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Abstract 
 
The rapid development in technology, the liberalization of international trade and the 
intense competition in the international market have resulted in enhanced globalization. It 
has become more common for organizations to take part in the internationalization. When 
companies make the strategic decision to go international a strategy for its market 
expansion is needed. This strategy consists of a plan concerning how the company aims 
at expanding in the international market. The two main market expansion strategies are 
market concentration and market diversification. Organizations that are choosing a 
market concentration strategy are focusing on gaining a large share of the market in a few 
countries. Companies choosing a market diversification strategy are on the other hand 
focusing on gaining a smaller share of the market but in a larger number of countries.  
 
This study consists of an explanation of the factors that are influencing organizations’ 
choice of market expansion strategy. The factors influencing companies’ choice of 
market expansion strategy can be divided into company, product, market and marketing 
factors. Our aim with this study was to gain a deeper understanding of the factors 
influencing small companies’ choice of market expansion strategy. In order to fulfill this 
purpose we have chosen to conduct a case study of a small Finnish company that could 
provide us with valuable information within this area.  
 
The result of this study is that the factors influencing the choice of market expansion 
strategy varies. It is mainly the situation facing a firm that affects the choice of strategy. 
This situation consists of a combination of company, product, market and marketing 
factors.  
 
 

    



Sammanfattning 
 
Den snabba utvecklingen av teknologin, liberalisering av internationell handel samt den 
intensiva internationella konkurrensen har lett till en ökad globalisering. Det blir allt 
vanligare för företag att delta i den internationella utvecklingen. Då företag tar det 
strategiska beslutet att arbeta internationellt krävs även en strategi för företagets 
marknadsexpansion. Denna plan innefattar på vilket sätt företagen ska expandera på den 
utländska marknaden. De två huvudsakliga marknadsexpansions strategierna är 
marknadskoncentration och marknadsdiversifiering. Företag som väljer en 
marknadskoncentrationsstrategi fokuserar på att få en stor marknadsandel på ett eller ett 
fåtal länder. Däremot företag som väljer en marknadsdiversifieringsstrategi fokuserar på 
att få en liten marknadsandel på ett stort antal länder.   
 
Den här studien innefattar en förklaring av de faktorer som påverkar företagens val av 
marknadsexpansions strategi. De faktorer som påverkar företagens val av strategi kan 
delas upp i företags-, produkt-, marknads- och marknadsföringsfaktorer. Vårt syfte med 
denna studie var att få en djupare förståelse av de faktorer som påverkar ett litet företags 
val av marknadsexpansionsstrategi. För att nå detta syfte har vi valt att göra en fallstudie 
genom en intervju av ett litet finskt företag som kunde ge oss in intressant vinkel inom 
detta område.  
 
Resultatet av detta arbete är att de faktorer som påverkar valet av ett företags 
marknadsexpansions strategi varierar.  Det är i huvudsak den situation som ett företag 
upplever som påverkar val av marknadsexpansions strategi. Denna situation består av en 
kombination av företags-, produkt-, marknads- och/eller marknadsföringsfaktorerna.     
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1. Introduction 
 
In this chapter an introduction of the thesis and the chosen topic is provided. The chapter 
begins with a background concerning the research area, followed by a problem 
discussion, which intends to guide the reader to the research purpose and the research 
questions. Finally, demarcations and the structure of the thesis are presented. 

1.1 Background 

Never before have organizations been involved in and affected by international business 
to the same extent as today (Cateora, 1996). Reasons for the expansion in international 
business can be explained by a rapid increase in technology, liberalization of government 
policies, development of institutions facilitating international trade and increased global 
competition (Daniels and Radebaugh, 2001). Therefore, many business activities today 
such as production facilities, capital and investment flows and distribution networks have 
a global dimension. This implies that every company must be organized to compete in the 
new global environment. Managers must be aware of the effects of these trends to 
successfully manage a multinational corporation or a domestic firm that exports. (Cateora, 
1996) Furthermore, as a result of internationalization and the subsequent explosion in 
technology the world’s needs and desires are becoming more and more homogenous. 
Therefore, worldwide demand exists for many products and services. (Czinkota and 
Ronkainen, 2001)   
 
Cateora (1996), states that the possibility for organizations to avoid the influences of 
internationalization of world markets is declining. As competition in international 
markets increase, the number of organizations competing only in domestic markets will 
decrease. Consequently have companies only serving the domestic market found it 
increasingly difficult to sustain its rate of growth. Organizations operating abroad gain 
foreign earnings that make an important contribution to total profits. (Ibid) Moreover, 
internationalization has until recently been related to worldwide establishments by large 
organizations. However, today small companies can successfully engage in international 
business, even for sophisticated products. As a result of the decline or removal of trade 
barriers and the reduction in communication and transportation costs an organization no 
longer has to be large to operate internationally. (Bradley, 1999) 
 
According to Daniels and Radebaugh (2001), an organization that goes international has 
to consider its mission (what the organization wants to accomplish in the long-run), its 
objectives (how to reach the mission), and strategy (the way to fulfill the objectives). One 
key part of the mission statement is the definition of the competitive domain in which the 
organization will operate. The competitive domain constitutes of four major areas; 
industry scope, vertical scope, market segment scope and geographical scope. (Olusoga, 
1993)  
 
There are generally four major objectives that may influence an organization to conduct 
international business. Firstly, the number of people is higher for the world as a whole 
than for one country alone. An organization may therefore increase its sales by going 

   



international; consequently higher profits might be gained. Secondly, a company might 
want to acquire resources abroad. The organization may look for foreign capital and 
technologies it can use at home to reduce its costs. Sometimes a company might operate 
abroad to obtain resources not available in the home market. Both reasons might help the 
company to enhance product quality and potentially increase market shares and profits. 
Thirdly, a company may want to diversify sources of sales and supply.  Organizations 
engaging in international business can take advantage of differences in recessions and 
growths in the economic cycles around the world. Sales might decrease in one country 
while it is growing in another. Finally, organizations might enter foreign markets to 
minimize competitive risks. Firms then want to obtain advantages competitors may 
achieve in foreign markets that domestically could harm the organization. Companies 
having this fear may enter a foreign market mainly to hinder competitors from gaining 
advantages. (Daniels and Radebaugh, 2001) 
 
When an organization has considered its mission and its objectives it can start to develop 
strategies for the international market. Crucial choices are related to the allocation of 
resources among different markets. It is therefore essential to estimate a country’s 
attractiveness for international business. This can be accomplished by examining market 
size, market growth rate, government regulations, competition and the economic and 
political stability. However, when choosing country markets an organization has to go 
beyond decisions about market attractiveness. The company also has to consider market 
expansion strategies, which is related to the number of countries an organization wishes 
to enter. The chosen strategy determines the level of resources that needs to be devoted to 
each market. (Czinkota and Ronkainen, 2001) An organization often starts with utilizing 
domestic market opportunities to build up resources, which might be used for entering 
foreign markets. The chosen strategy for market expansion should be related to the 
product market segment where the company’s core competences can be exploited to give 
it a competitive advantage. The process might be incremental, entering one market at a 
time or it can be related to entering several markets simultaneously. There are two main 
market expansion strategies; market concentration and market diversification. (Hollensen, 
1998) The term market concentration can be defined as the “purposeful selection of 
relatively few markets and the channeling of resources into these markets with the 
objective of securing significant market shares”. (Olusoga, 1993, p.41) On the other hand 
market diversification can be defined as the “allocation of resources over a large number 
of markets in an attempt to reduce risks of concentrating resources and to exploit the 
economies of flexibility”. (Olusoga, 1993, p.41)  

1.2 Problem discussion 

The main objective with a market diversification strategy is to gain high profits while the 
allocation of resources directed towards each market remains low. Product adaptations 
are likely to be small, only aimed at satisfying general local preferences. (Bradley, 1999) 
Firms utilizing this strategy usually have higher export market share expectations and pay 
more attention to export sales objectives than market concentrators (Katsikeas and 
Leonidou, 1996). According to Olusoga (1993), the strengths with a market 
diversification strategy include greater flexibility, less dependence on a few markets and 
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the possibility to spread and reduce risks. The risks are, for instance, likely to be reduced 
since an economic downturn in one country can be compensated by growth in another 
market in which the organization operates.  (Hollensen, 1998) 
 
A market concentration strategy is, on the other hand, characterized by a longer-term 
view of profit potential in foreign markets. Firms following this strategy allocate a great 
deal of resources to support entry into overseas markets. Furthermore, they put greater 
emphasis on building close relationships with suppliers, customers and distributors. 
(Bradley, 1999) They are therefore more likely to visit foreign markets than other 
organizations (Katsikeas and Leonidou, 1996). Firms employing this strategy usually set 
prices with sales growth as the main aim and are more likely to gain a competitive 
advantage in pricing.  Moreover, product modifications are likely to be made to meet 
specific needs and preferences in foreign markets. (Bradley, 1999) According to Olusoga, 
(1993), the strengths with this strategy are economies of scale, market specialization, 
great market knowledge and a high degree of control.   
 
There is no overall consensus among researchers concerning which strategy is associated 
with best performance levels. Some researchers believe that a market concentration 
strategy results in best performance levels due to that focusing on a small number of 
markets would help the firm in gaining higher market shares in the selected markets, 
which in turn can enhance long-term profitability. On the other hand, other researchers 
suggest that gaining low market shares in a large number of markets might lead to better 
performance levels. The third and most dominating approach among researchers is that 
the most appropriate choice of market expansion strategy is dependent on situational 
factors. (Katsikeas and Leonidou, 1996)  
 
The situational factors influencing the choice of market expansion strategy can be divided 
into company, product, market and marketing factors1. To begin with, the decision-
making concerning which strategy to opt for is affected by company factors such as; 
objectives, management risk consciousness, market knowledge and internal barriers. 
(Hollensen, 1998) For instance, if a firm is concerned about its export sales growth a 
diversification strategy is more likely to be chosen (Lee and Yang, 2001). Furthermore, 
product factors like the level of standardization possible, the nature of the product and the 
stage in the product life cycle influences the choice of market expansion strategy. For 
instance, the mature stage in the product life cycle is characterized by high sales volumes 
and growth in the market. A company facing this situation can therefore be profitable in 
operating in only a few countries. Consequently, a concentration strategy might be 
chosen. Moreover, market related factors determine how attractive a market is. Factors 
such as; the size of the markets, the similarity among markets, growth rate and customer 
loyalty influences what market expansion strategy is the most suitable. (Hollensen, 1998) 
For instance, if the growth rate in the organization’s current markets is low a diversified 
strategy would help the company to reach its desired growth rate more quickly, but in 
many different markets (Mas-Ruiz, Nicolau-Conzálbez, et al 2002). Finally, marketing 
related factors such as; the level of standardization in communication and spillover 
                                                 
1 The term marketing factors is used based on Hollensen’s framework (1998). The term does in this case 
refer to standardized communication, communication costs, order handling costs and spillover effects. 
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effects among markets are likely to influence what strategy a firm chooses. (Hollensen 
1998) If standardization is possible a company is likely to gain economies of scale in 
communication, which in turn will reduce the costs of operating in many countries. This 
might influence a company to choose a market diversification strategy. (Mas-Ruiz, 
Nicolau-Conzálbez, et al, 2002) 
 
The situational factors influencing the choice of market expansion strategy is widely 
discussed in theory. However, there are indications that not all firms necessarily follow 
the expansion strategies outlined in theory. This diversion may be more common among 
small and medium sized firms (SMEs’)2. Despite the fact that many small firms act as 
global market players we do not know if the situational factors stated in theory, actually 
influence their choice of market expansion strategy. It is in view of this shortage in 
research that the following purpose has been developed. 

