is a function of 
strategic situation, organizational characteristics, and entrepreneur motivations. Many 
authors comment on the typical limitations of strategic alternatives available to the small 
firm as small market share and limitations of resources and skills (Watts et al. 1998). 
Because of these limitations, it is suggested that certain strategic alternatives are typically 
more appropriate for a small firm, namely those that avoid direct competition with larger 
firms and that involve the development of close customer relationships and product 
adaptation (Storey and Sykes, 1996). 
 
According to Boag and Datsmalchian (1988), managing growth in technology-based firms 
is an especially difficult task. First, technology-based companies are surrounded by 
opportunities. This range of opportunity is substantially broader than any one firm is able to 
pursue. A critical issue, then, is the allocation of a firm’s resources. Second, the external 
environment for these companies is characterized by technological and market 
uncertainties, customer demands for high levels of product performances, and the threat of 
potential competition. This combination of rapidly changing product-market environments 
and a plethora of opportunities results in a critical need for technology managers to 
understand the implications for performance of alternative growth strategies. (ibid) 
 
 
2.2.2 Strategies for Growth in Technology-based Firms 
 
A firm’s strategy is a statement of the fundamental means it will use to try to achieve its 
growth objectives (Boag and Dastmalchian, 1988). As strategy is multidimensional and 
situational Schendel and Hofer (1979) propose composite description comprising four 
components for which there is general acceptance. These components are: 
 

• Scope: the number of unique product-markets targeted by a firm 
• Resource Deployment: the pattern of resource deployments that will help the 

firm achieve its objectives 
• Competitive Advantages, and, 
• Synergy: the joint effects that are sought from the firm’s resource deployment     

and/or scope decisions. 
 

 8



Above components-scope, resource deployment, competitive advantages, and synergy can 
be used to operationalize the strategy. Boag and Dastmalchian (1988) considered Ansoff’s 
product-market growth matrix to describe growth strategies in their study. Each strategy is 
operationalized by examining selected product-market policy options (combinations of 
components i.e. scope, resource deployment and synergy) proposed to be consistent with 
each growth strategy. Authors consider situational nature of a strategy construct, and 
include product standardization and relative product innovativeness because of their 
potential relevance to the technology-based sector as shown in figure:  
 
 
 
                                      Diversification      Product             Market                Market 
                                                                     Development     Development        Penetration 

 
Resource Deployment  
 Marketing budget low  low  high  high  

R & D budget  low  high  low  low 
 
Scope 

Markets  broad  narrow  broad  narrow  
Product Line 

Width  wide  ?  narrow  narrow 
Depth  shallow  deep  shallow  deep 

 
Synergy 
 Technology  ?  great  some  some 
 Production  ?  great  some  some 
 Markets  ?  some  some  great 
 Channels  ?  some  some  great 
 
Product Standardization some  great  some  some 
 
Product Innovativeness  low  high  medium  medium 
________________________________________________________________________ 
 
Figure 2.3: Selected Product-Market Policy Options by Growth Strategy 
SOURCE: Boag and Dastmalchian, 1988, p. 331 
 
As figure illustrates, for both market-oriented strategies (MP and MD), support for the 
presence of relatively high levels of market expenditure are shown. R & D expenditures are 
low relative to those for other strategies because product development is not the primary 
focus of these strategies. In contrast, relatively high levels of R & D expenditure are 
incurred by those firms that pursue product development. Furthermore, because typically 
the aim of diversification is efficiency, relative market and product expenditures will be 
low for diversified firms. (Boag and Dastmalchian, 1988) 
 
For firms pursuing market penetration strategies, scope is narrow with numerous product 
extensions designed to achieve depth of penetration within the firms’ served markets (Boag 
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and Dastmalchian, 1988). In contrast, market development is associated with broad market 
scope, but little product width or depth in order to achieve production efficiencies. Product 
development will emphasize the development of product extensions and new lines within a 
relatively narrowly defined market. Diversified firms will attempt to seek efficiencies (i.e., 
will offer few product extensions across a number of markets) and, therefore, will be 
characterized by broad market scope with minimal product depth. (ibid) 
 
According to Boag and Dastmalchian (1988) product-market synergies are few for 
diversified firms because synergy, to the degree that it exists at all, is associated with the 
potential to share financial and management resources. Synergies are more clearly indicated 
in the latter three strategies and are associated with either marketing skills, product 
technologies, or both. However, to the extent that a particular strategy focuses primarily on 
a particular functional area (i.e., products or markets), synergies are related more strongly 
to that area and less to the secondary area. (ibid) 
 
As primary focus of the market oriented strategies (MP and MD) is on effectiveness and 
efficiency for diversified and product-oriented firms, the extent of product standardization 
achieved reflects these objectives. Product innovativeness is high for product-oriented firms 
and lower for other types. (Boag and Dastmalchian, 1988) 
 
 
2.2.3 Appropriate Strategies for SME Growth 
 
Watts et al. (1998), in the specific language of Ansoff’s Matrix, suggests that for SMEs the 
most appropriate growth strategies are product development and market development. 
Similar indications are forward by Smallbone et al., (1995) mentioning basic strategy of 
high growth firms as to built on an established product base and market position by 
identifying new markets for existing  (or slightly modified) products, or by developing new 
products or services for existing customers. Growth oriented firms evolve from an 
established core activity towards becoming more complex businesses providing higher 
value added products, a broader range of related activities and services and/or doing more 
for their customers. Active management of product and market development is necessary to 
achieve high growth. (ibid) 
 
 
Product Development 
 
Growing firms are active in developing new products and services for existing customers, 
taking steps to make their products more competitive and managing their product portfolio 
(Smallbone et al., 1995). In some sectors, active product development is a prerequisite for 
high growth. For example, in the instruments sector, successful growth is typically based on 
the possession of proprietary products; in this case, continued product modification and 
development needs to be supported by active research and development in order to 
maintain competitiveness and achieve growth. (ibid) 
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According to Keogh and Evans (1998) Innovation is the first commercial application or 
production of a new process or product. It is the whole process from invention through to 
commercial use. Technological innovation is the transformation of an idea into a new or 
improved saleable product or operational process in industry or commerce. Innovation is 
must for technology-based firms, not just to survive but to grow. (ibid) 
 
Although high growth firms are significantly more likely to possess products which 
managers judge to be innovative in some way than other firms, it may seem surprising that 
product innovation is not a more consistent characteristic of all high growth companies. 
The main reason is that the importance of product innovation to a firm’s competitiveness 
varies considerably between industrial sectors. For example, in the medium-high 
technology instruments and electronics sectors, a majority of firms have innovative 
products because these are sectors in which innovative products and on-going product 
development are an important part of the way in which firms attempt to differentiate their 
products; it is a requirement for survival as much as growth. On the other hand, sectors 
such as clothing, furniture, printing, the scope for innovation is less and the development of 
innovative products is the exception rather than the rule, although even in these sectors, 
those firms being innovative are above average performers. In these cases, innovation is 
typically focused on design and/or the development of value-added services for customers 
rather than mainly from technical improvements in product specification and performance. 
(Smallbone et al., 1995) 
 
For high growth firms, competitive tactics based on a combination of product 
differentiation and market focus are typical, with cost control as a necessary but not 
sufficient condition for growth. Fast growth SMEs tend to derive competitiveness from 
innovativeness and quality factors whereas slower growing or stable businesses are more 
likely to compete mainly on the basis of price. (Smallbone et al., 1995) 
 
Collaboration with much larger organizations can provide resources, in the form of finance 
or expertise, as well as future sales, and international opportunities. Most of the time, risk 
of new product development is borne by SMEs and cannot easily be passed on to their 
customers. However, specialist services they offer within their network can open up other 
areas for collaboration such as problem solving or investigating new process methods. 
Collaboration with main customers coupled with other entrepreneurial activities which they 
may employ e.g., licensing and distribution arrangements. In technology based environment 
SMEs tend to take risks in developing new products and services and usually they finance it 
from reinvested earnings. (Keogh and Evans, 1998)  
 
 
Market Development 
 
Growth oriented firms respond to new market opportunities. It includes new products or 
services to offer existing customers, obtaining new customers for existing products, or 
possibly diversification into other activities. Willingness and ability to respond to new 
market opportunities are a vital part of successful business development over an extended 
period of time. 
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However, developing new markets does not necessarily involve geographic market 
extension (Keogh and Evans, 1998; Smallbone et al., 1995). The extent to which this is 
necessary varies between locations, and also between industrial sectors, differences in the 
extent of niche focusing by firms (Keogh and Evans, 1998; Smallbone et al., 1995) and also 
in the extent of local market opportunities (Smallbone et al., 1995). Within identified 
niches, the innovative capacity of these organizations means that they can constantly 
develop new products, services, or processes (Keogh and Evans, 1998). Growing firms in 
local locations remain active in extending their markets geographically, which is a 
reflection of their limited local market opportunities. Significant geographic extension of 
markets at an early stage in the development of a business can produce other demands on 
the company’s resource base which those concerned with either running or advising small 
firms to address. At the same time, growth oriented firms are more likely to be involved in 
export markets. The importance of exporting and small firms is discussed by a number of 
authors including Keogh and Evans (1998). Further, high growth firms are able to increase 
the breadth of customer base. These firms tend to have lower level of dependence on largest 
customers. (Smallbone et al., 1995) 
 
Internationalization is the process of increasing involvement in international operations. 
Internationalization is an orderly, well-planned, step-by-step process (Keogh and Evans, 
1998). Technology-based firms recognize internationalization as key area for growth, as 
well as investigating new industries to market their products and services. The concept of 
Internationalization is operationalized by a measure of export sales. Growth oriented SMEs 
take a planned and proactive approach to internationalization combined with a flexible 
opportunism. Companies may use agencies internationally or, because of the nature of their 
output e.g., software or web services, they may not have to go through the whole process or 
all stages. (ibid) 
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2.3 Role of the Internet in Specific Growth Strategies Adopted by SMEs 
 
The Internet is usually presented as an opportunity for smaller firms because it helps reduce 
transaction costs and level the playing field.  Often cited benefits include expanding the 
scope of marketing, wider and richer communication, reaching new markets, reducing the 
cost of operations and partnering with suppliers and other collaborators. (Drew, 2003) 

The Internet provides a unique opportunity to examine the evolution and growth of a 
business sector because it has taken place over a relatively short time period (Javalgi et al. 
2004). The initial Internet environment might be described as a virgin environment, in 
which rapid growth could be expected. Among emerging technologies, the Internet is a new 
channel for commerce applicable in a wide variety of industries around the world. As a new 
strategic tool, it is transforming businesses and creating new opportunities as well as 
challenges for international marketers as many nations are fast connecting to the global 
marketplace. (ibid) 

Information technology (IT) is continuing to be an integral part of the business plan. 
Electronic commerce is affecting the way business are planning growth strategies and is the 
leading driver of corporate growth. The key is for IT to be seen as the new engine for 
growth, and not as a frustrating cost center. This result in a new way of thinking: The focus 
should be not on how much new technology should cost, but on how much revenue it will 
bring in. (Fruhling and Digman, 2000) 
 
Many SMEs have made innovative uses of the Internet to invent new business models or to 
enhance existing practices (Drew, 2003). Firms with a history of innovation are embarking 
on a full- scale electronic commerce strategy. These firms are tying innovation with 
electronic commerce with the hopes to ensure company growth. Fruhling and Digman 
(2000) mention electronic commerce enables business to quickly and efficiently implement 
growth strategies. One of the main reasons this strategy is so attractive is the incredible 
growth rate of the Internet users. (ibid) 
 
 
2.3.1 Adoption of the Internet in SME Growth  
 
Levy and Powell (2002) explored the adoption of the Internet among SMEs and formulated 
a model for the Internet adoption. This model identifies four roles for the Internet in SMEs- 
brochure ware, support, opportunity, and network. These are driven by business growth 
planning and perceived the Internet value as shown in figure:  
 
 

 13



  High
  
  

 

 

 
Business value 
of the Internet 

Low 

 
 

 

 

  
   Not Planned    Planned 

 
Business Opportunity 
 
Some perceived benefits 
 
Owner has knowledge of IT 
 
Some competitive pressure 
 

 
Business Network 
 
High perceived benefits 
 
Good knowledge of IT 
opportunities 
 
High Competitive Pressure 

 
 
No perceived benefit 
 
Little or no knowledge of IT 
value to the business 
 
No competitive pressure 
 
Brochureware 

 

 
Some perceived benefits 
 
Owner has knowledge of IT 
 
No competitive pressure 
 
Business support 

      Business Growth 

    
            Figure 2.4: Segmented Internet Adoption Patterns in SMEs 
            SOURCE: Levy and Powell, 2002, p. 519 

 

Levy and Powell (2002) reveal two key drivers in determining SME use of the Internet. The 
first driver is Business Growth. In some firms business growth is planned and investments 
are made ahead of need. In many other SMEs growth may occur but not as a result of 
planning. Attitude to business growth often determine whether SME owners consider 
resource investment in the business. IS investment is traditionally restricted in SMEs, with 
many investing at start-up, but no further investment is made until business outgrows 
existing system. It is reasonable that attitude to growth will impact SME’s decision to 
invest in the Internet. (ibid) 

The second driver is Business Value from Use of the Internet. Business value of the Internet 
is identified through response to the firm’s competitive positioning and their knowledge of 
respective industries. SMEs do consider the role of the Internet for their business generally 
with cautious approach. Most firms do not see the value of the Internet to their growth 
strategy. However, a number of visionary owners believe they can change their business 
through the use of the Internet. (Levy and Powell, 2002) 
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Brochureware are those firms that do not plan business growth and see the value of the 
Internet as low. Owners generally think about the Internet but cannot see its relevance to 
their business. One of the reasons is nature of industry in which SME operates. Hence, 
there is a role for the Internet for these firms but it is restricted to the presentation of on-line 
firm information or brochures and for e-mails. (Levy and Powell, 2002) 

Business Opportunity is SMEs with recognition that the Internet has some value to them, in 
the future. However, it is limited to improving efficiency internally, customer 
communication, and research. The contrast between this category and Brochureware is that 
owners recognize the business value of the Internet and although not seeking growth, 
recognize that competitive pressure demand investment. These firms see a business 
opportunity from use of the Internet and related. (Levy and Powell, 2002) 

Firms using the Internet for Business Support are planning growth, but currently see little 
future for their businesses from the Internet. Most of time these SMEs are innovative firms 
seeking growth. They have a number of innovative products that are sold to large firms, so 
personal contact is regarded by customers as important and there is little indication that the 
Internet is of value. These SMEs seek to grow but do not believe that industry demands 
investment in the Internet to support that growth. These firms see the worth of the Internet 
as a medium for business support. (Levy and Powell, 2002) 

In Business Network opportunity from the Internet is seen as key to the development of 
SMEs. Firms see their future tied into using the Internet. Firms develop IT strategy 
alongside their business strategy most of the time. These are well positioned to take 
advantage of e-Business. These firms possesses effective internal network accessible by all 
employees as means to manage the business processes. (Levy and Powell, 2002) 

 
2.3.2 Levels of the Internet Adoption in Strategies for Growth 

Firms adopt the Internet for different purposes, ranging from simple Internet presence to 
using the Internet to transform business operations. Similarly, the impact of adopting the 
Internet does differ among firms.  

A model is adopted from of Teo and Pian (2003) on business technology strategy, level of 
the Internet adoption, and growth as shown in Figure 2.5. The model comprises of three 
parts. The first part is related to the middle of the model, the maturity of the Internet 
adoption, which is referred to as the ‘level of the Internet adoption’. The levels of the 
Internet adoption are classified as: level 0 – e-mail adoption, level 1 – Internet presence, 
level 2 – prospecting, level 3 – business integration; and level 4 – business transformation. 
The second part is related to the left portion of the model, which involves influence of 
business technology strategy. The third part is related to the right portion of the model that 
depicts the impact of the Internet adoption on innovation, growth, and alliance. 
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  Figure 2.5: Use of the Internet for Internationalization & Growth 
SOURCE: Adopted from Teo and Pian, 2003, p. 79 

 

Levels of the Internet Adoption 

Different levels of the Internet adoption can facilitate different kinds of business activities. 
Taking into account an organization’s Internet strategy and its Web site’s functional 
characteristics, Teo and Pian (2003) describes, on the basis of previous literature and 
research conducted, a model of the Internet adoption ranging from levels 0 to 4.  

Level 0 – e-mail adoption 

A company in level 0 is one that has an e-mail account but does not have a Web site. The 
level 0 is classified Internet adoption into three groups: non-adopters (those without the 
Internet account), adopters without Web sites but with the Internet account, and adopters 
with Web sites. 

Level 1 – The Internet presence 

The first level of the Internet adoption is the Internet presence. At this level, companies 
have made the adoption decision but the implementation is still in process. The purpose of 
adoption may be to occupy a domain name or simply to have the Internet presence. 
Generally, Web sites at this level provide mainly company information and brochures, 
therefore tending to be non-strategic in nature. 
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Level 2 – prospecting 

The second level of the Internet adoption is called prospecting, which involves the limited 
use of the Internet. Usually, the Internet adoption initiatives at this level are spearheaded by 
individual departments and are not tied to business strategy. Most firms at this level 
establish Web sites to provide customers with company information, product information, 
news, events, interactive content, personalized content, e-mail support, and simple search. 
This strategy is helpful in providing potential customers with access to the firm’s products 
with minimal information- distributing cost. 