1.3 Purpose and research questions 

The purpose with this study is to gain a deeper understanding of the factors that influence 
SMEs’ choice of market expansion strategies in their international operations. 
 
To fulfill the purpose the following research questions shall be addressed. 
 
Research question 1:  How can the company factors influencing SMEs’ choice of market                                

expansion strategy be described?                             
 
Research question 2: How can the product factors influencing SME’s choice of market 

expansion factors be described? 
 
Research question 3:  How can the market factors influencing SME’s choice of market 

expansion strategy be described? 
 
Research question 4:  How can the marketing factors influencing SME’s choice of 

market expansion strategy be described? 

1.4 Demarcations 

When a firm goes international it passes through several stages, which finally lead to the 
company’s establishment in overseas markets. Stage one in the internationalization 
process includes the reasons why an organization decides to operate internationally. In 
the second stage, the international environment is studied. In stage three, the different 
modes of entry and market expansion strategies are examined. In the fourth stage, the 
firm has to make decisions concerning its international marketing programme. In the final 
stage the organization has to make decisions about how to implement its marketing 
programme. (Bradley, 1999) This study will focus on the third stage in the 
internationalization process, entering international markets. Furthermore, the study will 
only focus on SMEs’ and the two main expansion strategies, concentration and 
                                                 
2 An SME is defined by the EU as a firm with fewer than 250 employees.  
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diversification. Moreover, as mentioned in the problem discussion there are three 
different views concerning which of the two main market expansion strategies that lead 
to best performance. In this thesis we will only consider the third view, that the most 
appropriate choice of market expansion strategy is influenced by the situation the 
organization is facing. We have chosen this view since it is the most dominant approach 
among researchers. It is therefore also the most commonly used approach in literature 
concerning the topic.  

1.5 Structure of the thesis 

Chapter two contains relevant literature and theory concerning the area of research. A 
conceptual framework, which will serve as a basis for data collection and analysis for this 
thesis is also presented. 
 
Chapter three includes the methodology used for obtaining the data needed. The chapter 
begins with the purpose of the research followed by research approach, research strategy, 
data collection method, sample selection, analysis of data and quality standards. 
 
Chapter four consists of the empirical data and is collected in the form of a case study. 
 
Chapter five includes an analysis of the collected data. 
 
Chapter six consists of findings and conclusions of this study.  Furthermore, implications 
for managers, theory and valuable future research within the area are presented.  
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2 Literature Review 
 
This chapter is based on the previous introduction and the problem area presented in 
chapter one. It will provide the reader with a literature review concerning the research 
area. The chapter begins with a characterisation of the two main market expansion 
strategies, concentration and diversification. Thereafter, company, product, market and 
marketing factors influencing the choice of market expansion strategy will be discussed. 
The chapter will end with a conceptual framework related to this study.  

2.1 Market expansion strategies 

When deciding on going international the firm has two generic market expansion 
strategies to choose from, a market concentration strategy or a market diversification 
strategy. Market concentrators are focusing on a few selected markets while 
organizations utilizing a diversification strategy are focusing on a larger number of 
markets. (Bradley, 1999) 
 
The organisation and the surrounding environment affect the choice of a company's 
market expansion strategy. There are moreover, three dimensions an organisation has to 
consider when choosing a market expansion strategy. These dimensions can be described 
as international spread, international penetration and international coordination. 
International spread can be described as the quantity of countries the company is engaged 
in. The second dimension international penetration is the extent of the turnover, 
international investments or types of activities in one country or in the international 
market compared to the home market. The third and last dimension, international 
coordination means the synchronization of the international activities. These dimensions 
and the combination of them can serve as a base when a company considers its choice of 
market expansion strategy. (Hertz and Mattson, 1998) 
 
According to Bradley (1995), the main objective with a market diversification strategy is 
to achieve high rates of return while a low level of resources is allocated to each market. 
Advantages with this strategy include flexibility and the possibility to diversify risks and 
investments. A company operating in many countries can reduce risks since a downturn 
in one country can be compensated by growth in another. This might also stabilize an 
organizations overall earnings (Olusoga, 1993) Furthermore, since competition varies 
among markets profits in less competitive countries can be directed to markets where the 
competition is more intense. (Hollensen, 1998) An organization following this strategy 
usually chooses easily available target markets and the entry mode is likely to be 
exporting or licensing. The success of this strategy is therefore dependent on the firm 
selecting the most appropriate distributors and licensees. Furthermore, to make it easier 
and less expensive to be present in numerous countries product modifications are unlikely 
to be more than necessary to meet general needs and preferences in the market. Moreover, 
the organizations are generally seeking high margins and will therefore try to charge high 
prices. However, in the longer term some authors believe that a diversification strategy 
will result in a reduction in the number of markets as some markets becomes less 
profitable. (Bradley, 1999) 
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Olusoga (1993), states that a concentrated strategy is characterized by a slow rate of 
growth in the targeted markets. Advantages with this strategy include specialization, 
economies of scale and a high degree of control. (Ibid) A concentrated strategy is based 
on a longer-term view on opportunities, profits and sales in a market. When entering 
foreign markets a firm following this strategy commits a lot of resources with the aim for 
long-term profitability through market penetration. The mode of entry is likely to be 
through direct investment or local acquisition of another firm in the foreign market. 
Moreover, the organization tries to establish long-term relationships to ensure that the 
firm’s products, image and reputation are handled in an appropriate way. The company 
also tries to develop good relationships with suppliers, customers and governmental 
institutions. Prices are charged on the basis of sales growth, which increases the chance 
of gaining a competitive advantage in pricing. Furthermore, the firm is likely to adapt its 
product to satisfy particular needs and preferences in each of the foreign markets. 
(Bradley, 1999) 
 
The two strategies will generally result in different levels of marketing effort and 
different marketing strategies. Since an organization has fixed resources the level of 
resources allocated to each market is likely to be less using a diversification strategy than 
using a strategy of concentration. A lower level of marketing effort indicates less 
expenditure within the area and more dependence on distributors. On the other hand, 
firms perusing a concentrated strategy are investing more in acquiring market shares 
using an aggressive competitive strategy.  (Bradley, 1999) 
 
Moreover, segment strategies might be considered when evaluating which strategy is the 
most suitable, considering the situation facing the firm. For instance, a country and 
segment concentration means focusing on specific niches in a few countries. For 
organizations following this strategy the need to adapt to the needs and preferences in the 
market becomes important. A firm can focus on country diversification and segment 
concentration, which implies concentration on niche segments while focusing on 
numerous markets. In this case the firm is likely to seek a cost advantage in production 
and promotion. (Bradley, 1999)   
 
Since each strategy has its own strengths and weaknesses the firm has to, as mentioned 
before, consider the situation in order to find out which strategy is the most appropriate 
for the organization (Lee and Yang, 2001). However, a firm might opt for a strategy, 
which is neither concentrated nor diversified. It can, for instance, sell to numerous 
markets while concentrating its recourses on a few of the selected markets. This might, 
for example, happen if the organization receives opportunistic business outside the 
markets in which the organization is currently concentrating recourses on. (Bradley, 1999) 
The situational factors influencing the choice of market expansion strategy is presented in 
table 2.1.  
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Table 2.1 Framework of the situational factors influencing the choice of market expansion strategy 
Factors favouring country diversification 
 
Company Factors 
 
Little market knowledge  
High management risk consciousness 
Goal of growth through market development 
Internal barriers 
Proactive export stimuli 
 

Factors favouring country concentration 
 
Company Factors 
 
Ability to pick best markets 
Low management risk consciousness 
Goal of growth through market penetration 
Internal barriers 
Reactive export stimuli 
 

Product Factors 
 
Early or late in product life cycle  
Standard product saleable in many market 
Few changes in the production process 
Nature of the product (niche product) 

- Limited use 
- Low sales volume 
- Non-repeated buying behavior product 

Product Factors 
 
Middle of product life cycle  
Product requires adaptation to different markets 
Many changes in the production process 
Nature of the product (general product) 

- General use 
- High sales volume 
- Repeated buying behavior product 

 
Market Factors 
 
Small markets-specialized segments 
Many similar markets  
New or declining markets 
Low growth rate in each market 
Large markets are very competitive 
Low customer loyalty 
 

Market Factors 
 
Large markets-high volume segments 
Limited number of markets 
Mature markets 
High growth rate in each market 
Large markets are not excessively competitive 
High customer loyalty 
 

Marketing Factors 
 
Standardized communication in many markets 
Low communication costs for additional markets 
Low order handling costs for additional markets 
High spillover affects among countries 
 

Marketing Factors 
 
Communication requires adaptation to different 
markets 
High communication costs for additional markets 
High order handling costs for additional markets 
Low spillover effects among countries 

Source: Adapted from Hollensen, (1998) 
 
Each of these dimensions will be described and explained below. The extent of the 
explanations varies depending on the complexity of the factors. The aim with the 
descriptions is to provide a brief explanation of each factor in the framework of 
Hollensen (1998). However, the framework is also strengthened by other researchers’ 
contributions within the area.  

2.1.1 Company factors 

Market knowledge 
There seems to be a general agreement in the literature that market information is vital 
for firms operating in both the domestic and international markets (Toften and Olsen, 
2003). Pedersen (2004), states that when firms enter a foreign market, they usually 
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encounter a disadvantage in relation to indigenous firms in terms of familiarity with the 
local business environment. The foreign firm's unfamiliarity creates uncertainty that 
impedes effective decision making and leads to difficulties in dealing with local 
governments and partners. Diverse local preferences, cultures, and business systems 
increase the odds that foreign firms can make costly errors, encounter substantial delays, 
or otherwise struggle with their attempts to establish operations abroad. (Ibid) At the root 
of many of these difficulties is the foreign firm's lack of local-market knowledge 
(Johanson and Vahlne, 1977). The lack of knowledge about the host country's language, 
culture, politics, society, and economy might also lead to difficulties when operating in 
foreign markets. The acquisition of local-market knowledge is therefore critical for 
successful planning and implementation of foreign market entry (Lord and Ranft, 2000). 
When organizations have gained market knowledge they are able to choose the most 
suitable markets. Adequate information also reduces the risks associated with only 
operating in a small number of markets. Due to this, when a firm has gained market 
knowledge, and they have gained the ability to pick the best markets a firm can be 
profitable by being established in only a few key markets. Organizations facing this 
situation might therefore opt for a market concentration strategy. Also, O´Cass & Julian 
(2003) stress that a competent firm, knows the differences in environmental conditions 
and is more likely to select the most attractive market for the venture and adapt the 
marketing strategy to accommodate the specific needs of the market.  
 