Level 3 – business integration 

The third level, business integration, takes into account the integration of business 
processes marked by the incorporation of the Internet into the business model. In other 
words, the Internet strategy is integrated with firm’s business strategy. At this level, the 
value proposition for a Web site is usually for cost reduction and business support, as well 
as cross-functional links between customers and suppliers. Compared to the first two levels, 
Web sites at this level are more complex with added features for interactive 
marketing/sales, online communities and secure transactions. Moreover, the features in 
levels 1 and 2 are enhanced at this level, for example, the information provided is more 
comprehensive and the search function carries more advanced and powerful properties. 

Level 4 – business transformation 

The fourth level aims to transform the business and represents the highest level of the 
Internet adoption. The Internet is seen to transform the overall business model throughout 
the organization by focusing on building relationships and seeking new business 
opportunities.  

Business Technology Strategy 

Business technology strategy refers to the degree to which a firm aggressively pursues 
technological changes in terms of process innovation (i.e. up-to-date production 
technologies and equipment), product innovation, technological forecasting activities, and 
recruitment of qualified human resources. There are two different business technology 
strategies: proactive (or aggressive) technology strategy and reactive technology strategy. A 
proactive technology strategy is a long-range strategy for the adoption of production 
process, product, and service innovations. A firm implementing a proactive technology 
strategy is more likely to have a specialized group of people to evaluate new process 
innovations, which may lead to the adoption of major process innovations. In contrast, a 
firm operating with a reactive technology strategy will be more conservative in adopting 
innovations and thus more likely to adopt minor process innovations. (Teo and Pian 2003) 

Firms with an aggressive and forward-looking technology strategy are more likely to 
innovate and create new wealth. Likewise, these firms are more likely to concentrate on 
improving existing practices through the adoption of computer-based information 
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technologies. Similarly, these firms would also tend to leverage new technologies and the 
Internet in response to current technological trends and market demands.  

Innovation 

An innovation advantage may generate effects on one or more links of the product network, 
which typically covers product and process R&D, purchase and transportation of raw 
materials, manufacturing of parts and components, assembly, testing, quality control, 
marketing, sales, wholesale distribution, and retailing. (Teo and Pian 2003) 

The impact of the Internet on innovation can be categorized into three parts. First, 
information about customer needs collected from the Web site can assist the generation of 
new product ideas. Second, the cooperation network within the firm as well as between the 
firm and its business partners can facilitate R&D production process. Third, close 
relationship among business partners along the supply chain can provide opportunities to 
improve the product-distribution process. The Internet adoption can offer firms an 
opportunity to experiment with new products, services, and processes. Moreover, the 
Internet not only reduces information distribution time but also reduces product cycle time. 
(Teo and Pian 2003) 

Growth 

According to Teo and Pian (2003), Internet adoption can help a firm expand its market and 
customer share thus facilitating a firm’s growth strategy. Internet adoption affects a firm’s 
growth ability by increasing its scope and extending its core business through market 
penetration and development, or product development. Based on the Internet technology, a 
firm is able to quickly and effectively expand its geographical markets regionally and 
globally. In addition, an Internet presence can open new markets and new distribution 
channels. Further, an information-rich Web site can help a firm to develop relationships 
with customers by providing more effective marketing, new channels, and shorter time to 
market, customized or personalized product, online 24 hour technical support, and online 
interactive community. These relationships can increase the likelihood of sales and 
opportunities to introduce new products and services. (ibid) 

Alliance 

IT and the Internet are creating many new inter-relationships among businesses and 
expanding the scope of industries in which a firm must compete to achieve competitive 
advantage. To maintain a successful alliance, communications between partners play a 
significant role. In addition, information sharing and delivering on promises are important 
in managing the relationship. (Teo and Pian 2003) 

Internet adoption in a firm can enhance its alliance advantage by providing an effective and 
cheaper communication channel among alliance partners (Teo and Pian 2003). The Internet 
provides ever present access to information and offers a platform-independent means for 
alliance partners to exchange information. Strong business-to-business alliances can be 
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established in the procurement process and partnerships can be developed from linkages in 
the distribution channel using electronic commerce. The maturity of a firm’s level of the 
Internet adoption is likely to enhance the formation of linkages with business partners. 
(ibid) 

2.3.3 Advantages of the Internet for SME Growth  

According to Davis et al. (2000) a firm-specific advantage in penetrating international 
markets and facilitating organizational growth may stem from investments in technology or 
the use of specific technologies, such as the Internet. There is a long history of research 
linking technology and internationalization. Researchers advocate that to enter foreign 
markets, a firm must possess some clear advantage that will allow it to overcome native 
firms’ more thorough understanding of the local market. Traditionally, multinational 
corporations use economies of scale and other advantages of large size. 

However, many entrepreneurial firms can overcome the disadvantage of small size through 
their use of technology, such as the Internet, to reach consumers beyond their borders. 
Certain technologies can provide an advantage that widens market opportunities and serves 
as a platform for expansion. The Internet is widely considered to be one such technology 
rapid internationalization. (Davis et al. 2000) 

Authors argue that internationalization and growth of firms are positively affected by 
increased use of the Internet and increased investments in information technology. In 
addition, more attention is to be paid to the application of the Internet as well as to the 
pattern of investments in information technology to explain international expansion and 
growth among entrepreneur- led businesses. The continued globalization of the world 
economy makes the realization of role of technology in expanding overseas and 
maintaining healthy growth. (ibid) 

Davis et al. (2000) mention that firms with more aggressive use of technology are likely to 
engage more in international activities. Their study of internationalization among new, 
high-tech firms reveals that firms with higher levels of technology usage incur costs 
associated with internationalizing to be significantly lower than firms with lower levels of 
technology usage. It appears that companies with a technological advantage have an 
incentive to expand overseas because they can use that advantage in overseas markets at 
little or no marginal cost over the cost of developing the advantage in the domestic market. 
(ibid) 

2.3.4 Role of the Internet in Product-Market Development Strategy 
 
According to Chaffey et al. (2003) the Internet has the potential to expand the scope of 
business into new markets and products. The model of Ansoff is still useful for managers to 
discuss market and product development using electronic technologies. The strategic 
options to be considered in an e-commerce context can be given as: 
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Market Penetration:  
 
Digital channels can be used to sell more existing products into existing markets. Online 
channels can help consolidate or increase market share by providing additional promotion 
and customer service facilities amongst customers in an existing market. This is relatively 
conservative use of the Internet. (Chaffey et al., 2003) 
 
Market Development: 
 
Online channels are used to sell into new markets, taking advantage of the low cost of 
advertising internationally without the necessity for a supporting sales infrastructure in the 
customers’ regions (Chaffey et al. 2003). This is relatively conservative use of the Internet, 
but is great opportunity for SMEs to increase exports at low cost. A less evident benefit of 
the Internet is that as well as selling into new geographic markets, products can also be sold 
to new market segments or different types of customers. This may happen simply as a by-
product of having a web site. The Internet may offer further opportunities for selling to 
market sub-segments that have not been previously targeted. For example, a product sold to 
large businesses may also appeal to small firms. (ibid) 
 
Product Development: 
 
The Internet can be the basis for product development, information sharing, resource 
sharing, knowledge sharing and task assigning between different businesses. This can 
improve product quality and decrease development time and cost. (Yujun et al., 2006) 
Product development is innovative use of the Internet (Chaffey et al., 2003). Howe et al., 
(2000) report that the Internet provides global access to people, data, software, documents 
and multimedia have allowed organizations to shorten the development cycle of new 
products, to communicate with experts from around the world, to receive immediate 
customer feedback, and to access supercomputers for industrial research and development.  
 
According to Howe et al., (2000) the Internet and its related applications can be effectively 
implemented at various stages of product development. For example, online forums, 
newsgroups, and Web sites provide an external source for product ideas. Market research 
can be performed on the Internet as numerous Web sites provide demographic information 
useful for estimating market size and potential. Surveys can be conducted on the Internet 
during the business case preparation to determine consumers' needs, wants and preferences. 
Web-based and intranet applications can play an important role in the development phase, 
particularly when projects involve numerous teams at various locations. Providing effective 
media for communicating and disseminating information, these technologies also facilitate 
concurrent engineering. The Internet can be used for beta testing of new products, allowing 
lead users and firms to collaboratively eliminate product defects prior to market 
introduction. (ibid) 
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The Internet and its related technologies can add significant value to new-product 
development projects. The main value lies in the acceleration of profitable ideas through 
the new product development process. At the same time, risks associated with this `rush to 
market' are minimized as a formal system to weed out poor ideas quickly and to suggest 
modifications to product concepts. The use of the Internet and/or intranet at various stages 
not only minimizes time to launch but can also increase the integration of constituent 
viewpoints/recommendations, e.g. consumers, engineers, marketing, etc., during 
development. This integration of the `voice of the customer' and other functional members 
of the firm are critical in successful new product introductions. Need for speed is becoming 
more salient in today's competitive arena. The firm that is first to launch a new 
product/technology, i.e. the pioneer, can accrue several pioneering advantages. These 
advantages include, but are not limited to: establishing product standards, building brand 
equity (combination of awareness, perceived quality, brand loyalty, etc.), securing 
distribution channels, and setting initial customer expectation for all other products. (Howe 
et al., 2000) 
 
The Internet offers opportunities for firms in their new product development pursuits in 
terms of enhancing their abilities to collect, categorize and use information needed for 
product development; helping them understand their market better and thus target it more 
effectively; generating a wider range of new product ideas from a wider range of sources; 
making the concept screening process more comprehensive, flexible and objective; 
increasing the speed and the quality of business analyses; facilitating the collaboration of 
new product team members and enhancing operational performance; increasing the speed 
and the quality of testing and validation; improving the effectiveness and the efficiency of 
manufacturing development; enhancing the effectiveness and the efficiency of new product 
launch. (Howe et al., 2000) 
 
Diversification: 
 
In this sector, new products are developed which are sold into new markets Chaffey et al., 
(2003). Since, Market penetration and diversification are not taken as preferred strategies 
for SME growth by authors and managers, not much emphasize is put on these two 
strategies. 
 
 
2.3.5 The Internet and Successful Growth Strategies 
 
According to Shah and Dawson (2002) market orientation, frequent assessments of 
business plans and focus on core activities are the main elements of successful Internet 
strategies. Constantinides (2004) identifies two important differences in the way survival 
and growth is pursued in the Internet based business settings: 
 
Focused versus robust strategies  
 
Traditional strategy tends to emphasize a single focused line of attack – a clear statement of 
where, how and when to compete – but this strategy is sufficient only in the short term. In 
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an uncertain environment, strategies must be robust – that is, capable of performing well in 
a variety of possible future environments. 

 
 

Competitive advantages versus continuous adaptation 
 
Superior performance in complex adaptive systems is achieved not through sustainable 
competitive advantage but by continuously developing and adapting new sources of 
temporary advantage. The role strategist is changing from conservative operator to radical 
inventor, strategies tend to become more diverse than routinized and flexibility is more 
important than scale. 
 
Successful firms that use the Internet pursue multiple growth strategies 
 
In a case study of two Internet based firms, Constantinides (2004) classifies strategic 
decisions made by those firms according to Ansoff’s growth strategy matrix. He finds that 
both companies pursue multiple and to a great extent high-risk growth strategies, namely 
those of market development, product development – indicating solid commitment on 
product and services innovation as a main strategic thrust, and diversification. Both firms 
least favor market penetration as an option. Therefore, engage a variety of growth strategies 
covering the whole spectrum of the Ansoff growth-strategies matrix. 
 
Constantinides (2004) further adds that survival and growth is only possible through 
aggressive, continuous expansion either by entering new markets or by developing new 
products/services/technologies as well as combination of both. This approach helps to limit 
dependency on any single market while the constant business innovation allows staying 
ahead of competition. Permanent orientation towards innovation and expansion is strategic 
thrust as a means of surviving, maintaining competitive advantage and pursuing growth. 
(ibid)  
 
 
2.3.6 Role of the Internet in Strategies for Innovation & Revenue Growth 

Research suggests that high growth SMEs grow by pursuing a differentiated strategy 
(Porter, 1980). The source of the uniqueness that drives the differentiation strategy pursued 
by high growth SMEs is frequently innovation. SMEs that are technically more 
sophisticated or technologically more innovative are likely to grow faster. In context of 
small rapidly growing business, research suggests that new product introductions are 
positively related to growth. (Gorman, 2001) 

Andersen (2001) finds that innovation relates to use of the Internet and participation across 
industries, and that economic efficiency relates to use of the Internet and autonomy in 
dynamic and complex industries. The use of IT can enhance the organization’s internal and 
external communication capabilities and simulate innovation. The effect on innovation 
should be enforced in organizations that adhere to decentralized strategic decision making, 
because exchange of information and involvement stimulate creativity and learning. 
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According to Andersen (2001) use of information technology to enhance an organization’s 
internal and external communication capabilities is positively associated with 
organizational performance in different industrial environments. However, the performance 
relationships differ between the industrial settings characterized by low and high levels of 
dynamism and complexity. In less dynamic and complex industries, use of Intranet and the 
Internet has significant direct relationships to organizational performance. There are 
indications that Intranet use combined with autonomous strategic decision making is 
positively related to profitability and sales growth in this industrial setting. 

Use of the Internet has a positive association with profitability in the less dynamic and 
complex industries. IT generally has a lower application and more varied use among firms 
operating in the less dynamic and complex industries. Use of the Internet to enhance 
external communication has significant positive association with innovation as illustrated in 
figure 2.6 

 

 

 

Figure 2.6: Use of the Internet for Innovation & Growth 
SOURCE: Andersen, 2001, p. 112 

According to Andersen (2001) economic performance effects may arise from the use of the 
Internet in industries characterized by low levels of dynamism and complexity, whereas 
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internal communication through Intranet is associated with higher profitability in more 
dynamic and complex settings. Intranet use combined with adherence to an autonomous 
strategic decision making approach has a significant positive relationship to profitability 
and sales growth in the highly dynamic and complex industries. Innovative behaviors are 
associated with use of the Internet to enhance external communication combined with 
adherence to a participatory strategic decision making approach. Andersen (2001) observes 
direct and positive performance relationships to the Intranet and the Internet use across 
industrial settings, but the performance relationships are generally enforced when combined 
with decentralized strategic decision making approaches in the more dynamic and complex 
industrial settings. Although, this observation is of a general character, it seems to indicate 
that effective use of IT is associated with decentralized decision structures in increasingly 
dynamic and complex industries. 

There are significant positive associations between the use of communication enhancing 
information technology and organizational performance across industrial environments, but 
the performance relationships differ across industrial settings. In industries characterized by 
low levels of dynamism and complexity, use of the Internet to enhance external 
communication has a direct and positive relationship to profitability. Use of Intranet to 
enhance internal communication has a direct relationship to innovation. In industries 
characterized by high levels of dynamism and complexity, use of Intranet to enhance 
internal communication in association with autonomous strategic decision making has a 
positive association with profitability and sales growth. Use of the Internet to enhance 
external communication shows a direct and positive relationship to innovation, and the 
performance relationship of the Internet use is enforced in organizations that adhere to 
participatory strategic decision making also in this industrial setting. Autonomous strategic 
decision making improves the economic effects of Intranet use, while participatory strategic 
decision making seems to support the innovative outcome of the Internet use particularly in 
the dynamic and complex industrial setting. (Andersen, 2001) 
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3. FRAME OF REFERENCE 

Chapter one formed the background of the research area, discussed the focus of the study, 
provided research purpose & research questions. Literature review, presented in chapter 
two, was based on research questions. In this chapter, on the basis of research questions 
and literature review, a frame of reference is developed. This frame of reference or 
conceptual frame is constructed to direct and organize data collection. 

3.1 Growth Strategies 

A number of strategies for SME growth have been found in literature (Boag and 
Dastmalchian, 1988; Constantinides, 2004; Keogh and Evans, 1998 and Smallbone et al., 
1995). Product-Market matrix (Ansoff, 1957) is used by most researchers to determine 
growth opportunities and serves as a base to determine and study growth strategies among 
various firms, industries, and markets. Literature has strongly recommended Market 
Development and Product Development strategies to achieve high growth. Table 3.1 
summarizes the strategies for growth among SMEs. 

 

Table 3.1: Strategies for Growth 

Strategy Details 

 
Product Development 
 
 
 
 
 
 
Market Development 
 
 
 
 
 
 
 

 
- Creating new products for existing customers 
- High product Innovativeness 
- Innovative production 
- Collaboration 
- High R&D Budget 
 
 
- New customer groups for existing products 
- Response to new market opportunities 
- New market niches 
- Export 
- Distribution arrangements 
- Lower level of dependence on largest customers 
- High Marketing Budget 
 
 

 
 

SOURCE: Author’s own compilation based on Ansoff, 1957; Boag and Dastmalchian, 1988; 
Constantinides, 2004; Keogh and Evans, 1998, Smallbone et al., 1995; and Watts et al., 1998. 
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3.2 Role of the Internet in Specific Growth Strategies 

Two major areas of Internet involvement have been identified in the literature. First, several 
different combinations of phases or levels of the Internet integration in SMEs (Levy and 
Powell, 2002; Teo and Pian, 2003); Second, role and benefits of the Internet in adopted 
strategy for SME growth (Andersen, 2001; Chaffy et al., 2003; Davis et al., 2000; Howe et 
al., 2000; Teo and Pian, 2003 and Yujun et al., 2006).  

For levels of the Internet Integration, the common approach shared by all is to divide the 
levels according to complexity, moving from a simpler level to a more complex level that 
involve more complex Internet Integration. The consideration of these levels is necessary to 
study the role of Internet in specific growth strategies. Table 3.2 depicts the levels of the 
Internet adoption by the firms. 

Table 3.2: Levels of the Internet Integration 

Levels of the Internet Integration Details 

 
Level 4: Business Transformation 
 
 
 
Level 3: Business Integration 
 
 
 
 
 
 
 
Level 2: Prospecting 
 
 
 
 
 
 
 
 
 
 
Level 1: Internet Presence 
 
 
 
Level 0: e-Mail Adoption 
 

 
- Transformation of overall business model 

throughout the organization  
- New business opportunities  
 
- Integration of business processes  
- Cross-functional links between customers and 

suppliers 
- Interactive marketing and sales 
- Online communities 
- Secure transactions 
- Advanced search functions 
 
- Customers’ access for products with minimal 

information-distribution cost 
- Company information 
- Product information 
- News 
- Events 
- Interactive content 
- Personalized content 
- e-Mail support 
- Simple search 

 
- Web site 
- Company information 
- Product brochures 

 
- e-Mail account 

 

SOURCE: Adopted from Teo and Pian, 2003 
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Literature indicates that higher levels of the Internet integration are more involved in 
formulating strategies for growth, whereas lower levels either do not play any role in 
strategy or have very little involvement (Teo and Pian, 2003). Since, mentioned levels are 
within the Internet, these cannot be separated tangibly. So, all levels will be taken into 
account for this study. 

The Internet plays a significant role for specific growth strategies. Since, product 
development and market development are the two strategies for SME growth which are 
considered in above section, the same will be taken and discussed with the Internet 
involvement. Role of the Internet in specific growth strategies is described in Table 3.3 

Table 3.3: Role of the Internet in Specific Growth Strategies 

Growth Strategies Role of the Internet 

 
 
Product Development 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Market Development 
 
 
 
 
 
 
 
 
 
 
 

 
 

- Enhancement in internal and external communication 
- Helping in understanding market better and thus target it more 

effectively 
- Facilitates to shorten the development cycle of new products, 
- Enhancing abilities to collect, categorize and use information 

needed for product development 
- Generating a wider range of new product ideas from a wider range 

of sources 
- Making the concept screening process more comprehensive, 

flexible and objective 
- Cooperation network within the firm as well as between firm and 

business partners to facilitate R&D Production Process 
- Improving the effectiveness and the efficiency of manufacturing 

development 
- Increasing the speed and the quality of testing and validation 
- Enhancing the effectiveness & efficiency of new product launch 
- Enhancing operational performance 
- Decentralized strategic decision making 

 
 

- Quick and effective expansion of geographical markets regionally 
and globally. 

- Opening up new markets  
- Establishing new distribution channels 
- Low cost of advertising internationally 
- Increase in export at low cost 
- Low supporting sales infrastructure in customer regions 
- Helps firm in overcoming disadvantage of small size to reach 

customers 
- Enhancement in internal and external communication 
 

 
SOURCE: Author’s own compilation based on Andersen, 2001; Chaffy et al., 2003; Davis et al., 
2000; Howe et al, 2000; Teo and Pian, 2003 and Yujun et al., 2006 
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3.3 Emerged Frame of Reference: 

An SME can have a number of strategic choices for growth. Each strategy is associated 
with the type of firm, market opportunity, and industry. Technology-based firms prefer 
growth strategies different from non-technical or low-technology based firms. Moreover, a 
firm can choose more than one strategy for its growth. 

When SME adopts the Internet, it chooses to use the Internet at one or more levels, from 
lower to higher levels.  Each level has a different impact on growth. Usually, the Internet 
influences growth of firm at lower levels when it is not adopted in growth strategy. 
However, adoption of the Internet at higher levels, integrates it with growth strategies of a 
firm. Literature shows that the Internet plays significant role in formulating multiple growth 
strategies and for strategies which are risky in nature. The Internet can affect growth with 
or without being adopted in strategy. However, it will have a little contribution to growth in 
absence of strategy. These areas are connected to each other and can also affect each other. 
Figure 3.1 depicts the emerged frame of reference. 

 

 

Figure 3.1: Emerged Frame of Reference 

 

Three areas mentioned above in the figure; Growth Strategies, the Internet and SME 
Growth constitute the very foundation of the thesis and will be compared with the data for 
analysis. As the figure illustrates, the Internet is adopted in different levels and each level 
has a different effect and role in SME growth and Strategies. Lower levels of adoption are 
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reactive and higher levels are proactive in nature and are expected to contribute 
significantly in strategies for growth. Adoption of the Internet is connected to Strategies 
and Firm growth simultaneously. The Internet will play significant role provided it is 
applied strategically, the continuous line is shown connecting the Internet with Strategies. 
Since lower levels will have some influence on growth also, a dotted line is connected to 
SME growth. Dotted line depicts low impact on growth. 

The section for SME growth Strategies mentions appropriate strategies i.e., Product 
Development and Market Development, as mentioned in the literature. These strategies will 
have significant impact on SME growth, mentioning by a continuous line connected to 
growth section. Since, the Internet will have prominent role once adopted by these 
strategies, a continuous line connects these two sections. 

As adoption of specific strategy for growth will require different level of the Internet 
integration, therefore influencing the Internet adoption in reverse order, is shown by arrow 
pointing towards the Internet section. At certain stage of growth, SME would require a 
change in strategy, thus influencing growth strategy in reverse is shown by arrow pointing 
towards strategy section. Similarly, dotted line pointing towards the Internet section depicts 
a change in level of the Internet adoption as the firm grows.   
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4. METHODOLOGY 
 
The objective of this chapter is to explain and discuss the methodology to propose the 
suitable types that match this study best. The chapter begins with explanation of research 
purpose and approach that have been selected to achieve the goal of this study. 
Subsequently, the selection of firms and analysis methods are discussed. Finally, the 
chapter presents the quality of research. 
 

4.1 Purpose of Research 

Many research activities help to categories the types of research (Zikmund, 2000). And 
according to Yin (1994) the purpose of research study can be distinguished in three 
categories: exploratory, descriptive, or explanatory. 
 
Exploratory research can be conducted during the initial stage of research, it helps the 
researcher to clarify and understand the problem (Zikmund, 2000). The use is to collect 
information as possible regarding a precise problem. Exploratory research is frequently 
used when a problem is not recognized, or the available information is not complete. The 
procedure that is appropriate for information gathering when implementing an exploratory 
research is interviews. (Yin, 1994) 
 
According to Zikmund (2000) good researchers strive for descriptive precision. Descriptive 
research help to find out the answer of who, what, when, where, and how and also to 
determine the difference, in need, features of subgroups and characteristics (ibid.) .It is 
necessary to have a clear picture of the situation on which you wish to gather information, 
prior to the collection of data (Saunders et al,2000). 
 
Explanatory Research is conducted to identify causal relationships, among variables. In this 
research, relationships between variable to be explained.(Zikmund, 2000) According to Yin 
(1994) an explanatory research approach could also be used when the study aims to explain 
certain procedures from different perspectives or situations with given set of events.  
 
The research purpose and research questions show that this study is mainly descriptive. 
Somewhat, research purpose is partially explanatory since it has been trying to explore and 
find out, by answering research questions and drawing conclusions. However, the study is 
primarily descriptive therefore objective is to describe the area of research and strive to 
explain the collected data in order to find out the differences and similarities against 
theories and frame of reference. 
 

4.2 Research Approach 

Qualitative research is the search for information that is supposed to examine, understand, 
and consider the phenomena by means of an inside perspective. Qualitative methods are 
often related to case studies, where the aim is to receive thorough information and thereby 
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obtain a deeper understanding of the research problem. (Yin, 1994) According to 
Amaratunga et al., (2002) it is difficult to make accountable speech on qualitative research 
in business economics. Qualitative research carries out through strong and or prolonged 
contact with a situation. These situations can be seen in everyday life of individual, groups, 
societies and organization. (ibid) Gummesson (2000) mentions qualitative research being 
appropriate for research in management and business administration. 
 
According to Hill and Wright (2001) the existing approaches to conduct research in SMEs 
are rooted in the big firm mindset and tending to focus mainly on survey methods. They 
further explain that these methods do not provide a rich understanding of the key issues 
affecting SME marketing. Authors advocate qualitative approach for research on SMEs. 
They argue that qualitative research is necessary when the purpose of the study is to cover a 
comprehensive view and an understanding of the whole phenomenon.   
 
Silverman (2005) gives importance to think through research problem before committing to 
a choice of method. The purpose of this study is to investigate and describe the strategies 
that SMEs adopt for growth and role of the Internet in specific strategies. Based on research 
purpose and above discussion the qualitative approach is suitable for this thesis. Hence, the 
qualitative approach will be used for this study. 
 

4.3 Research Strategy 

According to Yin (1994) there are five major research strategies in the social science: 
experiments, surveys, archival analysis, histories, and case studies. Yin (1994) further adds 
case studies strategy when “how” or “why” questions are being posed, when researcher has 
little control over events, and when the focus is on current happening within some real life 
perspective. Gummesson (2000) advocates case research as a useful strategy for studying 
processes in companies. Therefore, this study will be based on use of case studies. 
 
4.3.1 Case Studies 
 
A case study is a comprehensive description and analysis of a single situation (Yin, 1994). 
The aim for case studies is to seek conformity between the results and the theory. Case 
studies involve in-depth, contextual analyses of similar situations in other organizations, 
where the nature of the problem and the problem definition happen to be the same as the 
one experienced in the current situation. (Sekaran, 2000) This means that the theory helps 
to identify other similar events to the result (Yin, 1994).  
 
Yin (1994) mentions that in qualitative research, the empirical data collection can be 
performed in different ways. It depends on the character of research questions, to which 
extent the researcher has control over behavioural events and to which degree the focus is 
on contemporary events. (ibid)  
 
The purpose of this study is to investigate and describe the role of the Internet in the growth 
strategies adopted by SMEs. As research questions consist of (a) how can the growth 
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strategies adopted by SMEs be described, and (b) how can the role of the Internet in 
specific growth strategies adopted by SMEs be described, therefore, considering how and 
why forms of research questions, doing case studies is preferred. The selection of case 
study is further motivated by the fact that researcher has no control over the behaviour of 
the subjects under study and is dealing with present-day event. The author of this study has 
no influence over the way in which study’s participants adopted growth strategies and were 
using the Internet, the events investigated were recent, and the firm context in which 
participating firms were using the Internet was of particular interest. Further, the study is 
aimed at gaining a comprehensive view of the phenomena that includes detailed 
information of strategies adopted for growth and use of the Internet in the context, which 
points out that most appropriate research strategy is choosing case study. 
 
 4.3.2 Case Study Design 
  
Research can be conducted on a single case study or multiple case studies. Yin (1994) 
mentions that a single case study is suitable when single case represents single critical case, 
extreme or unique case, or revelatory case. In recent years, a multiple case design that 
involves more than a single case, has been increasingly adopted. The strength of multiple 
case studies is providing evidence that is considered to be more robust and more 
compelling. However, multiple case studies are time-consuming and more expensive. The 
validity increases with the increased number of cases. (ibid) 
 
Multiple case studies were chosen for this thesis because this research is not dependent on a 
single critical, extreme, unique, or revelatory case. Further, multiple case studies will 
provide robust and more compelling information about research purpose concerning role of 
the Internet in adoption of growth strategies by SMEs. Multiple cases will also increase the 
validity. Therefore, multiple case studies are chosen for this research. 
 

4.4 Data Collection Method 

According to Yin (1994) data collection for case studies can be relied on six important 
sources: Documentation, archival records, interviews, direct observation, participant-
observation, and physical artefacts. All sources have their strengths and weaknesses and 
many sources complement each other. A major advantage of case study data collection is 
the opportunity to use many sources of evidence where researcher can obtain multiple 
measures of same phenomenon. This adds to the validity of any scientific study. (ibid) 
 
One of the most important sources of case study is the interview (Yin, 1994). In qualitative 
research interview is taken as ‘open-ended’ questions to small samples (Silverman, 2005). 
The major strength of the interview is being insightful & targeted and focused directly on 
case study topic (Yin, 1994). However, interview has its own weaknesses i.e., tendency 
towards bias due to poorly constructed questionnaire, response bias, inaccuracies, and 
reflexivity. One of the types of interview is focused interview in which respondent is 
interviewed for specified period of time e.g., one hour. Interviews are open-ended and in 
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the form of conversation. More likely interviews are comprised of certain set of questions 
derived from the case study protocol. (ibid) 
 
In this study, secondary data was collected from documentation. Major strengths of 
documentation are being stable, unobtrusive, exact, and broad coverage (Yin, 1994). 
Weaknesses of documentation are retrievability, biased selectivity, reporting bias, and 
access. Since aim of this study is to investigate SMEs for adopting the Internet in growth 
strategies, documentation is relevant to this case study. The documentation in this study 
includes examining each firm’s web site for obtaining and assessing secondary information. 
This includes each firm’s history, products, brochures, and other related information.  
 
Focused interviews were conducted with the sample selected for primary data collection. A 
set of questions, that needs to be answered in order to obtain relevant data for the research 
work. The open ended interviews were used for flexibility that paved the way for 
accommodating additional information. The decision to conduct interviews was motivated 
due to the reason that interview provides in depth information about the firm and allows 
follow up on questions. The interview guide was constructed based on frame of reference 
that included issues as important and the research questions that needed to be discussed. 
The interview guide was reviewed by the supervisor before conducting the actual 
interviews and adjustments were made based on his comments.    
 
Time frame for each interview was set between 60 and 90 minutes. Interviews were 
conducted during November & December 2006. Interviews were recorded in consent with 
the respondents, which is in accordance with the suggestion made by Yin (1994). A digital 
audio player was used during the interview to accurately register the conversation. A tape 
recorder was also used as a back up. Notes were also taken during the interview where it 
needed especially for taking diagrams and charts. Interviews were taken in conference 
rooms of interviewees’ offices and there were no interruptions during the interview.  
  

4.5 Sample Selection 

According to Graziano and Raulin (1997) it is not possible to collect and gain data from all 
available sources to solve research problems and to find the solutions. Sampling techniques 
provide methods that help to reduce the amount of data needed to collect by considering 
only data from a sub-group rather than all possible cases or elements (Saunders et al., 
2000). There are a number of ways to choose a sample for case studies. The sample 
selection process is continued until the required sample has been reached. (Yin, 1994) 
 
Purposive sampling allows to choose a case because it illustrates some feature or process in 
which researcher is interested (Silverman, 2005). According to Saunders et al., (2000) 
purposive sampling enables researcher to use judgement to select cases that will best enable 
researcher to answer research questions and to meet his/her objectives. This form of sample 
is often used when working with very small samples such as in case study research and 
when researcher wishes to select cases that are particularly informative.  
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Purposive sampling was used for this study by choosing two firms as case studies. 
According to Silverman (2005) purposive sampling does not provide a simple approval to 
any case researcher happen to choose. Purposive sampling demands that researcher think 
critically about the parameters of the population being studied and choose sample case 
carefully on this basis. (ibid) 

Following were the criteria for selecting the firms for the sample in this study: 

- SME by definition, between 10-49 or 50-250 employees according to EU definition, as 
mentioned in chapter 2. 

- Have annual turn over ≤ € 10 million or ≤ € 50 million according to EU definition, as 
illustrated in chapter 2. 

- Geographically based in Europe to ensure conformity being SME according to EU since 
each country/region has its own criteria for defining SME and mostly this criteria is 
different for each region or country.  

- Preferably Sweden based firms, in addition to the fact that researcher is conducting this 
study from Sweden, this country is one of the highly developed IT nations in the world. 

- Firms that manufacture or provide physical goods incorporating some technology as 
products. These firms are neither only IT-based nor only service providers. 

- Have a web site that provides the firm more in-depth experience of the Internet than it 
would gain from merely having an Internet connection. 

Cases were selected and assessed for meeting above criteria by using Internet. First, a 
number of links e.g., List of Swedish Companies, Swedish Trade, The top 500 of the 
Swedish Companies, Gateway to Sweden, IT Sweden, and UK firms were searched using 
search engines. Then each firm in given link was studied using above criteria. A total of 56 
firms were picked having potential of being cases for this study. 

E-mails were sent to these firms primarily addressing CEOs, MDs, and Directors inviting 
them for participation in this research. Senior positions in firms were more suitable to get 
required information since this thesis is about growth strategies. Follow up mails were sent 
thrice to the firms that did not reply. Further, these firms were contacted over the telephone 
to get their confirmation. Three firms from Sweden agreed to participate. Finally, two firms 
were selected being available early. The first firm was based in Umea and second was in 
Kalix. Selected firms and respondents’ positions are given in table 4.1 

     Table 4.1: Selected Firms for Data Collection 

Firm Respondent’s Name and Position 
Konftel AB, Umea Mr. Peter Renkel     (Chief Executive Officer) 

Care Tech AB, Kalix Mr. Finn Carlsen     (Managing Director) 
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4.6 Analysis of Data 

Yin (1994) states every case study should start with a general analytical strategy. These 
general analytical strategy with regards to case studies provide the researcher with a system 
by which s/he can set priorities for what they need to analyze and why. As Herriott and 
Firestone (1983) stated in Yin, “The evidence from multiple cases is often considered more 
compelling, and the overall study is therefore regarded as being more robust” (p. 45). The 
way data is analyzed is very important for any research study. For this thesis analysis would 
be involving interviews conducted and review & use of documents.  
 