On the other hand, Hollensen (1998) states that a company having little market 
knowledge about the different foreign markets and does not possess the ability to pick the 
best markets is more likely to employ a market diversification strategy. A company can 
therefore peruse a market diversification expansion strategy even if the organization is 
facing a disadvantage in relation to indigenous firms in terms of knowledge about the 
local business environment (Pedersen, 2004). This is due to the reason that the company, 
even if it possesses little market knowledge about the different foreign markets, can 
diversify its efforts by operating in many countries instead of concentrating its resources 
to only a few markets. By using a diversification strategy a company can incrementally 
learn about the different markets in order to gain more market knowledge. (Hollensen, 
1998) 
 
Management risk consciousness 
Firms that operate in foreign markets can come across political, financial, cultural and 
environmental risks. The process of managing risk is concerned with hazard 
identification, risk analysis, risk criteria and risk acceptability. Therefore, the way a 
management perceives risks in its operations influences the choice of a market expansion 
strategy (Frosdick, 1997). Hollensen (1998) suggests that a high management risk 
consciousness can be seen as a factor that favors a country diversification strategy. A 
high-risk management can be described as a management, which is ready for taking risks 
(ibid). Spira and Page (2003), state that risk-taking is fundamental to business activity. 
Therefore the possible political, financial, cultural and environmental risks associated 
with a diversification strategy do not have to prevent the management of a company to 
choose such a strategy (ibid). A company can also employ a diversification strategy if the 
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management perceives spread in the international markets as providing opportunities 
rather than obstacles (Madsen and Servais, 1997).  
 
Hollensen (1998), states that a management with a low risk consciousness is more likely 
to employ a market concentration strategy since this type of management is not prepared 
to taking considerable risks. Spira and Page (2003), suggest that a company with a low 
management risk consciousness gradually progresses in its market expansion in order to 
decrease the possible risks concerned with the company's operations abroad. The gradual 
process of commitment stage a firm goes through teaches the organization more about its 
different markets political, financial, and cultural environment. As the company learn 
more about the foreign market environments and the risks associated with the operations 
it is more likely to become more committed and invest more resources on a few number 
of key markets instead of entering new markets. (Johanson and Vahlne, 1977) In these 
circumstances a company is more likely to adopt a concentration strategy (Hollensen, 
1998).  
 
It can also be mentioned that not only the way the management perceive risks influences 
the choice of market expansion strategy. Also the risks associated with the operations of a 
certain type of market expansion strategy can affect the choice of strategy. This is due to 
that a company can spread the risk of its operations by employing a diversification 
strategy. As mentioned before a company can compensate an economic downturn in one 
country with growth in another market in which the organization operates. (Olusoga, 
1993) 
 
Firm goals 
Lee and Yang (2001), state that firms may follow different market expansion strategies 
depending on the company's business goal. A company must carefully evaluate the 
opportunities before choosing its market expansion strategy. (Kotler, 1997) A company 
that has developed a goal of growth through market penetration is more likely to employ 
a market concentration strategy (Hollensen, 1998). A market penetration strategy can be 
described as to seek opportunities among and concentrate on the target market. A market 
concentration strategy and market penetration goes therefore hand in hand since these 
strategies aim at focusing on the target foreign markets. To grow through a market 
penetration strategy a firm must undertake marketing research to identify the market 
opportunities among the target markets. To penetrate the market a company can try to 
attract a larger number of percentages of its market. The company can also lower the 
qualifications of potential buyers within the foreign key market or within a few numbers 
of key markets (Kotler, 1997).  
 
On the other hand, a factor that influences the choice of strategy towards diversification 
is the objective of growth through market development (Hollensen, 1998). Lee and Yang 
(2001), state that a market development strategy is characterized by a global sales 
approach with sales that are spread among several foreign markets. Furthermore, a 
company is more likely to employ a market diversification strategy if it is concerned 
about its export sales growth. This is due to the opportunity to increase overall sales by 
operating in a larger number of foreign markets. However, the authors also mention that 
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when a firm is concerned about its export profitability, export market diversifications is 
not the only alternative to achieve this goal. (Ibid) Firms that are producing highly 
specialized customized products often develop a goal of growth through market 
development. This is due to the reason that such companies' products are aimed for niche 
markets. Companies facing this situation employ a market diversification strategy in 
order to achieve growth by spreading the sales among several foreign markets. (Madsen 
and Servais, 1997) 
 
Internal barriers 
The internal barriers can be described as internal restrictions that a company face when 
they peruse a certain market expansion strategy. These restrictions can be described as a 
combination of available resources and firm size. Internal barriers expressed in terms of 
resources that can prevent a company’s operations in foreign markets are for an example 
limited production capacity, lack of necessary resources in the form of competent people, 
and/or deficiencies in the internal structure (Rundh, 2001). It is difficult to determine the 
impact of the internal barriers on the choice of a company's market expansion strategy 
(Katsikeas and Leonidou, 1996). For instance, Mas-Ruiz, et. al, (2002), state that there is 
no consensus around this aspect and the authors views are, to a high extent contradictory. 
To begin with Ayal and Zif (1979) consider that the absence of internal restrictions for 
the company in production, financial and human resources favours a diversification 
strategy. At the same time Bradley (1999) claims that the main objective with a market 
diversification strategy is to gain high profits while the allocation of resources directed 
towards each market remains low. According to Rundh (2001) if a company has a 
difficulty in raising the necessary resources for several foreign markets it is more likely to 
concentrate on a few key market/markets. However, Bradley (1999) states that also firms 
following a market concentration strategy allocate a great deal of resources to support its 
entry into foreign markets.  
 
Also, firm size might influence the choice of market expansion strategy. However, as 
with the level of resources there is no agreement among the authors concerning this topic. 
Katsikeas and Leonidou (1996) suggest that due to more resources larger companies tend 
to a greater extent choose a diversification strategy. On the other hand, in the opinion of 
Madsen (1988), the companies that are most interested in diversifying their efforts into 
different markets are the smaller ones, due to the fact that they do not have the necessary 
resources for a concentration strategy to be successful.  
 
Export stimuli 
According to Katsikeas and Leonidou (1996), the motivations behind why an 
organization internationalize are likely to affect the choice of market expansion strategy. 
There are two types of motivators; reactive and proactive. Reactive stimuli are factors 
related to an organization’s reaction to changes in the environment. When a firm is going 
international due to reactive motivations the organization has a passive approach to 
export opportunities. On the other hand, proactive stimuli are related to a company’s 
more aggressive and active behavior and search for export opportunities. (Ibid) Put in 
another way, “reactive firms are going international because they have to, while proactive 
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firms are going international because they want to”. (Czinkota and Ronkainen, 2001, 
p.268) 
 
The most motivating proactive stimuli is linked to the opportunity to increase profits.  
Managerial urge is also an important motivator that reflects the desire and enthusiasm 
towards international business. (Hollensen, 1998) A manager’s interest in going 
international is generally an indication of entrepreneurial motivation for continuous 
growth and market expansion. Other main proactive stimuli are foreign market 
opportunities and market information. For proactive firms who deliberately seek for 
opportunities to expand, foreign markets with large profit potentials become very 
desirable. Market knowledge and access to information can generate a competitive 
advantage for the organization. It can include knowledge about foreign customers and 
market situations that competitors have less insight to. This information can cause a firm 
to begin with international business. (Hollensen, 1998) Organizations utilizing a 
diversification strategy have been identified as firms who have, to a greater extent been 
motivating by proactive stimuli than other organization (Katsikeas and Leonidou, 1996) 
 
A main reactive reason for a firm to become an international organization is competitive 
pressures. An organization might be afraid of, for instance, loosing domestic sales to a 
competitor that benefits from economies of scale due to international activities. 
Furthermore, declining sales in the domestic market have a similar motivating effect. 
Instead of trying to prolong a product’s life cycle domestically an organization may 
choose to introduce the product in new foreign markets in an attempt to extend the life 
cycle of the product. (Czinkota and Ronkainen, 2001) Moreover, many organizations 
have become aware of foreign market opportunities due to unsolicited orders. The orders 
might be an outcome of, for instance advertising in trade magazines that have a 
worldwide reach or through exhibitions. Finally, if domestic sales are below the 
estimated level, inventories might be above the desired level. In such situations 
organizations might be triggered to start exporting using short-term price cuts on 
inventories. When domestic demand has reached the expected level the firms might end 
its export activities. (Hollensen, 1998) Market concentrators are generally more passive 
exporters that have been motivated by reactive stimuli. (Katsikeas and Leonidou, 1996) 

2.1.2 Product factors  

Product life cycle 
The product life cycle, PLC, depicts the sales of a product over the "life" of the product - 
from introduction to decline (Kotler, 1997). Moreover, the PLC suggests that diverse 
product characteristics can be identified by the specific life-cycle curve for the product. 
Most descriptions of the PLC include five distinct stages: design, introduction, growth, 
maturity, and decline. (Ibid) The PLC concept can serve as a planning framework in 
strategy development and as a common denominator for the coordination of functional 
strategies. Once the life-cycle stage has been identified, predictive guidelines can be 
drawn to aid in the strategic planning process. (Magnan, Fawcett, et. al. 1996) According 
to Hollensen (1998), companies with products that are early or late in the product life 
cycle might favour a diversification strategy. This is because a low sales volume, high 
risk and uncertainty characterize the early stage in a product's life cycle. To reduce the 
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uncertainty and vulnerability associated with the introduction of new products companies 
can try to spread the sales and the risk over a several number of markets. By employing a 
market diversification strategy a company can also maximize available expertise to 
reduce the uncertainty with the introduction stage of the product. (Magnan, Fawcett et. al., 
1996) Firms having a product in the late stage in the product life cycle might also choose 
a market diversification strategy. This is because this stage is characterized by 
overcapacity in the industry due to the slowdown in sales, which in turn leads to 
increased competition. Competitors therefore try to increase the sales by entering new 
markets. Therefore companies facing this situation might opt for a diversification strategy 
in order to increase the sales over a large number of markets. (Kotler, 1997) 
 
Hollensen (1998), suggests that a company having a product in the middle stage of the 
product life cycle is more likely to choose a market concentration strategy. According to 
Magnan, Fawcett, et. al., (1996), is the middle stage of the product life cycle described by 
generic characteristics as an underlying structure of higher sales volume and growth in 
the markets at the same time as the investment in research and development declines. The 
middle stage of the PLC is also characterized by rationalization in the companies' 
production process (ibid). As mentioned the middle stage of the PLC is characterized by 
a high sales volume and growth. Therefore companies having products in the middle of 
the PLC are more likely to employ a market concentration strategy since they can achieve 
a high sales volume within a few numbers of key markets. (Hollensen, 1998) 
 
Product adaptation or standardization 
Okazaki (2004) highlights the product element in the marketing-mix in form of 
standardization or adaptation of a product when a company enters different foreign 
markets. Adaptations of the products may be necessary in order to meet the need and 
requirements of different foreign markets' customers. Changes of the products companies 
may consider can be for an example packing of the product, language and or technical 
issues. Economic issues are often linked with the adaptation of the product (ibid). O´Cass 
and Julian (2003) stress that in relation to the firm's international experience; the more 
internationally competent a firm is the more likely it is that standardized products alone 
will not lead to optimal results. If the aim of the company is to meet unique needs, greater 
adaptation of product will be required to meet customers' product use conditions. (Ibid) 
Companies can therefore due to inherent complexity of the product have to provide 
adequate adaptation in the foreign markets so that the product can be handled, marketed 
and serviced properly (Cavusgil and Zou, 1994). One result of this is that companies 
having to put great effort on adjusting their products to each foreign market are therefore 
more likely to employ a market concentration strategy (Hollensen, 1998). 
 