According to Yin (1994) prior to actual analysis of data, a researcher using case studies can 
choose from two general analytical strategies, Relying on theoretical propositions and 
developing a case description. Relying on theoretical proposition is the most common and 
advised strategy. The result of this is the collection of data based on research questions 
taken from previous studies. The second strategy is less favorable and should only used 
when little previous research has been done. (ibid) The analytical strategy, relying on 
theoretical propositions, would be used for this study since lot of research has been done in 
this area.  
 
Miles and Huberman (1994) state that for qualitative data analysis focus is on data in the 
form of words that emanate from the interviews conducted. These words require processing 
and this processing is itself a form of analysis. In their extensive writing on qualitative data 
analysis, authors define data analysis as consisting of three concurrent flows of activities: 
data reduction, data display, and conclusion drawing/verification. Data reduction is analysis 
that helps to sharpen, sort, focus, discard, and organize the data in a way that allows for 
final conclusions to be drawn and verified. Data can be reduced and transformed through 
such means as selection, summary, paraphrasing, or through being subsumed in a larger 
pattern. Data display is the second major activity means taking the reduced data and 
displaying it in an organized and compressed way to draw the conclusions more easily. 
Good displays are a major avenue to valid qualitative analysis. Conclusion drawing and 
verification is the final analytical activity for the qualitative researcher. Here, the researcher 
begins to decide what things mean. It is done by noting regularities, patterns, explanations, 
possible configurations, causal flows, and propositions. Researcher should hold such 
conclusions lightly, while maintaining both openness and a degree of scepticism. (ibid) 
Above three steps, data reduction, data display, and conclusion drawing/verification would 
be followed to analyze the data for this study. 
 
Yin (1994) explains, by referring Miles and Huberman (1984), that specific techniques can 
be used to actually analyze the data. Using more recent thinking from these authors, a 
researcher can rely on two forms of analysis for case study data; with-in case analysis: 
Comparing data against theory being used, and  cross-case analysis: data in one case 
compared to data in the other cases (tables/matrices and coding are often used for this). 
(ibid) In view of the firms studied, it was decided to carry out a within case analysis of each 
case by comparing the data with frame of reference and then conduct a cross-case analysis 
between the cases.  Conclusions from these analyses will be drawn based on the similarities 
and differences against the frame of references.  
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4.7 Quality Standards 

According to Silverman (2005) the qualitative research demands theoretical sophistication 
and methodological rigour. Aiming to conclude a research thesis, researcher should be able 
to demonstrate the procedure used to ensure that methods were reliable and conclusions 
were valid. (ibid) Yin (1994) mentions four tests that have been frequently used to establish 
the quality of any empirical social research; the four tests are also relevant to case study 
research. These four tests; construct validity, internal validity, external validity, and 
reliability is commonly used in all social science methods. 
 
 
4.7.1 Validity 
 
Yin (1994) proposes several methods to increase the validity. To icrease the internal 
validity in this study, i.e., the degree to which findings correctly map the phenomenon in 
question, multiple sources of evidence, documentation and interviews were used as 
recommended by Miles and Huberman (1994) in Yin to comply with the so called 
triangulation. Further, establishing a chain of evidence allows the external observer to 
follow the derivation of any evidence from initial research questions to ultimate case study 
conclusions (Yin, 1994). Quality of thesis was further increased by using established 
literature for defining and conceptulizing the concepts used and for construction of frame of 
reference for research questions which provided a base for developing the interview guide 
for data collection. The interview guide was reviewed by the professor to ensure that 
questions reflected in the frame of reference, are easy to understand, appropriate in number, 
and correctly stated. Further, work in progress was evaluated several times by the professor.     
 
According to Yin (1994) the degree to which findings can be generalized to other settings 
similar to the one in which the study occurred, external validity problem has been a major 
barrier in doing case studies. Problem arises due to the belief that single cases offer a poor 
basis for generalization. This is due to comparing survey research with case studies. Survey 
research relies on statistical generalization, whereas case studies rely on analytical 
generalization. In analytical generalization, the researcher strives to generalize a particular 
set of results to some broader theory. (ibid) This thesis does not aim at generalizing the 
findings, rather to compare the findings from these cases with the theory and draw 
conclusions. Furthermore, it was decided to conduct multiple case studies on two firms 
with use of multiple sources, since this approach would provide more information about the 
context being studied and would increase external validity as recommended by Yin (1994). 
 
  
4.7.2 Reliability 
 
According to Saunders et al., (2000) reliability is if the measures yield the same results on 
other occasions, with similar observations by other observers and the clearness that how 
reason was made from the raw data. Yin (1994) elaborates that if later investigator followed 
exactly the same procedures as described by an earlier investigator and conducted the same 
case study all over again, the later investigator should arrive at the same findings and 
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conclusions. He further adds that one prerequisite for allowing this other investigator to 
repeat an earlier case study is the need to document the procedures followed in the earlier 
case. The goal of reliability is to minimize the errors and biases in a study. The general way 
of approaching the reliability problem is to make as many steps as operational as possible 
and to conduct research as if someone were always monitoring the work of researcher. 
(ibid) 
 
Some social researchers argue that a concern for reliability does not arise much for 
qualitative research (Silverman, 2005). As social reality is treated as always in flux, it 
makes no sense in raising the concern whether research instruments measure accurately. 
Such a position would rule out any systematic research since it implies that one cannot 
assume any stable properties in the social world. However, if one concedes the possible 
existence of such properties, why shouldn’t other work replicate these properties? For 
reliability to be calculated, it is incumbent on scientific investigators to document their 
procedure and to demonstrate that categories have been used consistently. (ibid) To 
increase the reliability measures taken were studying in advance about firms selected, 
scheduling and confirming the interviews in advance, and informing the respondents about 
questions and time for the interview. On the basis of Yin’s (1994) recommendations, a case 
study protocol was used to increase reliability by establishing a database containing 
research related material, recorded interview, articles, professor’s comments and 
suggestions at various stages of work. Considering that all steps of study could be followed 
and repeated, all steps of the study were documented. The systematic data collection that 
includes the whole process of data collecting contributes to reliability of this study. 
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5. DATA PRESENTATION 
 
The aim of chapter five is to present the empirical data collected from the firms selected. 
The chapter consists of two case studies: each case will present a background of the firm in 
question, growth strategies, levels of the Internet adoption, and role of the Internet in 
specific growth strategies. The data was taken in accordance with the guidelines of frame 
of reference. The structure of the interview was developed in light of the variables that were 
done earlier in constructing frame of reference. 
 
5.1 Case 1: Konftel AB (www.konftel.se) 
 
Konftel is since 1988 a company within loudspeaker communication and audio technology. 
This firm develops and sells products/technology for telephone meetings based on expertise 
within acoustics and digital signal processing. It was listed in 1998 and got resources to go 
internationally for marketing of products. After a few years firm was boarded out from the 
stock market and again held privately. This Firm performed even better after this change 
due to better control and decision making by the owner. 
 
Number of employees for the years 2004, 2005, and 2006 were 14, 15, and 16 respectively. 
The Firm’s total sales for the years 2004, 2005, and 2006 were € 2.9M, € 3.3M, and € 4.1M 
respectively. The firm does fall under the category of SME according definition of 
European Union. Konftel’s largest market is found in Europe. It has its head office in 
Umea, Sweden and branch offices in USA and India. The office in India has opened 
recently. 
 
For taking company data relating to this project, personal interview was conducted with 
Mr. Peter Renkel, Chief Executive Officer (CEO) of Konftel AB. He has 29 years of 
experience mostly in SMEs, as being employee, or owner, or board member.  
 
Following figure describes the organization chart of Konftel AB. 
 

 
 
Figure 5.1: Organizational chart of Konftel AB 
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5.1.1 Growth Strategies 
 
 
Product Development 
 
Konftel introduced three new models in product line during last three years, normally one 
new product each year. It was done partially to address changing habits of end users during 
last few years. It was observed that most of end users started to use mobiles, computers, 
Skype, and MSN for voice communication. Keeping in view this change, firm developed 
new products to address wired & wireless products connecting with mobiles, softphones, 
and systems. Major work during the last three years has been to watch that area. 
 
Innovation is important for the firm. When the firm developed new technology for the first 
time, they realised it was very tightly connected to product development. Firm develops 
technology and products separate. New technologies are incorporated in products. Both 
technology development and product development are important. Most competitive 
advantage as perceived by customers is ‘connectivity.’ Firm’s products are flexible to 
connect to different systems or networks. 
 
Konftel has out sourced production to Hongkong based company which has production 
facility in China. Manufacturing firm has between 8 and 12 thousand employees and they 
produce about 1000 different products for a large number of US and European based 
corporations.  Konftel made the change in production three years ago by moving it from 
Sweden to China. With this change, firm improved the quality of products. Since labor cost 
is low in China, firm can have more quality checks along production line without bearing 
accessive cost. At present, output is much better comparing to a couple of years back when 
it had production in Sweden.  
 
Firm spends 6-15% of turnover on developing new products and 20-10% on marketing 
activities. For marketing activities, firm is stabilizing now around 10% of turnover. Finance 
for R&D and marketing activities is allocated mostly from cash flow. In addition, firm is 
financing these areas from owner’s equity, institutions supporting SMEs, and bank loans.   
 
Konftel has application partnership with corporations like Alcatel, Avaya, and Siemens. 
Firm can use their laboratories to test whether its products are capable of integrating and 
function smoothly with the products of these large corporations.  Firm also cooperates with 
universities to facilitate students for part time work. Importance is given to those who work 
exclusively to develop new products.  
 
 
Market Development 
 
Konftel mentioned big change in end user customers’ behavior instead of customers 
themselves. Change in behavior was due to switching from normal or landline phones to IP 
based or computer based phones. Firm has entered new markets during last few years. No 
changes were made in business model while entering new markets and countries. Firm 
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enters new markets on the basis of market information obtained to evaluate the target 
market. 
 
Approach to new markets depends on characterstics of target market and distance from 
head office. Firm has recently established an office in India which is long distance and with 
different culture.  Initially, for two years, firm communicated with the person who used to 
work with western companies and had well established connections in India. Partner also 
arranged distribution contracts with different companies in India. When Konftel felt secure 
enough, it opened the office.  But in closer countries approach is different. When firm 
decided to start business in Italy, management first investigated the market. What kind of 
distributors were there in Italy? Firm also got help from a couple of Swedish institutions 
who provided the list of best potential distributors in Italy. Management then talked directly 
to them and evaluated their channels, viability for firm’s startegy, and total number for 
coverage of area geographically? Then, firm made the final decision for selection of 
distributors.  
 
Konftel’s primary customers are distributors. These distributors have resellers in their 
respective regions. Resellers sell the products to end users. The end users are also business 
companies. These companies are small and large corporations both. End users are 
catagorized in three types. First is small or medium firms having bigger confrence room 
where they deploy the product. Second is desktop user firms. They deploy the product in 
executives’ rooms where they have small meeting table and product e.g., conference phone, 
is installed on that table. Third type is large firms having a lot of branch offices. They 
deploy the products in these offices to have telephone conferencing as tool to communicate 
between branch offices and head office. 
 
Firm is exporting products to other countries. Products are produced in China and 
transported to wharehouse in Upsala, Sweden and Chicago, USA. From these wharehouses 
products are shiped to distributors in respective regions. Konftel has adopted distribution 
strategy. Firm has 38 distributors who are supplying products to 50 countries. There is no 
change in in this model so far. According to CEO, firm normally does not have much 
cutomers (distributors). Firm made decision when management realized after studying the 
markets that volume in each country was quite low and could not depend on cutting out the 
dsitribution and have direct contract with resellers or end users. If firm would have done 
that the sales department could have been far larger than present size. But sales volume in 
each country is too low and much cost is invloved while working by passing the distributor. 
Firm needed to have concentrated contact point in each geographical area. The decision 
was made to develop model having fewer customers to be able to cover more countries. 
Firm is opearting in 50 countries. Being such a small company and having limited 
resources firm needs to have that model of few customers (distributors). Firm does not sell 
directly to end users and resellers. If end users approach directly, firm entertains them for 
support only.  
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5.1.2 Role of the Internet in Specific Growth Strategies. 
 
Konftel’s Web site provides company information, product information, brochures, events, 
e-mail support, news, and search. Firm has provided facility to customers for interactive 
marketing, and has online forums. Konftel has connected its administration system with 
web where customers can see all transections including deliveries, freights, buying 
statistics, and trace the orders. Customers can have required information all the time inspite 
of being in different time zones. Marketing campaigns are also conducted through the web 
where customers can have related information. All marketing material and campaigns are 
avaiable for customers. They can get registered in a lottery programme e.g., winning 
plasma screen or ice hotel trip. Firm creates home page for customers where they can have 
material on sales, marketing, campaigns, and services.  
 
 
Role of the Internet in Product Development Strategy 
 
Konftel considers Internet as important tool in developing new products. Experts from 
Sweden, Hong Kong, & China are involved in product development. They use the Internet 
frequently to send and receive all information among each other. All persons involved in 
product development access documents and technical information through the Internet. 
They communicate and discuss the details with each other through the Internet. Without 
Internet it is not possible for them to exchange information in a fast way and set up work 
sessions. They can have extensive number of meeting over the Internet. 
 
Firm uses the Internet to gain information for evaluating the technology to be incorporated 
in specific products for certain countries. For example, firm produces products with DECT2 
standards for European markets and products for US markets are produced with US 
standards. Management came to know from online resources and Internet forums that 
DECT standards were also used in US markets. Firm decided to provide products to US 
markets with DECT standards because this technology has its own advantages. Internet 
helped the firm in making right decision of what technology should be incorporated in 
products.  
  
The Internet has enabled many people from different locations to involve in project without 
having any disturbance in process of developing the product. Konftel has a network with 
other organizations that support in developing new products. Firm concentrates on core 
technology in house and out sources the rest for producing new products. Many companies 
are involved in this process and the Internet facilitates them in coordinating and 
cooperating with each other. 
 
Konftel uses the Internet for evaluating and deciding the types of technology blocks to be 
developed in house and the ones to be out sourced. In pre study phase, the Internet is used 
to scan the market by accessing the published papers. Decision for developing new 
products is mainly based upon feed back from customers (distributors), resellers, and end 
users. Distributors sell competitor products also. They provide a lot of information about 
                                                 
2 Digital European Cordless Telecommunications: European standard for digital cordless connection to the telecommunications network. 
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competitor products in terms of product road map and pricing. Firm is unable to get 
information from the Internet about competitor’s future products whereas distributors can 
provide it. Firm usually have queue of products for development and prioritize them on the 
basis of continuous communication over the Internet. Sometimes firm changes the order of 
products lined up for production on the basis of fresh information they get through the 
Internet.     
 
Konftel forwards product specifications to factory for production. Here, firm is involved in 
quality part by having test equipment at production line. Firm can detect faulty units in 
product testing and continuously gets product test reports directly from factory. Firm uses 
the Internet to connect to test equipment in production line to pick relevant information. For 
quality control firm has hired the services of another company based in Hong Kong. 
Company representatives visit factory in China and performs quality control. However, 
management is not satisfied the way all things flow. They suggested a couple of different 
control steps but these are not incorporated yet.   
 
Firm uses the Internet to introduce new products to customers by sending them material on 
products, brochures, pricing, availability, and demonstration. Internet did not make any 
change in organization structure in terms of decision making. It changed only customer 
support area where automated system is providing information and 24x7 support to 
customers.  Otherwise more people were required to fulfill this task.   
 
Konftel is interested in connecting factory’s administration system with its own, so firm can 
have information on aspects like raw material in place. With this facility firm can plan 
accurately for scheduling the production, quality control, delivery, and shipment. With this 
change firm can decide better how many units should be kept in stock and when to order 
production. Sometimes turn over rate increases and units get short. By connecting 
administration systems of factory and firm, management can accurately follow the process 
from receiving purchase orders, placing production orders, quality, deliveries, and 
shipments.    
 
In CEOs opinion growth has been good for last 4-5 years due to focusing on marketing and 
distribution strategies. Firm can grow further by widening the product portfolio. Konftel 
has good distribution net work. If firm adds five new products in portfolio without adding 
new employees, it can grow very fast. At present, main goal is to the widen product 
portfolio. Firm can grow easily by introducing new products while keeping size of the 
customers same. Internet is not contributing as an enhancer. Internet will contribute much 
better if handles higher volumes without hiring many people. Management needs how cost 
vs. performance of the Internet can be measured since it is vital for them to make strategic 
decisions. Firm is still working traditionally in most of areas. The Internet can be important 
tool if traditional processes are changed. It is possible by taking services from more 
professional and young people having new ideas. At present Internet is just replicating the 
existing procedures. It is being used as another media to do things. It is not being used as an 
enhancer.  It can be done by having that vision. It is more of a leadership problem than 
technology or implementation issues.   
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Role of the Internet in Market Development Strategy 
 
Konftel uses the Internet to find new customers (distributors). Selection is made on the 
basis of pre set criteria like customer profile, economical status, and markets they serve. 
Konftel evaluates these customer companies by studying their web. Customer’s economical 
information is gained from web, respective agencies, or credit insurance companies. Firm 
makes decision wether potential customer is credit worthy or not. The Internet has provided 
several major benefits in this area. When firm decided to enter US markets tweleve years 
ago they got help from different investigating agencies to collect relevant information 
including Swedish government agency which helps companies to start export. Agency 
investigated the US markets for Konftel. However, firm became very dependent on these 
consulting agencies. Firm had no access to other sources of information about the 
characteristics of distributors in target markets. With the induction of the Internet, now firm 
is making most of above investigations by itself.  
 