On the other hand, firms with a standardized product is more likely to favor a 
diversification strategy since it does not require high investments in form of adaptation of 
the product to fit the needs and requirement in the different markets (Mas-Ruiz, Nicolau-
Conzálbez et. al., 2002). Also, Bradley (1999), states that the companies with a 
diversification strategy are likely to have a small number of product adaptations. The 
only aim is to satisfy general local preferences. Furthermore, companies with a 
standardized product seek the closest match between its current offerings and foreign 
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market conditions so that minimal adaptation is required. Companies with a product that 
can meet universal needs facilitate therefore a standardized strategy and could easier seek 
the opportunities in different foreign markets. (O´Cass and Julian, 2003) 
 
Production process 
Economic and resource issues are often linked with any kind of adaptations (Okazaki, 
2004). Also, in cases when a company's entry into new markets requires few changes to 
its production process, and there would be no need for considerable investment a 
company is more likely to employ a diversification strategy. If a company moreover also 
would enjoy the advantage of economy of scale derived from the experience gained as a 
result of its increased production the motivation for a diversification strategy would 
increase. On the other hand, if an organization has to make considerable changes in its 
production process, to safe the investments associated with the changes in the production 
process, the firm is likely to choose a strategy of concentration. (Mas-Ruiz, Nicolau-
Conzálbez et. al., 2002)  
 
Nature of the product  
All products have some kind of architecture, characteristics or nature, even if it has not 
necessarily been considered during the design phase. The products nature has broad 
implications for product performance and manufacturability. But, the nature of the 
product is also strongly coupled to the firm's development capability, manufacturing 
specialties, and the products market strategy (Jiao and Tseng, 2000). The description of 
the nature of the products is divided into the following two parts; a niche product versus a 
general product. A niche product has according to Hollensen (1998) the following 
characteristics; limited use and low sales volume. A general product includes the 
following characteristics; general use and high sales volume (ibid). We have also 
described the type of buying behavior in the description of the nature of the product.  
 
A niche product gives rise to a certain situation when developing the company's market 
expansion strategy. When a firm develops its marketing plan for a niche product it has to 
take the characteristics of the product's markets and customers into consideration. Niche 
products serve a small number of customers with a distinct set of needs. The customers 
are more likely to be willing to pay a premium price to the firm that best satisfies their 
needs. (Parrish, Cassill, et. al., 2004). The development of a niche product consists of a 
process of carving out a small part of the market and to offer a solution to needs that are 
not fulfilled. This is done by a specialization along market, customer, product and the 
marketing mix. A niche product aims at matching unique needs. (Dalgic and Leeuw, 
1994) To achieve a successful diversification strategy firms can produce highly 
specialized customized products for international niche markets (Madsen and Servais, 
1997). A company having a niche product might therefore favor diversification strategy 
(Hollensen, 1998). On the other hand, a company can also have a product of a more 
general nature. A general product involves selling the product to a larger number of 
customers. The goal is here to have a large market share per market. (Parrish, Cassill, et. 
al., 2004). Therefore a company having a general product that can reach higher sales 
volume on a few numbers of key markets is more likely to imply a market concentration 
strategy (Hollensen, 1998). 
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To summarize; a niche product is often associated with a low sales volume since these 
products serve a small number of customers (Parrish, Cassill et. al., 2004). If the 
company has a low sales volume product it is more likely to choose a market 
diversification strategy in order to increase the sales volume of the product in numerous 
markets (Hollensen, 1998). On the other hand, as a general product is characterized by 
higher sales volume per market companies having this type of product is more likely to 
employ a market concentration strategy (ibid). 
 
Hollensen (1998), states that a product with non-repeated buying behavior is better suited 
for a diversification strategy. Products with non-repeated buying behavior are products 
that fulfill special one time needs. Therefore, a company with products having this type 
of purchase behavior aims at increasing its sales by operating in several foreign markets. 
On the other hand, companies that have products that are of repeated buying behavior 
type are more likely to employ a concentrated market strategy. The reason for this is 
because the company has possibility to increase the sales volume within the same key 
market/markets. (Ibid).   

2.1.3 Market factors 

Size of the markets- targeted segments 
Hollensen (1998), suggests that firms operating in small markets with specialized 
segments generally are favoring a diversification strategy while organizations operating 
in large markets serving high volume segments are likely to utilize a concentration 
strategy. The reason for this is the difference in sales volume in each market as a result of 
the size of the market and the targeted segment. If a company is operating in large 
markets targeting a high volume segment the company’s products will be demanded by a 
large number of customers. This will result in a high sales volume in each market. A 
company facing this situation can therefore focus its resources on penetrating only a few 
markets to gain high market shares in those countries. On the other hand, to reach 
adequate sales and to be profitable firms operating in small markets targeting specialized 
or niche segments need to spread sales in numerous markets. (Ibid) 
 
A firm is targeting a high volume segment when its products are demanded by a large 
part of the market. To evaluate potential demand a company can analyze factors such as; 
the number of people in a market, purchasing power, consumption patterns and the level 
of development. The number of people in a market is one of the most basic indicators of 
market size. However, this factor is most valuable as an indicator for demand for certain 
staple items that are generally affordable. Furthermore, a large market not only requires a 
large number of people to be attractive but also purchasing power, which is related to 
income and savings. Income is a good indicator for potential demand of consumer and 
industrial products and services. However, income figures may not play an important role 
when assessing demand in product specific cases. For instance, certain products might be 
demanded regardless of their high price in relation to wages due to their status value. 
(Czinkota and Ronkainen, 2001) Moreover, consumption patterns reveal how much 
citizens spend on certain items. It also says something about the level of development in 
the country, which might be important for assessing demand for certain products. For 
instance, many technology-advanced products require a certain level of development to 
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be demanded.  A specialized or niche segment is much smaller. Moreover, a niche 
segment usually attracts fewer competitors than a high volume segment. Ideally, an 
organization serving a niche market would like to define its target market carefully. It 
should aim at being the only company serving that niche. However, one problem might 
be that the more narrowly the target market is defined, the fewer are the potential buyers. 
As a result the profit potential might be lesser which indicates that the organization might 
have to operate in numerous markets to be profitable. (Kotler, 1991) Moreover, a niche 
strategy might be a good option for smaller companies to gain profits with its limited 
resources. At the same time small organizations can avoid direct competition with larger 
organizations. (Larréché, 1998) By targeting a niche segment small firms are likely to 
enhance their likelihood of survival in a competitive industry (Agarwal and Andretsch, 
2001) 
 
Similarity of the markets 
According to Hollensen (1998), organizations must, to take advantage of international 
business identify similarities that exist among foreign markets. The reasoning behind this 
argument is that operating in countries that have similar characteristics is likely to reduce 
the costs since it allow for standardization of the organization’s international strategy. 
Advantages with a standardized strategy are economies of scale, reduced working capital 
requirement for inventories and administration, reduced marketing costs, cost savings in 
research and reduced unit costs for the product or service. Furthermore, it will make it 
easier to integrate and control the different markets, which in turn will reduce the 
complexity of operating in many different countries. (Czinkota and Ronkainen, 2001) If 
an organization can be present in many similar countries it might therefore opt for a 
diversification strategy. (Hollensen, 1998) However, total standardization is rarely 
possible due to dissimilar characteristics among countries. Factors influencing the level 
of similarity are, for instance, culture, language, industrial structure, physical distribution, 
economic development, religion and education. (Czinkota and Ronkainen, 2001) 
 
Due to similar characteristics companies often start with conducting international 
business with countries close to it. Geographic proximity is often an indicator of, for 
instance, cultural similarity. Further, language has been said to be a mirror of culture and 
its implications for the marketer is evident. It indicates if advertising has to be translated 
and if brand names have to be altered for international acceptability. A country’s 
industrial structure also varies between countries. One country might have a large number 
of small retailers while other countries may rely on numerous department stores for retail 
distribution. For the physical distribution the quality of the transportation network is 
essential. The distribution might have to be altered due to different conditions among 
countries. (Czinkota and Ronkainen, 2001) Furthermore, the level of economic 
development is likely to affect consumption patterns. Countries characterized by high 
personal incomes spend more money on services and recreation. (Hollensen, 1998) 
Religion is another factor that distinguishes one country from another. Religion has an 
impact on people’s values and attitudes, which in turn influences behavior. It might 
therefore affect attitudes related to entrepreneurship and consumption. Furthermore, the 
level of education can vary between countries and might influence many business 
functions in an organization. For instance, a high level of illiteracy indicates that visual 
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advertising is more appropriate than written manuals. (Czinkota and Ronkainen, 2001)  It 
might also be appropriate to analyze lifestyles and personalities in different countries to 
discover similarities that can be used for international business purposes. (Hollensen, 
1998) Lifestyle patterns classify people according to their opinions, interests and 
activities. It can then be determined how different marketing factors fit into their living. 
(Bradley, 1999) If markets are dissimilar organizations have to adapt its international 
strategy to different foreign markets, which will result in higher costs (Czinkota and 
Ronkainen, 2001). This is likely to influence firms to utilize a concentrated strategy 
(Hollensen, 1998). 
 
Market life cycle 
The market life cycle consists of similar stages as the product life cycle. As a product, a 
market goes through a beginning, a growth, a maturity and a decline phase. Since all 
markets are not in the same stage at the same time it is important that organizations 
recognize the stage of development in each country to be able to develop the most 
appropriate market expansion strategy. (Keegan, 1995) Hollensen (1998), states that 
organizations operating in new or declining industries are likely to be influenced to chose 
a diversification strategy whereas if the market is in the maturity stage a concentration 
strategy might be the most appropriate option. 
 
The introduction stage is characterized by a high degree of uncertainty. Companies in the 
industry need to learn more about the product and customers’ preferences. In this stage 
modifications are likely to be done after observing customers’ reactions to the new 
product. Every company generally has their own product design. Therefore firms are 
competing with their product to become the dominant design. (Agarwal and Andretsch, 
2001) Larréché (1998), therefore suggest that when entering a new market the 
organization’s main objective is to build up demand for its products, gain market shares 
and to try to convince customers that the new offering is better than existing products or 
services held by competitors. To build primary demand the challenge is to make 
customers aware of that the organization exists. In this stage the firm therefore has to 
commit a lot of resources while the selling volume and profits remain low. (Ibid) 
According to Agarwal and Andretsch (2001), smaller firms might, in this stage have it 
more difficult to survive than larger organizations. The reason for this is that a small firm 
might have a disadvantage compared to large companies due to a smaller amount of 
resources. (Ibid) Since the sales volume is low the organization can, at this stage benefit 
from launching the product in many markets to increase overall sales. (Hollensen, 1998)  
 
The maturity stage in the market life cycle is characterized by few changes in market 
shares among competitors, and stabile prices (Larréché, 1998). Moreover, a standard 
product design has evolved in the industry. (Agarwal and Andretsch, 2001) Organizations 
have little need for making any further investments and benefit from high profits and cash 
flows. In this stage the competition becomes more about occupying a strategic niche. 
This is advantageous for small firms who can, by targeting a niche segment maintain 
profitability and avoid scale disadvantages compared to larger firms. (Agarwal and 
Andretsch, 2001) Due to that organizations in this stage are enjoying high profits per 
market they can focus on exporting only to a small number of markets. Firms facing this 
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situation might therefore utilize a concentration strategy. However, a market expansion 
strategy targeting new geographical areas at this stage might lead to substantial volume 
growth. (Larréché, 1998) 
 
Eventually, due to for instance, changes in customer preferences, technological advances 
and the introduction of substitutes a declining demand for most products and services is 
encountered. Consequently, this leads to falling sales and profits for the organization. To 
increase sales, firms in this situation search for new markets to enter. (Larréché, 1998) 
 
Growth rate 
Mas-Ruiz, Nicolau-Gonzalbéz, et al., (2002), state that if the growth rate in the 
organization’s current markets is slow a diversified strategy would help the firm to attain 
an adequate level of growth, but in numerous markets. With high growth rates in certain 
markets an organization can focus its resources on those markets to gain high market 
shares and profits. This may influence organizations to employ a concentration strategy. 
This is often true for innovative products early in the product life cycle. (Czinkota and 
Ronkainen, 2001) However, one danger with growing markets is the fact that they are 
likely to attract new competitors who recognize the profit potential in the country (Kotler, 
1991) 
 
The level of competition in foreign markets 
The level of competition has an impact on the choice of market expansion strategy since 
it determines profit potentials in a market. Intense competition often drives prices down 
and consequently profitability for organizations. In a highly competitive market, price 
and promotional wars might lead to short-term increase in market share. However, it is 
likely to result in long-run fall in profitability for organization in the industry that is 
responding to these moves. It is therefore likely to be easier and less costly to gain high 
profits in a market where competition is less intense. Also, a firm operating in highly 
competitive markets can by operating in many countries reduce the risks. Instead of 
focusing resources on a few markets the risks can be spread by operating in a large 
number of markets. Furthermore, profits in less competitive markets can be directed to 
markets where competition is more intense. These factors are likely to influence firms to 
utilize a diversification strategy. On the other hand, if the foreign markets are 
characterized by competitive stability the organization may opt for a concentrated 
strategy. This is because profit potentials in such markets are higher. Further, if markets 
are stable the risk of operating in those markets is reduced. From the discussion above it 
can be concluded that it is important for organizations to analyze the level of competition 
when considering market expansion strategies. (Hollensen, 1998) 
 
When evaluating the competitive environment a number of factors has to be considered 
(Hollensen, 1998) According to Bradley (1999), markets are highly competitive when a 
large number of companies of equal size are competing with undifferentiated products in 
a market characterized with low entry barriers where information flows are very rapid 
and precise.  The competition will be less intense if a clear leader with a cost advantage 
exists within the industry. (Hollensen, 1998) Further, if the companies operating within 
an industry have high fixed costs they feel the pressure to keep production at full capacity 
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to cover the costs. When production not reaches full capacity, the drive to increase 
production will push prices and profitability down. Moreover, if organizations are 
competing with undifferentiated products or encounters low switching costs customers 
may start to shop for best prices. Again, this might result in organizations reducing prices, 
which in turn will have a negative effect on profitability. (Keegan, 1995) Furthermore, 
according to Hollensen (1998), exit barriers also influence the level of competition. When 
exit barriers are high due to, for instance, high vertical integration, high costs of closing 
down facilities or lack of opportunities elsewhere the rivalry are likely to be more intense. 
Moreover, high entry barriers can make an otherwise attractive market unattractive. It can 
also make it impossible for new competitors to enter the market. A last factor influencing 
the level of competition that not should be neglected is threat from substituting products. 
Threat from substitutes might be high if firms in an industry are earning high profits. This 
will attract competitors who will enter the market by using substitute products to obtain a 
share of the market and the profits. This might affect the companies in the industry 
negatively since it might put constraints on the price levels. For instance, if there are high 
prices on coffee, tea might become more demanded. These factors combined determine 
the level of competition in a market. Consequently it affects how attractive a market is 
and the profit potentials in a market. This will in turn influence the choice of market 
expansion strategy.  
 
Customer loyalty 
Hollensen (1998), suggests that a large number of loyal customers might influence a firm 
to opt for a concentrated strategy whereas organizations having a small number of loyal 
customers might employ a diversification strategy. This argument is based on that if an 
organization has many loyal customers it can reduce its costs of finding replacement 
customers in highly competitive markets. Loyal customers also benefit the organization 
since they tend to concentrate their purchases, which lead to higher sales volumes and 
lower selling costs. (Larréché, 1998) Further, customers might be willing to pay a higher 
price for a product or service they know and are satisfied with. Loyal customers may also 
provide the organization with free advertising in terms of positive word of mouth, which 
might result in additional sales for the organization. (Baron and Harris, 1995) These 
factors combined may influence a firm to employ a market concentration strategy since 
they allow a firm to achieve a high sales volume by operating in only a small number of 
markets. On the other hand, to gain a high sales volume a small number of loyal 
customers might influence a firm to choose a diversification strategy. (Hollensen, 1998) 

2.1.4 Marketing factors 

Standardized communication 
To communicate with customers an organization can use advertising, personal selling, 
exhibitions, sales promotion, publicity and direct marketing (Hollensen, 1998). Of all the 
components of the marketing mix advertising is most often influenced by differences 
among markets (Cateora, 1996). If an organization is able to standardize its 
communication among different countries it will gain economies of scale by using 
standardized commercial executions and copy concepts. This is likely to result in major 
cost savings for the organization. Moreover, Mas-Ruiz, Nicolau-Gonzalbéz, et al, (2002), 
suggest that a standardized marketing strategy among different markets will make it 
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easier to control and integrate the various markets. The ease of control indicates that the 
organization do not require as close and frequent communication with its clientele. In this 
case a diversification strategy would be a favorable option since the cost of 
communication would not increase much as the number of markets grow. (Ibid) 
Furthermore, another advantage with a standardized strategy is that due to effective 
coordination among various markets a firm can exploit its best marketing ideas and use 
them in all countries. A global communication strategy will also enhance the possibility 
of creating a consistent brand image among markets. However, if standardization in 
communication is possible is, to a great extent related to if the company has a 
standardized product. (Quelsh and Hoff, 1986)  
 
For a standardized strategy to be successful companies have to look for similarities in 
consumer needs and wants between different markets. However, total standardization is 
rarely possible due to differences in language, economy, culture, legal and regulatory 
conditions, and competition. (Czinkota and Ronkainen, 2001) A slogan or advertising 
copy that are valuable in one country might be inefficient in another due to different 
meanings in other languages. (Hollensen, 1998) Furthermore, the level of economic 
development in a country may influence demand and the level of awareness of a product. 
This is likely to affect the message communicated to the audience. In developed markets 
persuasive advertising (to combat competitors) might be the best option whereas in 
developing countries informative messages may be needed. (Czinkota and Ronkainen, 
2001) Moreover, culture affects people’s values, attitudes, beliefs and perceptions. Since 
the aim with advertising is to communicate the needs and wants satisfying qualities of a 
product or service in terms of consumer needs, desires, persuasive approaches and other 
characteristics an advertisement must correspond with cultural norms to be useful. 
(Cateora, 1996) Moreover, many countries have rules concerning the content of the 
advertising and on what products that can be advertised. As competitors vary among 
markets in terms of size, number and type of promotion used, a company might have to 
adapt its strategy to the local environment. (Czinkota and Ronkainen, 2001) When 
adaptations, to a large extent are needed an organization is likely to choose a 
concentration strategy (Hollensen, 1998). The reason for this is that adaptations will lead 
to higher costs in communication for the firm (Czinkota and Ronkainen, 2001). 
 
Order handling costs and communication costs 
Moreover, according to Hollensen (1998), order handling cost and communication costs 
might also influence the choice of market expansion strategy. If the costs for additional 
markets are low, a firm might choose a diversification strategy. If costs are low a firm can 
enter numerous markets without having to devote a lot of resources. (Ibid) 
Communication costs are related to if an organization has standardized or adapted 
communication strategy. As mentioned earlier, a standardized approach increases the 
chance for firms to gain economies of scale in communication, which is likely to result in 
cost savings for the organization. (Mas-Ruiz, Nicolau-Gonzalbéz, et al, 2002) On the 
other hand, if order handling costs and communication costs are high a concentrated 
strategy might be chosen. (Hollensen, 1998) 
 

  20   



Spillover effects  
In many product categories organizations can gain from spillover effects. For instance, 
satellite channels have an impact on advertising in Europe. Today, an ad for a product or 
service can reach most of the West European market. (Czinkota and Ronkainen, 2001) 
Spillover effects might also be achieved through advertisements in trade journals that 
people in foreign markets can get access to and through participations in trade shows. In 
cases where spillover effects are likely to be gained an organization might save costs, for 
instance, in promotion and might therefore be able to sell to more countries with the same 
amount of resources. A company in this situation might therefore pursue a diversification 
strategy. On the other hand, if spillover effects not are gained the firms might opt for a 
concentrated strategy. (Hollensen, 1998) 

2.2 Conceptual framework 

The theories in the literature review should, according to Miles and Huberman (1994), be 
conceptualised into the main dimensions, factors and variables of the research questions 
that will be studied. In this part of the thesis the different situational factors influencing 
the choice of market expansion strategy will be conceptualised.  
 
We have chosen to base our conceptual framework on the factors influencing the choice 
of market expansion strategy developed by Hollensen, (1998). We have chosen to use 
this framework since it provides a valuable insight into the factors influencing the choice 
of market expansion strategy. As described in chapter one we have used the term 
marketing factors based on the framework developed by Hollensen’s (1998). To make the 
framework more comprehensive we have strengthened Hollensen’s framework with other 
authors' contributions in the area as described in figure 2.2. The supplements have been 
done with authors that often have been referred to in this field of study.  
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3 Methodology 
 
In this chapter we will describe the methodological approaches used in order to 
answer our purpose and research questions.  The steps used are explained one by one 
to give the reader an overview of how we have obtained and treated the data. 

3.1 Research purpose 

There are three different types of research. These are exploratory research, descriptive 
research and explanatory research. (Yin, 1994) The different types are explained 
below: 
 
Exploratory research can be described as finding out what is happening to seek new 
insights, to ask questions and to assess phenomena in a new light (Saunders and 
Lewis, 2000).  The purpose is therefore to collect as much information about a 
specific topic as possible (Patel and Davidson, 1994). Exploratory research is mainly 
used when the problem studied is difficult to limit, when the perception of which 
method or model to use is diffuse and it is unclear what characteristics and relations 
are important (Wiedersheim-Paul and Eriksson, 1997). Exploratory research is 
therefore a particularly useful approach when the researcher wishes to clarify the 
understanding of a problem (Saunders and Lewis, 2000). 
 
Descriptive research can be described as to portray an accurate profile of situations 
and is therefore an extension of a piece of exploratory research (Saunders and Lewis, 
2000) According to Wiedersheim-Paul and Eriksson (1997) the descriptive research is 
used when the problem of the research is clearer. This type of research aims to 
develop generalizations and to explain these (Reynolds, 1971).  
 
Explanatory research can be defined as a research that establishes causal relationships 
between variables (Saunders and Lewis, 2000). Explanatory research aims to fit the 
parts of the research together and explain their relationships to each other in a 
developed theory (Yin, 1994).  
 
In this thesis we are exploring and describing the factors influencing the choice of 
market expansion strategy. We are focusing on the explorative research because we 
have limited knowledge about our research area and since we are aiming at gaining a 
deeper understanding within this field. Our research is also descriptive, as we are 
describing the collected data.  