Konftel does not use much of Internet for advertising. Firm once tried by providing click 
links in search engines and by placing banners on distributor web sites.  However, 
management recognises that the Internet can be useful tool for advertising for this small 
firm facing brand recognition problems. Since customers are conservative in using the 
Internet as a channel, firm does not see much scope using it for advetising. But 
management is studying how the efficiency of the Internet advertising can be incresed. 
They are looking for more experienced persons in this area. Firm believes in using external 
skills to execute the strategy and making decision for allocation of budget for this type of 
advertising. 
 
Firm connected its administartion system with the web mainly for export customers 
(distributors). They can have information regarding order status, deliveries, and previous 
order statistics from web. Typical export matters like export documents are not 
incorporated yet. Management intends to do that but in their opinion it will be complex to 
have all things on web. All customers might not handle everything through the Internet. At 
present, it is more feasible to provide basic and routine matters information on web. 
However, firm acknowledges the need for putting all export matters on the web with the 
increase of sales volume and number of transactions. It is matter of cost and time to make 
things work. 
 
Konftel provides most of customer support through the Internet. Large number of 
customers is served with less number of support people due to the Internet. Firm has been 
concentrating more on marketing side due to small portfolio of products and brand 
recognition problems. Success of selling products is based on educating the customers by 
explaining the products. Video education facility is inducted for customer education. Firm 
provides different levels of support to customers according to volume of business 
associated with each one. Customers (distributors) which do more business, get more 
support. Konftel intends to provide equal level of support to those customers also who are 
doing comparatively less business, but without putting much resource.  Recently a person is 
hired to look after customers at long distance, scattered in different regions from low 

 43



growth of markets, and with low volume of business. Firm expects that Internet tools would 
help this person in providing support to these customers.   
 
Employees use the Internet as major tool for voice and written communication. 
Management frequently travels and can communicate and have meetings with employees 
while on tour. Internet is frquenly used between company office and china factory for 
exchange of information. If Internet stops working, whole company stops. Internet has 
increased the speed of communication and decisions are made fast now. Three or four 
persons can easily get together over the Internet. They discuss and make decisions at the 
same time. 
 
Konftel products are hi-tech and require installation and customer training at professional 
level. Since market is globally scattered and individual country is with low volume of 
business, firm can not handle all with limited resources. Firm is bound to sell the products 
through distributors in more of a traditional way. Firm also feels threat from rival of 
competitors capable to overcome above issues by using the Internet. If some competitor 
arrives focusing bigger markets like US & Germany and use the Internet for product 
education and sells directly to end users with aggressive pricing, can be major threat for 
firm. Management is planning to be more efficient in using the Internet.  
 
Distributors and resellers have developed the Internet based systems for sending & 
receiving inquiries and follow ups with each other. Firm obtains sales information from 
distributors. Any inquiry that firm receives directly from end user forwards that to 
distributor through e-mail for further proceedings. Customer place purchase orders through 
e-mails, fax, and courier depending upon their respective countries.  Most of the payments 
are made electronically within Europe. Payments from US and other parts of world are 
made mostly through paper checks. 
 
Firm does not intend to open new distribution channels. They are strict to existing model 
for distribution because distributors have good contacts with resellers in their regions. Firm 
educates distributors and resellers through seminars. If seminar is not possible firm 
conducts it through webinar3.  Here, all information relating to technology, pricing, and 
selling techniques is provided. However webinar is not much productive as compared to 
seminars. It is hard to communicate on webinar the way it is done on seminar since sales 
persons get opportunity to establish personal contacts with customers. They create 
connections with customers and get their commitments whereas it is not done so efficiently 
over the webinar.   Management is interested to use webinars in a more efficient way.   
 

                                                 
3 Online seminar that may contain audio and video. 
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5.2 Case 2: Care Tech AB (www.caretech.se) 
 
The company was created by Mr. Jun-Erik Larsson in 1990 as a research and development 
company. Mr. Larsson developed the first care phone during 1975/76 in another company. 
He created Care Tech in 1990 where he developed this product for other firms. After four 
years he started developing, producing, and selling care phones from his own company.  At 
present firm is developing and selling high-quality technology-based alarm and safety 
products for elderly and home care situations.  
 
During the years from 1990 to 2002, Care Tech had different investors and shareholders. In 
2002 the Swedish Industrial Fund took the major part. After that Smaforetagsinvest 
invested and had 82% of firm. Afterwards they sold the shares to Four Seasons Venture 
which is Norwegian Venture Capital Firm and owns major ownership at present. So 
ownership is possessed by Four Seasons Venture with 82.6%, Mr. Jun-Erik Larsson with 
15.9%, and Mr. Harley Bronstrom with 1.5% of total shares.  The organization chart of 
group firms is given below: 
 
 

 
 
Figure 5.2: Organizational chart of Care Tech Group 

 
Care Tech group consists of three companies, Care Tech AB, Care Tech Soft Solution AB, 
and Care Tech GmbH. Number of employees for the year 2004, 2005, and 2006 were 12, 
16, and 36 respectively. Firm’s total sales for the years 2004, 2005, and 2006 were € 2.4M, 
€ 3.3M, and € 3.3M respectively. Firm does fall under the category of SME according 
definition of European Union.  
 
A personal interview was conducted with Mr. Finn Carlsen, Managing Director (MD) of 
Care Tech AB. He has several years of experience mostly at managing director position in 
international sales & marketing companies. He is specialized in growing and building sales 
organizations.  
 
Care Tech’s head office is in Kallix, Sweden and branch offices in Stockholm, Malmo, 
Fauln, and Frankfurt. Following figure describes the organization chart of Care Tech AB. 
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Figure 5.3: Organizational chart of Care Tech AB 

 
 
 
5.2.1 Growth Strategies 
 
Product Development 
 
Care Tech introduced 11 new products in the year 2006. Firm has product range of 300 
items in total and out of them 20 products were upgraded in 2006. Firm has outsourced the 
production mainly to China, then Russia and Korea.  
 
Firm considers innovation as important for growth and continuously develops new products 
& components. Competitor products run with electricity and stop working whenever 
electricity breaks down. Care Tech’s products run on batteries which are sufficient for two 
years and continue working in absence of electricity. That is the main competitive edge for 
these products. Second advantage is price competitiveness due to low overheads since firm 
is small in size and has outsourced production. Firm is spends 18% of turnover on R & D 
and 5% on marketing activities. 
 
 
Market Development 
 
In 1994, Care Tech hired sales manager for Sweden who started the commercialization of 
products in Sweden. Next, firm went out to other Scandinavian countries. In early years, 
growth rate of firm was 10-12% per year. In 2003, firm hired professional export manager 
who started building up export in UK, Holland, Belgium. Then firm built up sales in 
Germany, Spain, and France. Firm’s growth increased to 30% for next three years.   
 
There has been a significant addition in customers due to export. There was no change in 
category of customers. Export is around 60% of business. Firm exports through distributors 
in each country. Firm finds new customers by through exhibitions and from existing 
distributors who recommend the new ones as potential customers.  Firm also takes 
information from welfare centers about new customers.   

Care Tech’s biggest market is Sweden. Firm is active in 15 countries including Norway, 
Denmark, Finland, UK, Holland, Belgium, Germany, Australia and a little bit in other parts 
of world. Firm’s customers are municipalities, care taker, and welfare organizations. In 
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Sweden and Germany firm is directly selling to municipalities and welfare organizations. In 
export market firm sell products through distributors. Those distributors are main clients 
and they sell to channels in their respective markets.  

Firm’s major customers are distributors which are a few in numbers. For example firm has 
only one distributor in UK. Firm’s product is niche product. It is not mass market product. 
In Europe, total market for such products is around € 200 M.  Firm has a few customers 
(distributors) in export markets. 
 
In 2006, Mr. Finn Carlsen was appointed as Managing Director who built strategy for 
growth of firm to make it number two from number seven position in next five years. 
Firm’s major competitor stands at number one in Europe and possess 70% of market share. 
Mr. Finn Carlsen plans to expand sales, then marketing and R&D to raise the position of 
the firm. 
 
 
5.2.2 Role of the Internet in Specific Growth Strategies. 
 
Care Tech deployed the Internet facility five years ago with the intentions that new 
customers could look at the products and compare them with competitor products. After 
three years, firm deployed facility for distributors on the web where they could login to get 
technical information on all products including brochures and sales argumentation. They 
could have guidance on installation of new products. Previously all of information was used 
to be printed and posted to each distributor. Now everything is placed on the Internet. They 
can download themselves any thing at any time availing option of multi-language. In 
addition, firm’s web site is providing company information, product information, 
brochures, news, and mail support.  
 
 
Role of the Internet in Product Development Strategy 
 
Care Tech mostly uses e-mail for internal and external communication. Previously it was 
done by letters or phones. Response time has significantly reduced due to the Internet. 
Since production units are in foreign countries, fast and smooth exchange of information is 
very difficult with them if firm does not use the Internet. At present, communication 
through the Internet is on top priority.   
 
Firm extensively uses the Internet for developing new products. Over the Internet, 
engineers search for new components that can replace older ones in existing products 
provided these are better, faster, and cheaper. For production engineers coordinate directly 
with factories for production feasibility of newly developed products. They put up product 
diagrams on computers and discus them with factories. All participants can see, evaluate, 
and discuss diagrams simultaneously over the Internet. It has vast usage between 
production and R&D. Care Tech has special arrangement with China factory where 
participants put diagrams on special site and evaluate, discuss, modify, and make additions 
at the same time.  Whereas sales department looks for potential customer, engineers look 
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for potential components over the Internet and all this information is used in developing 
new products. Firm introduces new products by putting brochures and technical details on 
the web site and informs distributors through e-mail. Firm argues that it makes no sense 
going for mass advertising and informing the public since products are niche. Management 
is more interested to inform decision makers only. 
 
Internet facilitates to send more and instant information to the market instantly. Products 
are developed faster now. In the past, concerns had to wait for letters or components that 
come by ordinary mail to get and share required information. The process was slower. Now 
they get instant information over the Internet and can make decisions simultaneously. Time 
for developing new products has significantly reduced due to the Internet.  Firm collects 
information about customer needs primarily from sales people. They use the Internet as 
major tool to collect information about competitor products to keep management updated 
what is going on in the market.   
  
At the beginning firm was very small in size but now have started growing. Growth started 
at the same time when the Internet started. Organization is adopting the Internet rapidly for 
various purposes. The big change that the Internet brought in organization structure was 
elimination of secretaries. Now everybody drafts letters, books flights, hires conveyance at 
their own using computers and the Internet.  
 
 
Role of the Internet in Market Development Strategy 
 
Care Tech uses the Internet to find new customers and distributors through search engines. 
Management believes that huge amount of information can be obtained from the Internet. 
They get information about potential distributors and new customers. Internet facilitates in 
acquiring instant credit information about potential distributors. Firm can get instant 
information from customer web sites, which is used to evaluate them. Management calls 
this process as fact finding process about potential customers and is much easier with the 
Internet than it was before. Firm once exercised the Internet based auction where products 
were sold to customers (distributors) who had user login and password. It went very 
successful. Such kind of arrangement was not possible without the Internet. However firm 
does not use the Internet in approaching new customers. Management believes that 
business is still human negotiation, that’s why they don’t use the Internet to approach new 
customers. They use the Internet to find new customers and to identify who could be taken 
as distributors. Then, firm talks to these potential customers (distributors) and invites them 
for a meeting. Firm negotiates and signs agreement with customers (distributors) on the 
basis of pre set terms. Then firm uses the Internet to exchange relevant information with 
new customers and distributors. 
 
Firm is not doing much advertising through web because products are for niche market and 
these cannot be promoted by commercial ways as for other mass market products. There 
are ten to twelve companies in European market which produce these kinds of products, 
and likely customers know them all. Care Tech mentions that advertising is done by 
exchanging visiting cards, using letter heads & invoices that have company name and 
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address, and by placing brochures on web site.  When firm started its operations in 
Germany, all welfare organizations were informed through introductory letters that 
included physical and web addresses, and e-mail contacts. These letters were sent by 
ordinary mail to potential customers. Later, firm could see from web statistics who visited 
its website and who were more interested in its products. It was not possible to evaluate the 
response without the Internet. Firm is able to measure customer information instantly due to 
the Internet. 
 
Care Tech uses the Internet banking for transferring and receiving of payments with 
domestic & international customers and suppliers. Firm does not use much of the Internet 
for export activities. Mostly export is conducted in a traditional ways. It is due to customs 
in respective country. In EU no export documents are required except invoices.  For other 
countries export is conducted in a more traditional way that is by floating paper documents. 
Customers can place orders through e-mail, faxes, and ordinary letters. Firm has not 
provided the facility for placing orders directly on web site.  
 
Firm uses traditional means of communication such as letters through ordinary mail. 
Management believes that customers are bombarded with e-mails and other information on 
computers every day. Sometimes sending real letters makes communication more effective. 
However, Internet communication has its own benefits e.g., one letter can be sent to all 
interested persons instantly and information flow rapidly increases. Firm can get in touch 
with more people in shorter time.  
 
Care Tech is able to get instant information about potential customers, their credit 
verification and other details while using the Internet and without putting many resources. 
Firm is able to make all that due to the Internet despite of being small size.  Firm has 
arrangements to get information through the Internet like what has been printed in 
newspapers about competitors and firm’s own products. 
 
Firm uses the Internet for customer support. If customers face any technical problem and 
are unable to solve, engineers can reprogram the product through the Internet. Supports 
people have reduced their personal visits to customers due to the Internet and are able to 
resolve technical issues in a faster way. For sales activities search engines and other 
Internet sources are used about potential customers. Firm uses e-mail as one of the means to 
collect inquiries, sending quotations, and follow ups. Existing clients have login facility and 
they can directly download required information from site. 
 
Management believes that firm will grow by adding new geographic markets where sales 
can be improved. New markets mean more volume and it can be increased by adding more 
distribution channels. Internet has contributed in firm’s growth by facilitating it in 
obtaining fast information. Decision making is fast now due to rapid flow of information 
which has contributed in firm’s growth. 
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6. DATA ANALYSIS 
 
In this chapter, each of two cases will be analyzed against the conceptual frame of 
reference presented in chapter three. Fist, a within case analysis will be conducted in 
relation to the frame of reference on all cases from the empirical data collection. A cross-
case analysis will then be presented in which the two cases will be compared to the frame 
of reference and to each. 
 
 
6.1 Within-Case Analysis 
 
In this section, each case will be analyzed based on the frame of reference regarding growth 
strategies and role of the Internet in specific strategies adopted by SMEs.  
 
 
6.1.1 Konftel AB  
 
Konftel is developing both new technologies and products in communication sector. Firm’s 
annual revenue and employment, as mentioned in chapter five, indicates that firm is 
growing on both aspects especially on revenue side. Main strength of Konftel’s products is 
connectivity. Products are fully capable to integrate with different technologies and perform 
well at customer premises.  
 
 
Growth Strategies 
  
Product Development 
 
Konftel introduced three new product models during last three years. These products were 
built on the basis of changing habits of users for adopting new communication technologies 
which is in accordance with the findings of Smallbone et al., (1995) that growing firms are 
active in developing new products and services for existing customers.  
 
Firm is giving high importance to innovation since working on product and technology 
both. Organizational chart indicates two separate departments working on R&D and 
products. Technology and products are developed in separate domains and technology is 
incorporated in products when required. Customers appreciate Konftel products being 
capable of working smoothly in heterogeneous technology environment due to continuous 
process of technology and products development, thus agreeing with statements of Keogh 
& Evans (1998) and Smallbone et al., (1995) who argue that innovative products and on-
going product development are an important part of the way in which firms attempt to 
differentiate their products for growth. 
 
In 2003, Konftel outsourced the production to China thereby improving quality due to this 
change. Firm can afford more quality checks since labor cost is low in China thus produces 
quality products while remaining competitive in price which is consistent with the findings 
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of Smallbone et al., (1995) that fast growth SMEs tend to drive competitiveness from 
innovativeness and quality factors with cost control as a necessary condition for growth.   
 
Firm spends 6-15% of turnover on developing new products, 20-10% on marketing 
activities and is stabilizing at around 10% for marketing activities. These percentages 
indicate an increase in R&D budget for developing new products which is supporting Boag 
and Dastmalchian (1988) who found that relatively high levels of R & D expenditure were 
incurred by the firms who pursued product development. Konftel is allocating finance for 
R&D activities mostly form cash flow which supports Keogh & Evans (1998) who argued 
that SMEs tend to develop new products by financing it from reinvested earnings. In 
addition R&D is financed by owners, institutions supporting SME firms, and bank loans. 
Konftel is having application partnership with large corporations from the same industry 
where firm can use their laboratories to test whether its products and technologies are 
capable of successful integration and smooth function with their products. Firm has 
cooperation with universities where students work in Konftel to develop new products, 
which is again in accordance with the findings of Keogh & Evans (1998) that collaboration 
with larger organizations, can provide resources in the form of finance or expertise.     
 