 3.2 Research approach 

All research involves data to help answering the research questions and meet the 
objectives (Saunders and Lewis, 2000). Quantitative and qualitative are two different 
modes of research approaches that decide how the selected data is analyzed and 
treated (Patel and Davidson, 1994). The most appropriate approach depends on the 
research questions and the purpose of the study (Yin, 1994). Both approaches will be 
described below.   
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The quantitative research approach can be described as to generalize the collected 
information (Holme and Solvang, 1997). The data is mainly gathered through 
questionnaires with closed-end questions and is shown to be measurable and 
presented in tables and figures. (Ibid) A quantitative research approach consists 
therefore of a process of creating tables or diagrams which show the frequency of 
occurrence through establishing statistical relationships between variables to complex 
statistical modeling (Saunders and Lewis, 2000). 
 
A qualitative research approach involves data based on meanings and is expressed 
through words. Moreover, this approach includes collection of results in non-
standardized data, which require classifications into categories. The analysis of the 
data is conducted through the use of conceptualisation. (Saunders and Lewis, 2000) 
The quantitative research approach aims to gain a better understanding of data, which 
is not quantifiable. This type of data is for example attitudes, values and/or 
perceptions. (Holme and Solvang, 1997) 
 
In this study a qualitative approach is used. We chose this method since the aim with 
the research questions and purpose is to gain a deeper understanding of the factors 
influencing the choice of market expansion strategy. The aim is not to make 
generalizations. Instead, we want to study a number of relationships in more depth to 
be able to gain a better understanding of the topic. A deep understanding of the 
research area also requires data expressed in attitudes and perceptions and such data 
cannot be analyzed with a quantitative approach. 

3.3 Research strategy 

Different research strategies can be used to be able to answer the research questions 
and reach the purpose. Dependent on the research questions, the extent the researcher 
has control over behavioural events and to what degree the focus is on contemporary 
events the researcher can chose the most suitable research strategy (Yin, 1994). 
Empirical data collection can be done by a number of different research strategies 
such as through experiment, survey, archival analysis, history, and case study. 
(Wiedersheim-Paul and Eriksson, 1997) These strategies and the classification of 
them is shown in the table below. 
 
Table 3.1 Relevant Situations for Different Research Strategies 
Research Strategy Form of research 

question 
Requires control over 
behavioural events 

Focuses on 
contemporary events 

Experiment How, why YES YES 
Survey Who, what, where, 

how many, how much 
NO YES 

Archival analysis Who, what, where, 
how many, how much 

NO YES/NO 

History How, why NO NO 
Case Study How, why NO YES 
Source: Yin, 1994, p. 6 
 
We do not consider to make a survey or an archival analysis since our research 
questions are not formed to answer who, what, where, how many or how much. 
Further, we have not chosen to do an experiment since it does require control over 
behavioural events. Since, we are interested in investigating the situation of our 
research area today, we are not using a historical research strategy. 
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Yin (1994) also claims that a case study suits research that do not have control over 
behavioural events and when the events under the investigation are contemporary 
which they are in our case.  According to Saunders and Lewis (2000), a case study is 
conducted in research that aims to gain a rich understanding of the context of the 
research and about the process that is being enacted. According to Yin (1994), there 
are two types of case study a researcher has to consider. These are single and multiple 
case studies. A single case study is when one entity is investigated. A multiple case 
study includes investigating and comparing two or more entities. A multiple case 
study should serve as multiple studies where the results are predicted before the 
investigation is carried out. It therefore allows for comparison between different cases 
and the opportunity to discover similarities and differences. Due to the how-
formulation of our research strategies we chose to conduct a case study. Moreover, 
our purpose to gain a better understanding of our research area also influenced us to 
choose a case study. Due to the time limit and the recommendations from our 
supervisor we chose to make a single case study. 

  25   



  

 
 3.4 Data collection method 
 
After deciding on which research strategy to use, data can be collected for the case 
study through six different forms: documentation, archival records, interviews, direct 
observations, participant observations, and physical artefacts (Yin, 1994). These 
methods and their strengths and weaknesses are shown in the table below. 
 
Table 3.2: Six sources of Evidence: Strengths and weaknesses 
 
Source of Evidence 

 
STRENGHTS 

 
WEAKNESSES 

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

Retrievability: can be low 
Biased selectivity: if collections 
are incomplete 
Reporting bias: reflects 
(unknown) bias of author 
Access: may be deliberately 
blocked 

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

(Same as above for 
documentation) 
Accessibility due to privacy 
reasons 

Interviews Targeted: focuses directly on 
case study topic 
Insightful: provides perceived 
causal inferences 

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

Direct Observations Reality: covers event in real 
time 
Contextual: covers context of 
event 

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

Participant Observation (Same as for direct 
observations) 
Insightful into inter-personal 
behaviour and motives 

(Same as for direct observations) 
Bias due to investigator's 
manipulation of events 

Physical Artificats Insightful into cultural features 
Insightful into technical 
operations 

Selectivity 
Availability 

Source: Yin, 1994, p. 80 
 
Yin (1994) describes the strength of different sources of evidence in a case study as 
triangulation. Archival records is a type of data collection method that is precise and 
quantitative. (Ibid) Since the aim with the data collection is to have a qualitative mode 
of research this method has been excluded. Moreover, since observations is a method 
that is recommended for research aiming at collecting data by studying the 
participants this technique has also been eliminated (Saunders and Lewis, 2000). 
These types of data collection are also time consuming. We have also excluded 
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physical artificats due to the fact that our aim not is to get insight into cultural or 
technical operations. 
 
We have chosen to use the following two methods of collecting data a) documentation, 
and b) interviews. We have chosen documentation since this method includes 
information such as articles, letters, and written reports needed for the literature 
review and to gain more knowledge in the research area. This type of data can also be 
described as secondary data, which is data that has already been collected for another 
purpose. (Saunders and Lewis, 2000) The documented information used is theories 
that we have found in books, scientific articles and information about our case study 
company. These sources are stable since they can be refound and reused by other 
researchers.  
 
The second method we have used to collect the data for this thesis is through an 
interview. This method was chosen since it is a significant source of information for a 
case study. (Yin, 1994) The type of data used in this method is called primary data 
since it is collected for a specific purpose by the researcher (Wiedersheim-Paul and 
Eriksson (1997). It exists three different types of interviews. These are open-ended, 
focused, and structured.  An open-ended interview is used when the respondent is 
allowed to answer the questions in his/her own words. A focused interview is bound 
to a certain degree. It follows a set of questions but is performed in an informal, 
conversational manner. The third type, structured interview is based on a survey, in 
which the researcher without flexibility predetermines the questions.  (Yin, 1994) 
 
We have chosen to use a focused interview since we are going to follow a certain set 
of questions.  By doing this, we can focus on the topics that are important for our 
research questions and purpose. The interview is based on the interview guide that is 
enclosed to this thesis. The questions are based on the conceptual framework from 
chapter two. Since we wanted the interview to be flexible it is also, to a degree open- 
ended.  
 
An interview can be done over the telephone or in person. The most qualitative 
interviews occur on a one-to-one, face-to-face basis. Other strengths with an interview 
in person are that they can include questions that are more complex and that they can 
be carried on a longer period of time. The strengths of interviews done by telephone 
are the increase of access, speed and lower cost. (Saunders and Lewis, 2000) We have 
performed a personal interview since we had the opportunity to meet the respondent. 

 3.5 Sample selection 

The choice of sampling techniques is dependent on the feasibility and sensibility of 
the collected data to answer the research questions and to address the objectives from 
the entire population. Moreover, the sample selection is important for analysis of the 
data since it places limits on the conclusions that will be drawn (Miles and Huberman, 
1994). Research questions and objectives that do not require a generalization can 
make use of a non-probability sampling technique (Saunders and Lewis, 2000). Non-
probability sampling is when the chance of each case being selected from the 
population is known. In this case, also the chance of each case being selected from the 
population is equal. Another form of technique is probability sampling. This type is 
most commonly associated with survey-based research, where the researcher needs to 
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make inferences from the sample about a population to answer the research questions 
and to meet the objectives. (Ibid) We have chosen non-probability sampling since our 
purpose is to gain a better understanding of a specific research area and not to make a 
survey-based research and to draw general conclusions.  
 
To reach our purpose we chose to investigate a small company Ab Mekrapid Products 
Oy which a) operates on the international market and b) is characterized as having a 
certain market expansion strategy. Moreover, we chose to interview the owner and the 
president of the company, Mr Fredrik Kjellman. He is the most experienced and has 
the most knowledge concerning the company's market expansion strategy. 
Furthermore, the authors of this thesis have connections to the chosen case study 
company. 

 3.6 Data analysis 

After deciding on how to gather the data for the thesis, it is important to know how to 
analyse the data (Yin, 1994). Data analysis can be based on two different strategies. 
These can be described as a) relying on theoretical propositions or b) developing a 
case description. The first strategy can be used when the results from previous studies 
concerning the research questions are compared to the researcher’s findings from the 
case study. The second strategy is used when there is little previous research in the 
subject. (Yin, 1994) Since previous studies have been conducted in our research area 
we will compare the theory to our case study. 
 
According to Miles and Huberman (1994) the definition of data analysis is a) data 
reduction, b) data display and c) conclusion drawing/verification. Data reduction 
includes sharpening and organizing the data in a way that allows for the final 
conclusions to be drawn and verified. Data display includes reducing the data and 
displaying it in an organized and compressed way so that the conclusions of the data 
can be drawn more easily. The third activity is conclusion drawing and verification, 
which includes the final analytical activity for the qualitative researcher. Here the 
researcher note patterns, explanations and propositions. All these steps are followed in 
this thesis.  The way in which the data will be analyzed is very important for any 
research study (Yin, 1994). Research data analysis can be done through two different 
specific techniques. These are a) within-case analysis can be describe as to compare 
the data collected against the theory used or b) cross-case analysis which can be 
described as to compare data in one case to data in another case. Due to the 
recommendations and the time limit for this thesis we have done a single-case study. 
A natural choice for us was therefore to conduct a within-case analysis to reduce the 
data. The collected data from our case study will be compared with the conceptual 
framework. Based on the findings in the within case-analysis we will draw the 
conclusions.    

3.7 Quality standards 

Saunders and Lewis (2000) claim that quality standards highlight the reduction of the 
possibility of getting the wrong answer. According to Wiedersheim-Paul & Eriksson 
(1997) the transfer of theoretical ideas into empirical observations is difficult. There 
are two important aspects in this process. These are validity and reliability (ibid).  
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Validity is concerned with whether the findings are really about what they appear to 
be about (Yin, 1994). According to Yin (1994) there are three different types of 
validity. These are construct validity, internal validity, and external validity. Construct 
validity includes the establishment of correct operational measures for the concepts 
that are being studied. Further, it is essential that an objective judgment is used when 
collecting the data. The following three aspects should be examined to increase 
construct validity. The first is to use multiple sources of evidence during the data 
collection. The second tactic is to establish a chain of evidence, which should also be 
done during the data collection and the third tactic is to construct a case study report, 
which is reviewed by the key-informants. (Yin, 1994)  
 
Yin (1994) claims that internal validity includes establishing a casual relationship, 
which shows that specific conditions lead to other conditions. This type is aimed for 
explanatory case study and will not be considered in this thesis since we are mostly 
using a descriptive approach. The third type is external validity, which refers to 
establishing the field to which the findings can be generalized. Since we are 
conducting a case study, generalization in our thesis is difficult to reach. (Ibid.) 
 