 
Market Development 
 
Konftel has entered new markets during last few years. Recently, an office in India is 
established whereas it had already established one office in USA. Firm established 
distribution channels in a number of European countries and other regions of world. This 
conforms to the literature where several authors (Ansoff, 1957; Smallbone et al., 1995; and 
Watts et al., 1998) mentioned that growth oriented firms actively managed market 
development, establishing market position by identifying new markets for existing or 
slightly modified products. 
 
Firm approaches new markets to add new customers on its panel by considering the 
characteristics of target markets. Approach is based on opportunities in new markets, which 
comply with the findings of Smallbone et al., (1995) that growth oriented firms response to 
new market opportunities, obtaining new customers for existing products.  
 
As mentioned in data presentation chapter, Konftel has categorized end user customers into 
three types: small & medium companies having conference rooms, desktop user firms, and 
large corporations with a lot of branch offices. Firm is actively serving these types and 
continuously looks for new ones within these large segments of markets. Firm is also 
addressing changing behaviours of existing customers due to technology revolution. This is 
in accordance with the statements of Keogh & Evans (1998) and Smallbone et al., (1995) 
that developing new markets does not necessary involve geographic market extension, the 
extent to which this is necessary varies between locations, and also between industrial 
sectors, and differences in the extent of niche focusing by firms. 
 
Keogh and Evans (1998) argue that concept of internationalization is operationalized by a 
measure of export sales. Internationalization is the process of increasing involvement in 

 51



international operations.  Konftel exports its products to 50 countries through distributors 
including establishment of its own offices in two countries. Firm has outsourced its 
production to China and quality to a Hong Kong based firm that performs quality tests at 
production site. This is in accordance with the findings of Keogh and Evans (1998) that 
growth oriented SMEs took internationalization as key area for growth and firms may use 
agencies internationally depending upon nature of their output. 
 
Konftel provides products and service through distributors. Decision to have distributors in 
sales channel was made after realizing that business volume in each country was low and 
high cost was required to operate in each country. A business model was developed where 
firm, being small in size and with limited resources, could serve those countries. 
Distributors were appointed who were direct contact points in each geographic area. This is 
conforming to Keogh and Evans (1998) who mention that geographic extension of markets 
and development of business can produce other demands on the company’s resources and 
growth oriented firms may employ licensing and distribution arrangements.  
 
As mentioned above, Konftel’s end user customers include small firms, medium 
enterprises, and large corporations. Konftel supplies products to 50 countries through 38 
distributors. From this, One can conclude that firm is neither depending on only largest 
customers nor is limited by geographic boundaries which comply the findings of Smallbone 
et al., (1995) that growth oriented firms were able to increase the breadth of customer base 
and tended to had lower level of dependence on large customers.  
 
Konftel argues that growth has been good during last 4-5 years due to focusing on 
marketing and distribution strategies. Firm believes that it can grow further if it widens 
product portfolio by adding five new products without adding new employees. At present 
main goal is to widen product portfolio and firm believes that it can grow easily by 
introducing new products while size of customers remains the same. R&D expenditure 
shows that firm had been spending 20-10% of turnover for marketing activities which was 
comparatively more than product development. This is again in accordance with the 
findings of Boag and Dastmalchian (1998) that firms which adopted market-oriented 
strategies for growth incurred relatively high levels of market expenditures.  
 
 
Role of the Internet in Specific Growth Strategies 
 
Konftel is using the Internet for web presence and communication. Web site provides 
company & product information, brochures, events, e-mail support, news, search function 
and facility to customers for interactive marketing and online forums. Firm has connected 
its administration system with web where customers (distributors) can see all transactions 
including deliveries, freights, buying statistics, and can trace orders. All marketing material 
and campaigns are available for customers through web. They can also get registered to win 
prizes through lottery. Use of the Internet indicates that, according to Teo and Pian (2003), 
firm has adopted mainly level 2- prospecting and partially level 3- business integration.  
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Role of the Internet in Product Development Strategy 
 
Konftel uses the Internet for exchange of information regarding product development 
between employees, experts from various countries, and companies involved in this 
process. Without the Internet it is not possible for them setting up work sessions. They use 
various sources of information used in product development and have extensive number of 
meetings through the Internet which is complying with the findings of Anderson (2001) and 
Keogh and Evans (1998) that the Internet enhances organizations internal and external 
communication capabilities and growth oriented SMEs direct scarce resources at 
maintaining internal and external communication. 
 
Firm develops products while considering technical requirements for each country. Firm 
uses the Internet and online resources to gain information in evaluating which technology 
and standards should be incorporated in products for each country. The Internet facilitates 
in making right decisions for new products in each region. This is in accordance with the 
findings of Howe et al., (2000) that the Internet helps firms understand their market better 
and thus target it more effectively. 
 
Konftel considers the Internet as an important tool for developing new products. All 
persons involved in product development access documents and share technical information 
world wide through the Internet. They discuss the details with each other using the Internet 
thus making development process fast which is consistent with the findings of Howe et al., 
(2000), Teo and Peon (2003), and Yujun et al., (2006) that the Internet provides global 
access to people, data, software, documents, and multimedia have allowed organizations to 
shorten the development cycle of new products.  
 
Konftel has adopted the Internet to collect and manage information which is required in 
development cycle. Internet is used to evaluate and decide the types of technology blocks to 
be developed in house and the ones to be outsourced. This is in accordance with the 
findings of Howe et al., (2000) that the Internet offers opportunities for firms in their new 
product development pursuits for enhancing their abilities to collect, categorize, and use 
information needed for product development. 
 
According to Howe et al., (2000) the Internet enhances the abilities of firms in generating 
wider range of new product ideas from a wider range of sources. Konftel did not mention 
any significant use of the Internet in this area. Firm takes product ideas mainly from 
distributors, resellers and end user customers. Distributors provide a lot of information 
about future products since they sell competitor products also. They provide information 
about competitor products in terms of product road map, product details, and pricing. 
Konftel argues that the Internet is unable to provide this kind of information well before 
time. The Internet provides information about competitor products once they are available 
in the market.  
 
Firm uses the Internet to access the published papers in pre-study phase for product 
development. Firm uses the Internet for gaining information to evaluate which technology 
should be incorporated in products that are considered for development. Usually, Firm has 
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a queue of concepts for product development and prioritize them on the basis of ongoing 
communication with concerns over the Internet. Sometimes, firm changes the order of 
products that are lined up for development which is due to gaining fresh information 
through the Internet which is complying with statements of Howe et al., (2004) that the 
Internet makes concept screening process more comprehensive, flexible and objective. 
 
Konftel develops new products having coordination between R&D department in Sweden, 
Experts in Hong Kong, and China production facility. All participants use the Internet to 
access and exchange information frequently within their vicinities and between these 
countries. They conduct frequent discussions and can have extensive number of meetings 
over the Internet during this phase. R&D coordinates with factory to evaluate the feasibility 
for production for products being developed. Internet has enabled many people from 
different locations to involve in project without having any disturbance in process of 
developing the product. Firm has established a network with corporations which support in 
developing new products. Many companies are involved in this process and the Internet has 
enabled them to coordinate and cooperate with each other. This is conforming to Howe et 
al., (2000) who states that the Internet facilitates cooperation network within the firm as 
well as between firm and business partners to facilitate R&D production process.  
 
Konftel has outsourced the production to China. Therefore, it does not comply with the 
findings of Howe et al., (2000) that the Internet improves the effectiveness and efficiency 
of manufacturing development. Firm sends specifications of products to factory for 
production. Firm is directly involved in quality tests at production site. Firm has hired 
another Hong Kong based company to conduct quality tests at site. Representatives of that 
firm visit china factory and perform quality control procedures. In addition, test equipment 
at production line is connected with Konftel through the Internet. Firm gets product test 
reports from factory immediately after these are done. On the basis of these reports, firm 
detects faulty units and addresses the issues. Firm has improved the quality of products due 
to outsourcing and extensive quality tests. Further, Konftel uses the laboratories of 
application partners to test new products for performance and conformity. This is in 
accordance with Howe et al., (2000) who mentions that the Internet increases the speed and 
the quality of testing and validation.   
 
In partial agreement to statement of Howe et al., (2000) that the Internet increases the 
effectiveness and efficiency of new product launch, firm uses the Internet to introduce new 
products to customers by providing them product material, brochures, pricing, availability, 
demonstration, and training facilities. Customers can have other related information on web 
and firm provides training for newly launched products. Since firm has already established 
channels and customers in the market, newly developed products are simply added in the 
ongoing cycle of production and distribution. 
 
Konftel argues that performance can be enhanced by connecting factory’s administration 
system with its administration system. Firm can have information on aspects like raw 
material in place and can plan more accurately for scheduling the production, quality 
control, deliveries, and shipments. Firm can decide better how many units should be kept in 
stock and when to order next production. With this connectivity, firm can manage well the 
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whole cycle from receiving orders to final shipments. This agrees with Howe et al., (2000) 
who states that the Internet enhances operational performance. 
 
According to Andersen (2001), the effective use of the Internet is associated organizations 
with decentralized strategic decision making. Konftel did not make any changes in 
organization structure and in decision making while using the Internet for various purposes 
which does not agree with the literature.  
 
 
Role of the Internet in Market Development Strategy 
 
Konftel uses the Internet for exploring and finding new customers. Firm studies these 
customer companies from their web sites and evaluate them on the bases of pre-set criteria 
like company profile, economical conditions, and markets they serve. Previously firm had 
to hire agencies to gather customer information. Firm became dependent on these agencies, 
gained limited information, and process was time consuming. With the induction of the 
Internet, firm is making most of customer and market investigations by itself and makes 
decisions fast. Internet has enhanced the capability of firm to expand and evaluate markets 
globally. This is consistent with the statement of Teo and Pian (2003) who argues that 
based on the Internet, a firm is able to quickly and effectively expand its geographical 
markets and opens new markets, thus facilitating growth strategy. Firm is not using the 
Internet to open new distribution channels rather firms is selling products through 
distributors in a more traditional even though Teo and Pian (2003) found that the Internet 
presence opens new distribution channels. 
 
Konftel does not use the Internet at large for advertising. Firm adopted the Internet by 
having quick links for some time and placing banners on distributor web sites. Firm intend 
to use the Internet as advertising medium but does not see much scope since customers are 
conservative in using the Internet as a channel. This is not fully complying with the 
statement of Chaffey et al., (2003) that firms use the Internet to advertise internationally 
taking advantage of being low cost. Firm has concerns in using the Internet has advertising 
tool for such a small firm having brand recognition problems. 
 
Firm connected its administartion system with the web mainly for export customers 
(distributors). They can have information regarding order status, deliveries, previous order 
statistics from web. Firm is managing customers globally with limited resources due to the 
Internet which is in consistent with literature where Chaffey et al., (2003) argues that use of 
the Internet is great opportunity for SMEs to increase export at low cost. Firm intends to 
put all export matters on web if sales volume and transactions further increase in export 
markets.  
 
 
Konftel performs most of customer support activities through web. Firm handles large 
number of support matters with less number of support people due to the Internet. Firm has 
introduced video education facility for customers and some times arranges webinars. Firm 
intends to provide equal level of support to all customers through the Internet. All is 
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possible without hiring much staff due to the Internet, which is consistent with Chaffey et 
al., (2003) and Davis et al., (2000) who argue that firms take advantage from the Internet in 
providing support without the necessity for a supporting sales infrastructure in the 
customers’ regions and entrepreneurial firms can overcome the disadvantage of small size 
to reach customers using the Internet. 
 
Firm uses the Internet as major tool for voice and written communication among 
employees. Management frequently travel and they can communicate and have meetings 
with employees. Firm is using the Internet frequently between Sweden office and China 
factory. Internet has enhanced the speed of communication. Concerns get together over the 
Internet, discuss the matters, and make decisions there and then. Firm is making fast 
decisions now. This is in accordance with Andersen (2001) who argues that use of 
information technology to enhance an organization’s internal and external communication 
capabilities is positively associated with organizational performance.  
 
 
6.1.2 Care Tech AB  
 
Care Tech is develops and sells technology-based alarm and safety products for elderly 
people in home care environment. Care Tech’s annual revenue and employment indicates 
that firm is growing on both aspects comparatively more on employment side. Main 
strength of Care Tech products is having long life batteries. These products continue 
working in absence of electricity where as others do not have this facility. 
    
 
Growth Strategies 
 
Product Development 
 
Care Tech introduced 11 new products in the year 2006. Firm has total product range of 
300 items. Out of them 20 were upgraded. This is in agreement with findings of Smallbone 
et al., (1995) that growing firms are active in developing new products and services for 
existing customers.  
 
Firm considers innovation as most important for growth. Organizational chart shows R&D 
as separate department that depicts allocation of resources for development. Firm has 
proper planning with defined procedures for new product projects and average time to 
market is 1-2 years. Customers appreciate Care Tech products being capable of working in 
the absence of electricity. This is due to ongoing process of development, therefore, 
conforms with the findings of Keogh & Evans (1998) and Smallbone et al., (1995) that 
innovative products and on-going product development are an important part of the way in 
which firms attempt to differentiate their products for growth.  
 
Care Tech has out sourced the production to China mainly, then Russia and Korea. Firm 
has controlled cost by outsourcing and is competitive in price due to low overheads. This is 
in accordance with the findings of Smallbone et al., (1995) that fast growth SMEs tend to 
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drive competitiveness from innovativeness and quality factors with cost control as a 
necessary condition for growth.  
  
Firm is spends 18% of turnover on developing new products and 5% on marketing 
activities. These percentages indicate that R&D budget for developing new products is 
comparatively high which is in accordance with Boag and Dastmalchian (1988) who found 
that relatively high levels of R & D expenditure were incurred by the firms who pursued 
product development and supports the findings of Keogh & Evans (1998) that SMEs tend 
to develop new products by financing it from reinvested earnings. 
 
 
Market Development 
 
Care Tech has entered new markets during last few years. Recently, firm opened an office 
in Germany. In addition, firm established distribution channels in a number of European 
countries and other regions of world. This is in accordance with literature where several 
authors (Ansoff, 1957; Smallbone et al., 1995 and Watts et al., 1998) have mentioned that 
growth oriented firms actively managed market development, establishing market position 
by identifying new markets for existing or slightly modified products. 
 
Firm looks for opportunities to add new customers on its panel. Firm explores new 
customers through exhibitions and through existing distributors who recommend new ones 
as potential customers. This is complying with the findings of Smallbone et al., (1995) that 
growth oriented firms response to new market opportunities, obtaining new customers for 
existing products.  
  
Care Tech’s customers are municipalities, care taker, and welfare organizations. In Sweden 
and Germany firm is directly selling to municipalities and welfare organizations. In other 
countries firm sells products through distributors. These distributors are main customers 
and they further sell through their channels in respective markets. Firm is serving niche 
markets. Firm has established more than one channel to sell products according to the 
opportunities in niches which is in accordance with findings of Keogh & Evans (1998) and 
Smallbone et al., (1995) that developing new markets varies between locations, between 
industrial sectors, and differences in the extent of niche focusing by firms. Within identified 
niches, innovative capacity of these firms means that they can constantly develop new 
products, services, or processes. 
 
Keogh and Evans (1998) state that internationalization is the process of increasing 
involvement in international operations and operationalized by a measure of export sales. 
Care Tech exports its products to 15 countries through distributors including establishment 
of its own office in a foreign country. When firm started exporting in 2003, its growth 
increased from 12% to 30% for next three years. At present export volume is 60% of total 
business. Firm has out sourced production to three countries. This is in accordance with the 
findings of Keogh and Evans (1998) that growth oriented SMEs took internationalization as 
key area for growth and firms may use agencies internationally depending upon nature of 
their output. 
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Care Tech supplies products through distributors due to the fact that firm’s products are 
niche in their category. Firm conducts all export business through distributors. This is 
conforming of Keogh and Evans (1998) who mention geographic extension of markets and 
development of business can produce other demands on the company’s resources and 
growth oriented firms may employ licensing and distribution arrangements. Firm has 
established its office in Germany, hence has opened a new channel.   
 
Care Tech’s customers are distributors. In Sweden and Germany, firm directly sells to 
Municipalities and care taker organizations. In other countries, firm’s channels are 
distributors.  These distributors are a few in number e.g., firm has only one distributor for 
UK. Firm does not fully comply with the findings of Smallbone et al., (1995) that growth 
oriented firms were able to increase the breadth of customer base and tend to had lower 
level of dependence on large customers.  
 
Care Tech intends to grow further by expanding sales, marketing, and R&D. Firm has 
appointed new MD, opened new offices, and made other big changes to achieve its goal. 
Firm believes that further growth can be achieved by adding new geographic markets. More 
new markets mean more volume and it can be achieved by putting more distributors on 
panel. Marketing expenditure show that firm is spending 5% on marketing activities which 
significantly low as compared to product development budget. This is not complying with 
the findings of Boag and Dastmalchian (1998) that firms which adopted market-oriented 
strategies for growth incurred relatively high levels of market expenditures.  
  
 
Role of the Internet in Specific Growth Strategies 
 
Care Tech deployed Internet facility with the aim that new customers could look at 
products and compare them with competitor products. Later, firm deployed facility for 
distributors where they could access secure pages by using login and password to gain 
technical information on all products including brochures and sales argumentation. They 
could have guidance on product installation and could down load required information from 
web in more than one language. In addition, firm’s web site provides company and product 
information, brochures, news, and mail support. Use of the Internet indicates that, 
according to Teo and Pian (2003), firm has mainly adopted level 2 i.e., prospecting.  
 
 
 
Role of the Internet in Product Development Strategy 
 
Care Tech uses the Internet to discuss and exchange information on product development 
with factories. Production facility is in foreign countries and it is very difficult to have rapid 
and smooth exchange of information with production firms without the Internet. Firm gives 
importance to the Internet communication since response time has improved among 
employees and with other firms which is complying with the findings of Anderson (2001) 
and Keogh and Evans (1998) that the Internet enhances organizations internal and external 
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communication capabilities and growth oriented SMEs direct scarce resources at 
maintaining internal and external communication. 
 
Firm collects information about customer needs primarily from sales department. Sales 
people uses the Internet to gain information about competitor products to keep management 
updated. This is complying, to some extent, with findings of Howe et al., (2000) that the 
Internet helps firms understand their market better and thus target it more effectively.  
 
Care tech uses the Internet, to large extent, for developing new products. Firm searches for 
new components that can be incorporated in existing products and studies the feasibility of 
these components over the Internet using various resources. Engineers coordinate directly 
with factories to evaluate the production feasibility for newly developed products. Products 
are developed faster now. In the past, it used to take more time for sending and receiving 
letters, components, or other product development related information due to traditional 
means. Now firm obtains that information instantly and makes decisions simultaneously. 
Internet has reduced the time for developing new products. This is consistent with the 
findings of Howe et al., (2000), Teo and Peon (2003), and Yujun et al., (2006) that the 
Internet provides global access to people, data, software, documents, and multimedia have 
allowed organizations to shorten the development cycle of new products.  
 
Care Tech has adopted the Internet to collect, exchange, and use information in product 
development cycle. Firm has established links with production units in foreign countries. 
R&D department puts diagrams on specific a site which is accessible for factories as well 
and all participants can see, discuss, and evaluate diagrams simultaneously over the 
Internet. The Internet has vast usage between R&D and productions units. Firm has special 
arrangements with China factory, where participants put diagrams on special and secure 
sites, and can discuss, evaluate, and modify these diagrams at the same time directly on 
web. This is in accordance the findings of Howe et al., (2000) that the Internet offers 
opportunities for firms in their new product development pursuits for enhancing their 
abilities to collect, categorize, and use information needed for product development, makes 
concept screening process more comprehensive, flexible and objective, and facilitates 
cooperation network within the firm as well as between firm and business partners to 
facilitate R&D production process.  
 
Care Tech has outsourced production and does not comply with the findings of Howe et al., 
(2000) that the Internet improves the effectiveness and efficiency of manufacturing 
development and increases the speed and the quality of testing and validation. In partial 
agreement to statement of Howe et al., (2000) that the Internet increases the effectiveness 
and efficiency of new product launch, firm uses the Internet to introduce new products to 
customers by sending them product material, brochures, pricing, availability, and 
demonstration facilities. Customers can have other related information on web. Since firm 
has already established channels and customers in the market, newly developed products 
are simply added in the ongoing cycle of production and distribution. 
 
According to Andersen (2001) the effective use of the Internet is associated organizations 
with decentralized strategic decision making. Care tech’s organization structure is 
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centralized firm did not make any changes in organization structure and in decision making 
while using the Internet for various purposes. The only change that the Internet brought in 
organization structure was elimination of secretaries. Internet facilitated the concerns to 
perform those tasks easily, which used be done by secretaries previously. However, the 
Internet has facilitated firm’s growth due to having quick information and fast decision 
making. The fast decision making due to rapid information flow has contributed in firm’s 
growth.  
 
 
Role of the Internet in Market Development Strategy 
 
Care Tech has adopted the Internet to explore new customers including distributors and 
direct customers both. Firm identifies who could be candidates as distributors and collects 
huge amount of information about them. Firm obtains instant credit information for 
potential distributors and evaluate their web sites to get a match. Fact finding process about 
potential customers has become much easier with the Internet than it was before. Internet 
has enhanced the capability of firm to expand and evaluate market globally. This is 
consistent with the statement of Teo and Pian (2003) who mentioned that based on the 
Internet, a firm is able to quickly and effectively expand its geographical markets and opens 
new markets, thus facilitating growth strategy. Firm is not using the Internet to open new 
distribution channels rather is selling products in a more traditional way. Firm once 
exercised Internet auction where products were sold to customers (distributors) who had 
login access. The event was a success. Such kind of arrangement was not possible without 
the Internet which, to some extent, is in accordance with Teo and Pian (2003) who found 
that the Internet presence opens new distribution channels. 
 
Firm is not advertising through the Internet except having web site. Firm argues that since 
products are niche and these cannot be promoted the way other mass markets are treated. 
This is not complying with the statement of Chaffey et al., (2003) that firms use the Internet 
to advertise internationally taking advantage of being low cost.  
 
Care Tech deployed web facility mainly to export customers for providing product, sales, 
technical information, manuals, and installing instructions. Firm manages customers 
globally with limited resources due to the Internet which is consistent with literature 
(Chaffey et al.,2003) that use of the Internet is great opportunity for SMEs to increase 
export at low cost. Firm uses the Internet for customer support too. In case customers face 
technical problem in products, firm resolves it over the Internet. There is significant 
reduction in personal visits for customer service and firm is able to resolve technical issues 
in a faster way which is consistent with Chaffey et al., (2003) that firms take advantage 
from the Internet providing support without the necessity for a supporting sales 
infrastructure in customer regions. 
 
Care Tech uses the Internet to collect information instantly about customers and related 
details from various parts of world. Firm has arrangements to get specific information about 
competitors and its own products published in newspapers. Firm is able to serve and 
manage foreign customers due to the Internet and can send more information to market 
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instantly using the Internet. Otherwise it was not possible being small and with limited 
resources, which is consistent with Davis et al., (2000) who argue that entrepreneurial firms 
can overcome the disadvantage of small size to reach customers using the Internet. 
 
Firm is using the Internet as communication medium at top priority. Previously it was done 
through post or phones. Response time has reduced due to the Internet. Firm is able to have 
rapid and smooth exchange of information with production firms which are located in 
foreign countries which is not possible without the Internet. Customers also exchange large 
amount of information with the firm. This is in accordance with Andersen (2001) who 
argues that use of information technology to enhance an organization’s internal and 
external communication capabilities is positively associated with organizational 
performance.  
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6.2 Cross-Case Analysis  
 
In this section, two cases will be compared to each other. The cross-case analysis is based 
on the within-case analysis for each firm which showed how each case could be compared 
to conceptual framework concerning growth strategies, levels of the Internet integration, 
and role of the Internet in adoption of specific growth strategies. While still using the 
framework as the underlying structure, the cross-case analysis will focus on identifying 
similarities and differences across the two cases.  
 
 
6.2.1 Growth Strategies  
 
As can be seen in table 6.1, both firms have adopted product development and market 
development as strategies for growth which is mentioned in literature (Ansoff 1957; 
Smallbone et al., 1995) that growth oriented firms adopt multiple strategies  
(Constantinides, 2004; Watts et al., 1998).  
 

Table 6.1: Growth Strategies Adopted by the Firms Investigated. 

Growth Strategies 
(Ansoff, 1957; Boag & Dastmalchian, 1988; Constantinides, 2004; 
Keogh & Evans, 1998, Smallbone et al., 1995; Watts et al., 1998) 

Konftel Care Tech 

Product Development + + 
New products for existing customers + + 
High product Innovativeness  + + 
Innovative production ^ - 
Collaboration + - 
High R&D Budget + + 
Market Development + + 
New customers for existing products + + 
Response to new market opportunities + + 
New market niches + + 
Export + + 
Distribution arrangements + + 
Lower level of dependence on largest customers + ^ 
High Marketing Budget + - 
+ Found in the firm 
^ To some extent 
* Firm realizes but has not implemented yet 
 - Not found in the firm 
 
Both firms produce new products and components for existing customers as found by 
Smallbone et al., (1995) that growing firms are active in developing new products for 
existing customers. High product innovativeness is reported by both the firms which is 
according to the findings of Keogh and Evans (1998) and Smallbone et al., (1995) that 
innovative products and on-going product development are an important part of the way in 

 62



which growth oriented firms attempt to differentiate their products. Both firms have 
outsourced the production, thus do not comply with the literature. However, one firm has 
established links with production facility to take more quality checks while keeping the cost 
low which is mentioned by Smallbone et al., (1995) fast growth SMEs tend to drive 
competitiveness from innovativeness and quality factors with cost control as a necessary 
condition for growth. 
 
One firm indicated collaboration with large corporations for expertise, technical resources, 
and finance thereby supporting the findings of Keogh and Evans (1998) that collaboration 
with larger organizations can provide resources in the form of finance and expertise. Boag 
and Dastmalchian (1988) reported that relatively high levels of R&D expenditures were 
incurred by the firms who pursued product development. This study seems to point the 
same results.  
 
Growth oriented firms actively manage market development by identifying new markets 
and establishing market position in new markets for existing or slightly modified products 
(Ansoff 1957; Smallbone et al., 1995; Watts et al., 1998). Both firms indicate market 
development by entering directly or establishing channels in new markets. Smallbone et al., 
1995 found that growth oriented firms responded to new market opportunities and obtained 
new customers for existing products. Empirical evidence proved that both firms response to 
new market opportunities. In accordance to findings of Keogh and Evans (1998) and 
Smallbone et al., 1995 both firms indicated finding new niches for their products. 
 
Both firms take internationalization as important for growth which is something in 
accordance with the findings of Keogh and Evans (1998) that growth oriented SMEs took 
internationalization as key area for growth.  Firms provide products through distribution 
channels since firms are small in size and have limited resources. Firms mention that 
distribution is feasible because of their markets and business volume in each region. In 
addition, one firm has opened more than one channel. Same was indicated by Keogh and 
Evans (1998) that geographic extension of markets and development of business can 
produce other demands on company’s resources and growth oriented firms may employ 
licensing and distribution arrangements. 
 
Smallbone et al., (1995) mention that growth oriented firms are able to increase the breadth 
of customer base and tend to have lower level of dependence on large customers. Both 
firms showed the ability and tendency to increase customer base whereas only one firm has 
lower level of dependence on large customers whereas the other one indicated it to some 
extent which is overall conforming to the literature. Empirical evidence proved that one 
firm is allocating comparatively high budget for marketing activities which is in accordance 
with the findings of Boag and Dastmalchian (1998) that market-oriented strategies for 
growth incur relatively high levels of market expenditures. The other firm does not comply 
with the literature since it allocated lower level of budget for marketing activities even they 
plan to grow further by adopting market development.    
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6.2.2 Role of the Internet in Specific Growth Strategies 

The empirical data revealed that at the levels of e-mail adoption and the Internet presence, 
both firms have e-mail accounts with the web sites offering information about firms and 
their products as mentioned by Teo and Pian (2003).  
 
Table 6.2: Levels of the Internet Integration  
 

Levels of the Internet Integration 
(Teo and Pian, 2003) 

Konftel Care Tech 

Level 4: Business Transformation   
Transformation of overall business model throughout the 
organization 

- - 

New business opportunities - - 
Level 3: Business Integration   
Integration of business processes * - 
Cross-functional links between customers and suppliers * - 
Interactive marketing and sales + + 
Online communities + - 
Secure transactions - - 
Advanced search functions - - 
Level 2: Prospecting   
Customers’ access for products with minimal information-
distribution cost  

+ + 

Company information + + 
Product information + + 
News + + 
Events + + 
Interactive content + + 
Personalized content + + 
e-Mail support + + 
Simple search + - 
Level 1: Internet Presence   
Web site + + 
Company information + + 
Product brochures + + 
Level 0: e-Mail Adoption   
e-Mail account + + 
+ Found in the firm  
^ To some extent 
* Firm realizes but has not implemented yet 
 - Not found in the firm 

In addition to above, both firms provide e-mail support, company news, and information 
about events to visitors, which are the Internet adoption at prospecting level (Teo and Pian, 
2003). Both firms provide interactive and personalized contents to their customers at secure 
site where they can access with login user and passwords. Further, customers can access for 
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products keeping information and distribution cost low which is again a factor related to 
prospecting level. Teo and Pian (2003) mentioned simple search function as an element of 
level two. However, only one firm has incorporated this function in their web.    

The business integration level is reached when a firm is connected with the Internet in such 
a way as to allow interactions between firm and website visitors such as sales and 
marketing can take place. Both firms have deployed interactive sales and marketing 
activities for customers which are in accordance with the literature.  However most of the 
time customers are involved in sales activities in a more traditional way. One firm has 
mentioned its involvement in ‘online communities’ which is a factor related to business 
integration level (Teo and Pian, 2003). This level also incorporates ‘advance search 
functions’ and ‘secure transactions’. However, neither of the firms has added these features 
in their websites. Literature mentions   ‘Integration of business processes’ and   ‘Cross-
functional links between customers and suppliers’ are related to business integration. Both 
firms have not deployed these attributes in their web sites. One firm realizes that by 
integrating its administration system with production factories, performance can be 
enhanced in various aspects. 

According to Teo and Pian (2003), business transformation which is highest level, is 
achieved when firms use the Internet to transform overall business model throughout the 
organization and seek for new business opportunities. Neither of the firms has achieved this 
level. Further, option for multi-language was found in the websites of both firms. This 
aspect was not mentioned in any of the levels. 

Role of the Internet in Specific Growth Strategies          
 
Table 6.3 below offers a summarized and simplified view of how the Internet influences 
specific strategies that firms adopted to grow. In accordance with the literature (Andersen, 
2001; Chaffy et al., 2003; Davis et al., 2000; Howe et al., 2000; Teo and Pian, 2003 and 
Yujun et al., 2006), it can be seen that the Internet is influencing both product development 
and market development strategies.  
 
Both firms reported enhancement in internal and external communication in the area of 
product development by using the Internet which is something that was also found by 
Andersen, (2001). One of the firms indicated making the right decisions in selection of 
more feasible technology standards to be incorporated in products for target regions, which 
is possible due to the Internet. To some extent, other firm also mentioned the use of  the 
Internet to determine customer needs for developing new products. This is in accordance 
with the findings made by Howe et al., (2000) that the Internet helps the firms understand 
their market better and thus target it more effectively.  
 
In accordance with the literature (Teo and Peon, 2003; Yujun et al., 2006) both firms 
indicated the facilities that the Internet provided to the pepole invloved in product 
development. They access and share technical information and documents worldwide, 
discuss the details in real time from variuos parts of the world, evalute the feasibilities with 
production units, and make decisions at fast pace thereby shortening the development cycle 
of new products. Howe et al., (2000) mention that the Internet offers opportunities for firms 
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in new product development pursuits for enhancing abilities to collect, categrize, and use 
infromation needed for product development. Empirical evidence indicates that the Internet 
enables the firms in collecting and managing information for product development. 
 
Neither of the firms uses the Internet to generate a wider range of product ideas from wider 
range of sources which is contrary to what Howe et al., (2000) stated. One reason might be 
that investigated firms highly consider competitor products to gain ideas and features to 
develop new products. One firm mentioned the limitations of Interent being unable to 
provide information on competitors’ future products so they rely on other sources of 
information. Only one firm mentioned the flexibility and comprehensivness of concept 
screening process due to the Internet which was also found by Howe et al., (2000).  
 
Table 6.3: Role of the Internet in Specific Growth Strategies 
 

Role of the Internet in Specific Growth Strategies 
(Andersen, 2001; Chaffy et al., 2003; Davis et al., 2000; Howe et al., 
2000; Teo and Pian, 2003 and Yujun et al., 2006) 

Konftel Care Tech 

Product Development + + 
Enhancement in internal and external communication + + 
Understanding market better to target it more effectively + ^ 
Shorten the development cycle of new products + + 
Collecting, categorizing and using information for product 
development 

+ + 

Wider range of new product ideas from a wider range of sources - - 
Concept screening process more comprehensive, flexible and 
objective 

+ - 

Cooperation network + - 
Improving effectiveness & efficiency of manufacturing development - - 
Increasing the speed and the quality of testing and validation + - 
Enhancing the effectiveness & efficiency of new product launch ^ ^ 
Enhancing operational performance * - 
Decentralized strategic decision making - - 
Market Development + + 
Quick and effective expansion of geographical markets regionally 
and globally. 

+ + 

Opening up new markets  + + 
Establishing new distribution channels - ^ 
Low cost of advertising internationally ^ - 
Increase in export at low cost + + 
Low supporting sales infrastructure in customer regions + + 
Overcoming the disadvantage of small size to reach customers + + 
Enhancement in internal and external communication + + 
+ Found in the firm 
^ To some extent 
* Firm realizes but has not implemented yet. 
- Not found in the firm 
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One firm indicated role of the Internet in establishing coopetation with various 
organizations including business partners from different countries for coordinating and 
facilitating R&D and production process which is in accordance with the findings of Howe 
et al., (2000). Both firms have outsourced the production and do not comply with the 
literature (Howe et al., 2000) that the Internet improves the effectiveness and the efficiency 
of manufacturing development. Both firms use the Internet, to some extent, in launching 
new products which to some extent comply with the findings of Howe et al., (2000).  
 