We have conducted the following steps to increase validity in our research:  
 
We have developed the interview guide on the basis of existing theories and with help 
from our supervisor and other students to increase the construct validity before data 
collection. Our supervisor has also helped us with the theoretical aspects in the 
interview guide. Other students have helped us with the construction of the questions 
to get these as easy to understand as possible. The interview guide was also sent to the 
respondent before the date of the interview so that he could prepare himself.  
 
To increase the validity during data collection the whole interview was taped. It gave 
us the possibility to go back to a specific part in the interview and to support the notes 
that were taken during the interview. Furthermore, we were precise to ask for 
definitions of words to clarify the answers. We have also noted each source in the 
whole thesis to show the multiple sources of evidence. 
 
Reliability means that if a researcher later follows the same method and investigates 
the same research area in the same case study firm, he or she should get the same 
result and conclusion as the researcher got in the first research (Yin, 1994). To reach 
reliability in the research it is important that the information give trustworthy and 
stable results (Wiedersheim-Paul and Eriksson, 1997).  
 
We have conducted the following steps to increase reliability in our research: 
 
To increase reliability before data collection we have chosen to interview the person 
having the most knowledge about the company’s market expansion strategy. The 
questions that we have chosen are based on the stable sources of theory in our 
research area. Moreover we have tried to formulate them as clear as possible to avoid 
any misunderstandings. 
 
To increase the reliability during data collection we taped the whole interview. 
Furthermore, we tried not to pose any leading questions that would affect the answer 
given by the respondent. We asked the respondent for definitions of different words to 
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be sure that we understood the answers correct. The timeframe available for the 
interview was suited to the questions we had prepared. We had also asked the 
respondent if we could contact him again to get the opportunity to ask for more 
information if needed. The respondent read our data collection chapter to check the 
result from the interview. 
 
To increase the reliability of the research we have used stable sources as books and 
scientific articles. These are all mentioned in the reference list and can therefore easily 
be found by other researchers. Furthermore, to increase the way the data has been 
selected, collected, and treated the structure of the thesis follows the 
recommendations from our supervisor.  
 
Some weaknesses in the reliability in this thesis could be that the respondent in the 
interview and the researchers conducting the interview are affected by their own 
attitudes and perceptions. Furthermore, the interview was conducted in Swedish. It 
was later translated into English. It is possible that this might have resulted in 
translating errors that might have affected the reliability of this thesis. Moreover, the 
researchers have not made a thesis before which can affect biases in the process of 
this research.  
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4 Empirical data: A Case Study of Ab Mekrapid Products  
Oy 
 
In this chapter we will present our empirical data, which is a case study of a Finnish 
company called AB Mekrapid Products Oy, which is located in Jakobstad. First, the 
background of the company is presented. This is followed by a focus on the 
company’s market expansion strategy in the international market. Data presented in 
this case is based on an interview conducted with the owner and manager of the 
company, Fredrik Kjellman. 

4.1 Company background 

Fredrik Kjellman, the owner and manager of the company, founded Ab Mekrapid 
Products Oy (Mekrapid) in 1974. Today Mekrapid has around ten employees. At the 
time of establishment the company’s business concept were to develop, construct and 
produce special machines. This business area still exists but has changed from serving 
many different business customers with special machines to concentrating to produce 
special machines mainly for a producer of abrasive called Ab Kwh Mirka Oy. Due to 
Mekrapid’s technical ability the company received a project to develop a furniture 
component from a Finnish furniture producer in 1990. In the beginning, Mekrapid 
acted only as a subcontractor to the Finnish firm that ordered the special furniture 
components. However, the management of Mekrapid noticed a demand in the 
furniture component market. Due to this, the company took a strategic decision to be 
an independent furniture components producer. As a result the company's business 
area changed from concentrating mainly on special machines to also develop, produce, 
and sell furniture components. Another reason for this decision was to avoid the risks 
and the complexity in the work with special machines. Today, Mekrapid’s turnover is 
ca two million EUR. The turnover for the business area of furniture components 
amounts to half of the total revenue.  
 
Business concept 
The company's strategy is to 1) develop and expand the business area of the furniture 
components and 2) maintain the business area of producing special machines and 
including parts to Ab Kwh Mirka Oy. The furniture component business area of 
Mekrapid includes developing, producing and selling furniture components to recliner 
chairs, bar chairs, bar stools, footstools, and sofas. Furthermore, the business idea is to 
develop components with an exclusive solution, to produce the products in a rational 
way and to sell them globally. The focus is to develop products with a high quality 
surface and modern design. The solution of the furniture components the company 
has developed is mostly patented. 
 
The components mainly consist of two different own-produced products, which are 
swivels in different heights and appearances, and glide mechanisms with different 
functions. Moreover, the company also develops tools for producing bases in 
aluminium and wooden in different appearances and sizes. The production of these 
bases is outsourced to the company's suppliers but the products are sold in the name 
of Mekrapid. A third product the company has developed consists of a recliner chair 
frame, also called a kit. This chair frame consists of a module of a base, swivel, and a 
glide mechanism mounted into a chair frame.  
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The company’s customers are a) up-holstered recliner chair furniture producers, and b) 
agents. In the first case the company has direct contact with the furniture producers. In 
the second case the company has contacts with the agents who then sell the products 
to another recliner chair furniture producer. Most of the sales are directly to furniture 
producers; agents handle only a small part of the sales. Mekrapid has ca ten agents in 
different countries. However, the company prefers to have direct contact with its 
customers in order to gain more knowledge about them. 
 
Internationalization strategy 
Since the beginning Mekrapid has been convinced that a global approach is needed in 
order to survive, and to reach profitability. One of the company's first marketing 
efforts was exhibiting at one of Europe’s most known furniture components fair, 
Interzum in 1995. At this trade fair the company received visitors from almost 40 
different countries. This fair was a starting point in the company's internationalization. 
After the fair the company was, for instance contacted by a Japanese agent who 
showed interest in becoming the company’s agent. Today, ca 75 per cent of the 
turnover from the furniture components business area goes to export markets. The 
company's customers are located in ca 30 different countries mainly in Europe and 
Asia. The four most important countries, in terms of amount of turnover are Finland, 
Norway, Japan and Spain. The company's goal is to ten double the turnover. 
 
Furthermore, the market of furniture from, for instance recliner chairs to kitchen 
furniture is a large worldwide market. However, the number of producers requesting 
Mekrapid’s type of components is rather small. The market in which the firm is 
operating is therefore regarded as a niche market. The fact that Mekrapid is targeting 
a narrow segment gives rise to a special and complex characterisation of the firm’s 
market expansion strategy. The fact that the company is operating on a niche market 
is one of the main reasons why the company strategically has chosen a diversification 
strategy. Mekrapid’s market expansion strategy is therefore based on market its 
products on a global basis. 
 
As mentioned, Mekrapid has two business areas, special machines and furniture 
components. In this case study we will only focus on the area of furniture components. 
The reason behind this is that only the company's business area of the furniture 
components is sold internationally.  

4.2 Factors influencing SMEs’ choice of market expansion strategy 

4.2.1 Company factors  

Mekrapid did not conduct much market research before deciding on going 
international. Therefore, the firm did not possess much market knowledge when it 
chose to imply a market diversification strategy or when it entered the different 
markets. Instead, the company has incrementally gained market knowledge after 
entering the foreign markets. However, the respondent also states that the entry to the 
different markets was not done entirely correct according to theory. But, since the 
company is operating on a niche market the management of Mekrapid did not have a 
choice of which strategy to choose. To gain adequate sales the firm had to choose a 
diversification strategy. The fact that the company did not possess much market 

  32   



  

knowledge did therefore not prevent the company from choosing a diversification 
market expansion strategy. Neither did it influence the choice of strategy even though 
more knowledge would have facilitated the work when operating on a global basis. 
Even at this stage, when the company has gained more knowledge about the different 
markets the management of the company cannot focus on only a few key markets. 
Instead, the sales have to be diversified on many different markets. 
 
The management of Mekrapid does not consider itself as a management with high-
risk consciousness neither does the company considers itself as a management with 
low risk consciousness. But, the management of the company does state that risks 
exist when operating internationally. Further, Mekrapid was and is aware of the risks 
when entering new markets and operating in several foreign markets. The respondent 
further states that these risks did not prevent the company from choosing a market 
diversification strategy. This is once again due to that the company is targeting a 
niche market. To reach adequate volumes the products therefore have to be sold on a 
global basis. Moreover, Mekrapid can spread the risk associated with its operations on 
several foreign markets. The company can for an example compensate a downturn in 
one country with a growth in another market. But neither has these risks associated 
with the company's operations abroad influenced the choice of market expansion 
strategy. 
 
Today and also earlier in the company’s history the goal of growth has been 
influenced by the aim of growth through market development. As a result the firm has 
chosen a market diversification strategy. The goal of growth through market 
development is actually one of the main reasons to why the company has chosen this 
strategy. The reason to this decision is as mentioned before that Mekrapid is operating 
on a niche market. The company could, for instance, produce the Finnish yearly need 
of these furniture components in one week. Also, the Swedish yearly need of these 
components could be produced within two weeks. Due to this the company has been 
convinced to imply a market diversification strategy in order to achieve growth. 
 
Internal barriers expressed in size of the firm and the available resources have not 
affected the choice of the company's market expansion strategy. Neither has the fact 
that the company is a small firm influenced or prevented the choice of market 
expansion strategy. The internal barriers could not be taken into consideration when 
developing the company's market expansion strategy since the company’s furniture 
components had to be sold on a global basis in order to reach profitability. The 
company has a high level of free resources available in production, which facilitates 
the company's global market expansion strategy. The reliability of the deliveries is 
important in the markets that the company operates in. The fact that the company is 
small has not been an obstacle in the competition on the markets due to the fact that 
the reliability in the deliveries easily can be obtained. This is the main reason why the 
internal barriers expressed in firm size did not influence the choice of market 
expansion strategy. But, at the same time, the high level of free resources available in 
production has facilitated the work when operating on a global basis. The chosen 
strategy requires a high amount of financial resources. The management of the 
company perceives that the financial resources that the small company possesses have 
prevented the company from operating on a global market in the way that the 
management think is needed. However, the fact that the company does not possess the 
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requested amount of financial resources has not influenced the choice of market 
expansion strategy but has been an obstacle in the taken market operations.  
 
The company has been driven by proactive export stimuli. The firm is constantly 
searching for possibilities to expand by entering new foreign markets. Due to the 
limited number of products sold in each market the firm is forced to expand into new 
foreign markets to be able to increase sales and profit. Furthermore, the manager of 
the company is driven by a motivation and willingness to internationalize. This factor 
has therefore had an effect on the company’s choice of market expansion strategy.  

4.22 Product factors  

Mekrapid has products in every stage of the product life cycle. But the products' stage 
in the life cycle has not influenced the choice of the company's market expansion 
strategy. Furthermore, Mekrapid has not considered, for instance, spreading risks or 
maximize available expertise as reasons to why the stage in the product’s life cycle 
could influence the choice of market expansion strategy. Instead, the company's 
choice of a diversification strategy has been influenced by that the firm is offering 
niche products that from the introduction stage to the mature stage have to be sold on 
a global basis in order for the firm to reach a high sales volume and profitability. 
 