According to Howe et al., (2000) the Internet enhances operational performance. Both 
firms did not mention any role of the Internet in this area. However, one firm realized that 
by integrating the Internet to processes and connecting it with production facilities and 
other organizations involved in business, operational performance can be enhanced. This is 
something which is also identified in conceptual frame work that integration of Interent at 
higher levels will have more influence on startegies adopted for growth. Both firms did not 
make any changes in decision making while using the Internet though it was mentioned by 
Andersen (2001) that effective use of the Internet is associated organizations with 
decentralized strategic decision making.  
 
Both firms are taking advantages of the Internet in finding and approaching new customers 
in various geographic regions worldwide. Internet facilitates in investigating and evaluating 
potential customers and has enabled the firm to make fast decisions for openning up new 
markets which is something in accordance to findings of Teo and Pian (2003).  
 
Contrary to literature (Chaffey et al., 2003) both firms are not using the Internet to open 
new distribution channels. One firm is strict to existing distribution model and does not see 
any advantages to modify or add new channels thus the Internet does not play any role in 
this area. How ever, other firm has established two distribution channels in customer 
markets but they are not using the Internet in opening up new ones. They once conducted 
Internet auction for customers which was new channel. This conforms with the theory to 
some extent.  Both firms are not using the Internet for advertising. One frim argued since 
products are for niche markets there is no point for mass adverting using the Internet. Other 
firm used the Internet for sometime to advertise but did not get the desired results. Inspite 
of cutting cost firm emphasized on performance in this area. This is not fully in accordance 
to what Chaffey et al., (2003) states that firms use the Internet to advertise internationally 
taking advantages of being low cost. 
 
Both firms reported extensive use of the Internet for export customers by establishing 
secure sites for sales, marketing, technical information, and support which increses export 
customers. Firms are managing all export matters without putting much resource which is 
possible due to the Internet. This is something mentioned by Chaffey et al, (2003) that  use 
of the Internet is a great opportunity for SMEs to increase export at low cost. Both firms 
provide support to large number of customers with less number of staff due to the Internet. 
This includes sales trainings, after sales services, technical assistance, handling customer 
inquiries and compalints worldwide without much personal invlovment which has also 
discussed by Chaffey et al., (2003).  
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In accordance to Davis et al., (2000) both firm reach international customers while using 
the Internet. They are able to send information instantly to large number of customers 
across the world. One firm conducts webinars for international customers and is able to 
access them by virtue of the Internet. Andersen (2000) mentions that use of information 
technology to enhance an organization’s internal and external communication capabilities is 
positively associated with organizational performance which is also reported by both the 
firms in this empirical study. 
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7. CONCLUSIONS & IMPLICATIONS 
 
The aim of the last chapter is to provide an overall conclusion regarding the findings of 
this study. Conclusions are based on the analysis conducted in the previous chapter. These 
conclusions or findings connected to each research question will be discussed in the first 
section, followed by managerial and theoretical implications. The final section will cover 
implications for future research. 
 
7.1 Overview 
 
The overall purpose of this thesis has been to study the role of the Internet in strategies that 
small and medium enterprises (SMEs) adopt for growth. The study was conducted with two 
related perspectives. The first solely focused on strategy’s perspective with emphasis given 
on growth. The second was posited within the realm of the Internet’s role in specific 
strategy. The findings are based on two case studies, therefore the purpose is not to 
generalize the findings to a larger population since the aim of qualitative research is not 
generalizability, rather, one can discuss the similarities or differences with existing theories 
as mentioned before.  
 
Indeed, there are many similarities among the results obtained in both studies. In the 
literature, product development and market development were described as important 
strategies among technology based firms which were confirmed in the two cases. It was 
also found that the described strategies were preferred by the firms. With regard to the role 
of the Internet in specific startegies, many similarities were also found between the cases. 
However, there are a few aspects regarding the role of the Internet which were not found in 
the firms.  
 
The study provides substantial support to respective conceptualization provided in the 
theory, although a few individual differences were also observed. The details would be 
provided by addressing the research purpose ‘Role of the Internet in strategies that small 
and medium enterprises (SMEs) adopt for growth.’ Based on research purpose two research 
questions were constructed. The findings will be discussed with respect to research 
questions. This section is divided into two parts i.e., growth strategies and role of the 
Internet in specific growth strategies. 
 
 
7.1.1 Rearch Question 1: How can the growth strategies adopted by SMEs be described? 
 
The focus of first research question was to describe the growth strategies adopted by Small 
and Medium Enterprises. As was described in the literature, results from this study indicate 
that two strategies were taken at high priority. Both firms adopted product and market 
development as strategies for growth. However, a couple of aspects within each strategy, 
which were mentioned in the literature, could not be found. Innovative production was one 
aspect whereas both firms outsourced the production. The main reason mentioned for 
outsourcing was cost control and quality improvement. However, literature also indicated 
quality and cost control as necessary conditions for growth.  Allocation of budget with 
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respect to preferred strategy was not found in one firm since they emphasize on market 
development strategy for further growth but incur comparatively low budget for marketing 
activities. Collaboration with other firms in the area of product development was not found 
in one firm though it was emphasized by the literature. One reason could be since firm has 
been highly R&D oriented for developing new products, there might not have been any 
need to collaborate with other firms due to the firm’s own expertise and resources in this 
area.           
 
Both firms produce new products for existing markets with high product innovativeness 
and incur high budget for these activities which is recommended for product development 
oriented firms. In parallel, both firms add new markets for their products and respond to 
new market opportunities. One firm exclusively serves niche markets and the other one also 
considers niches along with large market segments. Both firms strive for new market 
niches. 
 
Export was found to be the main aspect for growth of both the firms in market development 
area which was also pointed out by the literature.  Results indicate that studied firms took a 
planned approach to internationalization which was also recognized in literature as the key 
area for growth of technology-based firms. Both firms have established distribution 
arrangements especially in export markets to manage scattered international customers with 
limited resources, which was another aspect for growth oriented firms. Literature 
mentioned lower level of dependence on large customers to ensure growth of firms who 
adopted market development strategy. One of the firms was not found with this aspect. One 
reason could be that the firm is relying on distribution channels for supplying products and 
these distributors are a few in numbers.   In certain regions the firm is depending on only 
one or two distributors to sell products which can be critical for success of market 
development strategy. More specifically the following conclusions can be made: 
 

• Product development and market development are adopted as strategies for growth. 
• Small and medium enterprises develop new products for existing customers in niche 

markets and give high importance to product innovativeness. 
• Firms outsource production to remain competitive in prices and quality. 
• Collaboration is established with larger organizations for expertise, technical and 

financial resources. 
• Firms find new customers for existing products and response to new market 

opportunities 
• Internationalization is taken with planned approach by SMEs. 
• Firms generate revenue and increase sales mainly through export. 
• Firms establish distribution channels especially in export markets to serve scattered 

niche segments despite of having limited resources. 
 
7.1.2 Research Question 2: How can the role of the Internet in specific growth strategies 
                        adopted by SMEs be described? 
 
As described in literature, results from this study indicate that several levels exist for the 
Internet integration. Both the firms were involved in activities that could be associated to 
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prospecting level i.e., they used the Internet to provide e-mail support, news, and 
information about company, products, and events. These firms were also found to provide 
access for products with minimal information-distribution cost, interactive and personalized 
contents for customers (distributors), which were pointed out by the literature as important 
use of the Internet at prospecting level. One firm incorporated the function of simple search 
which also belonged to the same level. 
 
The study found that both firms had integrated only one application related to business 
integration level i.e., interactive marketing and sales. Only existing customers (distributors) 
could access to this function on secure pages. All other uses of the Internet at this level 
were not found in any of the firms except online communities in one firm only. One firm 
recognized the need for integrating business processes and cross-functional links with other 
companies for better performance towards growth which were mentioned as important use 
of the Internet at business integration level.  The same was identified in the conceptual 
framework that integration of the Internet at higher levels was proactive and more strategic 
thus expected to play a significant role in strategies for growth. It was also found that 
studied firms raised their levels of the Internet integration as they achieved more growth, 
which was something also mentioned in conceptual framework. 
 
Highest level of the Internet Integration i.e., business transformation was not found in any 
of the firms. One possible reason could be that studied firms were tangible goods producers 
and characteristics of industry and markets might influence their level of the Internet 
integration. Overall both firms were found mainly at prospecting level and partially at 
business integration level for the Internet integration. 
 
Both firms realize the benefits of using the Internet in product development and market 
development strategies. It was difficult to quantify the role of the Internet once taken into 
strategies for growth since cost vs. performance of most of other resources allocated for 
these strategies could be measured in a more precise way. Not all benefits given in 
literature for the Internet use in growth strategies especially for product development were 
present in the firms studied. One explanation could be that since both firms have 
outsourced their production, many of the benefits were not found. The other reason might 
be existing levels of the Internet integration in both the firms.  
 
Related to common benefits for product development strategy, Enhancement in internal and 
external communication; collecting, categorizing and using information for product 
development; and shortening the development cycle of new products were clearly 
identified. Role of the Internet for obtaining wider range of product ideas could not be 
found in both firms. One possible reason is that both firms are very keen to know their 
competitors’ products for making decisions regarding new product developments and they 
get information from other resources in this area. Benefits and role of the Internet for better 
understanding of market, concept screening process, network cooperation to facilitate 
R&D, and increasing the speed and the quality of testing and validation were found in one 
of the firms. This might be due to firm’s already established collaboration with other 
organizations in this area.  
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To some extent, role of the Internet in new product launch was identified in both firms. One 
firm realized that operational performance could be increased if automated systems and 
business processes are connected with partners. This could be possible by increasing the 
level of the Internet integration which was mentioned in conceptual framework. Literature 
indicated that performance relationships to the Internet and its use could be enforced when 
combined with decentralized strategic decision making approach. This aspect could not be 
found in either firm since decision making and structure was centralized. One reason might 
be these firms are small in size and are controlled centrally. Usually decentralized 
structures are found in large corporations.  
 
However, both firms were found using the Internet to overcome the disadvantage of being 
small to reach customers. Concerning the role of the Internet in market development 
strategy, the aspects most frequently mentioned by the firms were enhancement in internal 
and external communication, increase in export, and low supporting sales infrastructure in 
customer regions. Both firms were found using the Internet for quick and effective 
expansion of geographical markets regionally as well as globally and opening up of new 
markets.  
 
While the literature points out importance of the Internet in advertising internationally and 
establishing new distribution channels, studied firms were found not using much of the 
Internet for these purposes. Firms argued that since their customers were also business 
companies and most of products were niche, there was no point to go for mass advertising. 
Since, both firms had established distribution channels and decided to remain strict to them, 
the Internet, in spite of having potential, was not used to open new channels. Conclusions 
are summarized as: 
 

• Firms adopt middle levels of the Internet integration and recognize the importance 
of higher levels for better planning and operational performance. 

• Small and medium firms use the Internet in product and market development 
strategies. 

• The Internet enhances both internal and external communication. 
• The Internet shortens the development cycle of new products by providing facility 

to collect, categorize, and use information for product development. 
• The Internet is used to understand the market better to target it more effectively by 

developing specific products for target segments. 
• However, firms do not use the Internet to its full potential for product development 

strategy. 
• The Internet is used for quick and effective expansion of geographical markets 

regionally and globally. 
• Firms use the Internet to open up new markets. However, the Internet is not much 

used to establish new distribution channels. 
• Small and medium firms do not use the Internet to large extent for advertising. 
• Firms use the Internet to export at low cost and overcome the disadvantage of small 

size to reach customers especially in export markets. 
• The Internet is used to serve export customers with out having large sales 

infrastructure in foreign countries.  
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7.2 Managerial Implications 
 
Based on the results and conclusions, a number of managerial implications are drawn for 
both strategies and use of the Internet for growth. 
 

• Application of resources is of critical importance for successful implementation of 
strategies, firms should allocate appropriate resources for each strategy adopted.  

 
• Use of the Internet is of vital importance for SMEs and should be taken into the 

overall strategy of the firm to enhance the performance as a whole. 
 

• Higher levels of the Internet integration should be adopted to take significant 
benefits and successful implementation of growth strategies. 

 
• Firms should consider more use of the Internet in niche and target segments since 

the Internet has the potential to serve niche markets effectively & efficiently and 
sales can be increased. 

 
• Internet should be considered to establish new distribution channels at least in the 

markets which are more adapted to it. 
 

• Firms should use the Internet to advertise in target markets and selected niches 
since it has great potential to send personalized messages to well defined target 
groups. 

 
 
7.3 Theoretical Implications 
 
In this study, the conceptual framework was built on existing theories. In the two cases 
studied, product development and market development applied well to the conceptualized 
growth strategies.  However, the study supported neither innovative production nor role of 
the Internet in this area due to the fact that production was outsourced by both the firms 
whereas this aspect was not mentioned in literature.  
 
Although the theory mentioned low cost of advertising globally due to the Internet, firms 
were more concerned about effective and efficient advertising.  The theory mentioned a 
group of functions and web elements for different levels of the Internet integration. Since 
the Internet and its related technologies are moving forward at fast pace many of new 
functions being incorporated rapidly, for example studied firms incorporated multi-
language function in their web sites whereas it was not mentioned in any of the levels. 
Further, different theories use different terminologies while explaining models of the 
Internet adoption. Theory mentions the benefits and role of the Internet in adopted strategy 
but does not explain how these benefits can be achieved in each strategy for growth.  
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7.4 Suggestions for Future Research 
 
In this study, analysis and conclusion would serve as departing points for further 
investigations. There is substantial need to further investigate the area of the Internet and 
growth strategies. Suggestions for future research include the aspects, 
 

• The study conducted has been mainly descriptive in nature. It would be of most 
interest to conduct more-empirically based research that includes SMEs from 
different industries with the aim to find the best possible use of the Internet in 
growth strategies. 

 
• Investigate the effects of outsourcing on the growth of a firm. 

 
• Conduct a fresh study regarding levels of the Internet adoption and incorporate 

more recent aspects which are being used in web sites. Further, emphasize should 
be given to reach some terminologies that can be used globally. 

 
• Study how cost vs. performance of the Internet can be measured when it is taken 

into firm’s strategies for growth. 
 

•  Investigate how Internet can contribute to overcome the problems of brand 
recognition for small and medium firms. 

 
• Investigate how Internet can be used effectively and efficiently to open new 

distribution channels in foreign markets. 
 

• Study how can optimal use of the Internet be achieved in markets that operate in a 
more traditional way. 

 
• Further study could also focus on how Internet can be used for efficient and 

effective advertising in niche markets.  
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APPENDIX A: Interview Guide 
 
 
Name of Company: 
 
Name of Person, title, experience: 
 
 
Company Information 
 

• Historical Background 
• Number of employees for the years 2006, 2005, and 2004. 
• Ownership & Organizational Structure 
• Products, Technology, Markets, and Structure 
• Firm’s total sales for the years 2006, 2005, and 2004 
• Percentage of turnover being spent on developing new products and marketing 

activities. (Means to finance?) 
• Most important competitive advantage as perceived by customers 
• Description of Customers 

 
 
 
Growth Strategies: 
 
1- In past three years have you introduced any new products or made significant 

improvements to those in production? How many? Please give brief details 
 
2- Is innovation important for your firm? If No, why? If Yes, How do you practice in 

Products, Processes, and Production?  
 
3- During past three years have there been big changes/additions in your customers? If No, 

why? If Yes, How? 
 

4- Do you prefer to explore & approach new market segments? If Yes, How? If No, why?  
 
5- Do you export your products? If No, why? If yes, how? 
 
6- What are distribution channels for your products? Have you made any major changes 
     in distribution channels? If yes, how? 
 
7- Does your firm supply products to a few customers only or you continuously aim for  
    new customers? If yes, how you search and target them? How you get through with 
    them? 
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Role of the Internet in Adoption of Specific Growth Strategy: 
 
 
1- What is your purpose for deploying the Internet establishment? (e.g., brochures, e-mail, 
     information about the firm and products, interactive marketing/sales, transactions, 
     search for information etc) 
 
2- How does the Internet enhance communication between you and your employees, 
    customers, suppliers, and other interested parties?   
 
3- How do you use the Internet in exploring and approaching new customers and segments? 
    How Internet provides benefits in this area? 
 
4- Do you use the Internet in advertising? If Yes, How? If No, Why? How Internet is 
     beneficial in this area? 
 
5- In case of export, what activities do you perform through the Internet?  
 
6- How does the Internet supports in overcoming disadvantage of firm being small size to 
    reach customers? 
 
7- How does the Internet supports in sales function and in opening new distribution  
    channels? 
 
8- How do you use the Internet in developing new products? (e.g., generating ideas, 
     screening, testing and validation, new product launch etc.) 
 
9- Has the Internet improved your ability to bring new products to the market, develop 
    products faster, and develop more customized products? If Yes, how? 
 
10- How Internet facilitates in production? Are there any economical benefits due to 
      the Internet? Please explain?  
 
11- Did Internet cause any changes in organization structure and decision making? If yes, 
      how? What benefits it provides in new management system? 
 
 
 
Summary 
 

• In your opinion how your firm can grow? 
 

• In your opinion how Internet has facilitated in growth of firm?   
 

• If you have any additional comments, please share them with us. 
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