Mekrapid's products are standardized products, which mean that they do not need 
many adaptations to the different markets. However, there are some adaptations the 
company has had to consider for its various markets. Such adaptations are swivels in 
different heights and recliner chairs in different sizes. The reasons for this are that 
swivels in Asia generally are lower compared to European ones and that the recliner 
chairs in America generally are larger than in Europe. But, even though lower types of 
swivels are sold in Asia the same height can also be sold in Europe. The difference in 
the height of the swivels can therefore not only be described as adaptation to different 
markets but also as to have a greater offer in the product range of swivels. The fact 
that the company has a standard product has not influenced the choice of the 
company’ market expansion strategy. However, this factor has facilitated the work of 
operating on a global basis.  
 
To suit different foreign markets not many changes in the process of production are 
needed. The main reason for this is that Mekrapid is selling standardized products 
worldwide. The company has also from the beginning focused on producing its 
furniture components in a rational way with few changes. The few changes needed in 
the production process can be described as a factor that has facilitated the work on a 
global basis. However, it has not influenced the choice of the company's strategy.  
 
As earlier mentioned, Mekrapid's furniture components are niche products. Therefore, 
the use of the company’s furniture components is very limited. The reason for this is 
that only furniture producers of up-holstered swivel recliner chairs demand the 
company’s products. Another reason to why the use of the company's products is 
limited is due to the reason that the company offers differentiated furniture 
components that fulfill unique needs. Moreover, due to these reasons, the sales 
volume per customer and country is low. This is why the company diversifies its sales 
in different markets. The niche products and the limited use of the company’s 
products are the main reasons to the choice of the company's diversification market 
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expansion strategy. The buyer behavior of the furniture components can be described 
as a repeated buying behavior. When a customer has designed and started to market a 
certain range of recliner chairs or bar chairs the possibility that the company would 
change the components in the products is low. The company is aware of the repeated 
buying behavior of its customer. But this factor has not influenced the choice of 
market expansion strategy since the company need to spread the sales over several 
foreign markets even if the company's customer's purchases are repeated. 

4.2.3 Market factors 

The total furniture market is considered a large market. However, Mekrapid is only 
targeting the small part of the market that is requesting this certain type of 
components. Consequently, the potential number of customers in each market is small. 
To begin with the number of up-holstered producers is very limited. Furthermore, the 
producers of up-holstered that demands this certain type of components to its recliner 
chairs and bar chairs is also small. The firm is therefore targeting a niche segment. 
The fact that the company is targeting a niche segment has had a large impact on the 
choice of strategy. Since the number of potential customers in each market is small, 
the firm has to export to many markets to reach a high sales volume.  
 
The different markets in which the firm operates are regarded as dissimilar. However, 
it is more appropriate to view it as differences between regions. For instance, 
European countries are rather similar. At the same time, European countries are 
different compared to Asian countries. For instance, the culture, the economic 
development and the infrastructure vary among the regions. However, the difference 
between markets has not had an impact on the choice of market expansion strategy. 
Since the firm only is targeting a small part of the market it has to export to as many 
markets as possible even if the differences among them might complicate matters. Put 
in another way, Mekrapid does not look for markets that are similar; instead the 
company tries to sell to all markets that are interested in its products. 
 
Mekrapid has products in all stages of the market life cycle. A new life cycle starts 
with a new innovation. At the same time one market might level off and yet another 
might be in the mature phase. Moreover, a growing market gives a boost to total sales 
volume. For Mekrapid the market life cycle has not had an impact on the choice of 
strategy. The reason for this is that since the company is selling a niche product it has 
to export to many markets to be profitable. However, the company tries to adjust its 
business strategies to suit the life cycle of a certain industry in each country.  
 
The furniture business is rather sensitive to ups and downs in business cycles around 
the world. The market is also quite sensitive to changes in consumption patterns. For 
instance, people are, at the moment prioritizing their homes which the furniture 
industry can take advantage of. Moreover, the travel industry is regarded as a threat. 
When people are prioritizing traveling, the furniture industry generally has to suffer, 
with lower selling volumes as a result. Mekrapid has had a quite stable growth rate. 
However, the growth rate has been slower during down turns in business cycles. 
Nevertheless, due to the fact that the firm has a niche product and is operating on a 
niche market the firm always is searching for new opportunities abroad. This factor 
has therefore not had an impact on the firm’s choice of market expansion strategy.  
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The level of competition is considered as rather intense in all markets in which the 
company operates. However, the constitution of the competition varies among 
markets. In the US a few large companies with a large amount of resources dominate 
the furniture industry. They are using their power to influence, for instance which 
companies' customers are conducting business with. The situation in the USA makes 
it difficult for new organizations to enter the market. On the other hand, the 
competition in Europe is dominated by a larger number of smaller companies who has 
a smaller share of the market. However, there are large organizations in this market as 
well. Nevertheless, it is easier to enter the European market than the American. The 
fact that the company offers differentiated and patented niche products has helped the 
firm to stay competitive. However, there are substitutes and other solutions to the 
products Mekrapid is offering. The competition is therefore considered as intense, but 
fairer compared to the competition in the US market. When it comes to competition, 
the furniture industry in Asia is similar to the European. However, to be able to enter 
the Japanese market an agent is needed. Generally, regardless of market, the 
companies in the industry are competing with price, design and timely distribution. To 
be able to sell at a more favorable price than competitors, right material and 
inexpensive production are necessary. Mekrapid has improved its production process 
which has helped the firm to save costs in production. The level of competition in 
foreign markets has not affected Mekrapid’s choice of market expansion strategy. 
Regardless of the level of competition the firm has to sell too many countries to be 
profitable. The reason for this is, as mentioned before the small number of potential 
customers in each market. 
 
The most difficult part is to gain customers in the first place. Once they have started 
to do business with Mekrapid they usually become loyal customers. The company 
therefore has many customers that continuously are buying products from the firm. 
However, one danger is that when customers receive a product sample they can copy 
the product and start to produce it themselves. A reason for the large number of loyal 
customers is that the firm is offering components with a special patented solution and 
function. However, the number of loyal customers has not affected Mekrapid’s choice 
of market expansion strategy. The firm always tries to gain as many new customers as 
possible while keeping the customers it already have. The reason for this is due to that 
the firm has a niche product and is targeting a niche segment. 

4.2.4 Marketing factors 

Mekrapid is using standardized communication among its various markets. 
International exhibitions are the main communication tool used in all markets in 
which the organization operates. It is the most appropriate tool since it reaches 
producers and agents from all over the world. Language is one major problem when 
selling on a global basis. For instance, when the firm is visiting a trade show the 
languages spoken might amount to 30 different languages. It is difficult for a small 
firm to have personnel that can serve the customers in so many languages. Apart from 
international exhibitions, the firm also uses personal selling when visiting customers. 
Furthermore, the company’s homepage and brochures serve as important sources of 
information for the customers. These communication tools are used to all customers 
dependent on their needs. Even though agents exist the company is responsible for the 
marketing efforts throughout the world. The agents in overseas markets support the 
sales but Mekrapid handles the communication with the main customers. However, 
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despite the fact that the firm is able to use standardized communication, this factor has 
not had an influence on the company’s choice of market expansion strategy. Even if 
the firm had to adapt its communication it would have been forced to find ways to sell 
too many markets to remain profitable. However, it has facilitated the communication 
with different countries.  
 
Moreover, Mekrapid is facing low additional communication costs for new markets. 
Order handling costs are also considered as low for additional markets. But, this has 
not influenced the firm to choose a diversification strategy. These factors are more an 
outcome of Mekrapid’s standardized communication strategy. However, it has 
facilitated when operating internationally.  
 
The firm might gain from spillover effects during international exhibitions. Agents 
and producers from countries the company not currently is conducting business with 
might become interested in the firm’s products. However, it may be difficult to know 
from where customers have received information about the company. It can be from 
exhibitions just as well as from agents or other sources. Nevertheless, due to the 
business concept of offering a niche product that has to be sold in many countries to 
reach an adequate selling volume this factor has not had an impact on the chosen 
strategy.  
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5. Data Analysis 
 
In this chapter we will analyze and compare the collected data from chapter four with 
the literature review as well as our conceptual framework developed in chapter two. 
This is made in order to discover similarities and differences compared to theory. The 
aim is to gain a better understanding of the factors that influence the choice of market 
expansion strategy. We have conducted a single case study. Therefore we will present 
a within case study analysis. Since our case study firm is utilizing a diversification 
strategy only the factors stated in existing theory that influence the choice of a market 
diversification strategy are analyzed.  

5.1 Company factors  

According to Hollensen (1998), the degree of market knowledge influences the choice 
of market expansion strategy. A company with little market knowledge is more likely 
to employ a market diversification strategy. (Ibid) Mekrapid’s choice of strategy 
partly supports this theory. It is coherent with theory since the firm is utilizing a 
market diversification strategy and had little market knowledge when it entered the 
foreign markets. The firm has gained information about foreign market environments 
incrementally after entering the markets. However, Mekrapid does not support 
Hollensen’s argument that a low level of market knowledge is a factor that influences 
the choice of market expansion strategy. Furthermore, Johanson and Vahlne (1977) 
claim that the lack of knowledge about the host country's language, culture, politics, 
society, and economy might lead to difficulties when operating in foreign markets. 
Since Mekrapid agree that market knowledge is needed when entering new markets 
and also when operating in foreign markets this statement complies with the empirical 
data.  However, Mekrapid states that even if the company possessed a low level of 
market knowledge this could not be taken into consideration when the choice of 
market expansion strategy was made. Instead, the choice of a market diversification 
strategy was made since the company is operating on a niche market.  
 
Hollensen (1998), states that the degree of the management's risk consciousness is 
likely to affect the choice of market expansion strategy. A high management risk 
consciousness is likely to favor a diversification strategy (ibid). It is difficult to 
analyze the impact of this factor since Mekrapid does not consider itself as a 
management with high-risk consciousness, neither does the company consider itself 
as a management with low risk consciousness. At the same time the management of 
Mekrapid states that there are risks when operating in foreign markets. However, 
these risks must be overlooked since the company is convinced that a market 
diversification strategy is the most appropriate choice. Mekrapid has made a decision 
to employ a diversification strategy even if the management of the company does not 
consider itself as a management with a high-risk consciousness. Therefore the 
company does not support the theory of Hollensen (1998). Neither does the company 
support the theory of Hollensen (1998) that the level of the management's risk 
consciousness has influenced the company's choice of pursuing a market 
diversification strategy. Due to the fact that the company's niche products have to be 
sold on a global basis in order to reach profitability Mekrapid had to choose a 
diversification strategy even if this strategy is associated with fundamental risks.  
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 Moreover, a similarity arises with the theory of Madsen and Servais (1997). These 
authors state that a high-risk management perceive spread in the international markets 
as providing opportunities rather than obstacles. The management of Mekrapid does 
not view spread in the international markets as a barrier. Instead, it is regarded as 
creating opportunities for the firm. Furthermore, it can be claimed that Mekrapid is 
coherent with the statement of Spira and Page (2003) who suggest that risk-taking is 
fundamental to business activity. Mekrapid supports this theory since the company 
has chosen a diversification strategy even if the management is aware of the risks. 
Olusoga (1993) mentions that risks associated with the operations of a market 
diversification strategy can influence the choice of market expansion strategy. This is 
because companies can spread the risk of its operations by employing a diversification 
strategy. According to the author, a company can compensate an economic downturn 
in one country with growth in another market in which the organization operates. 
Mekrapid partly supports the theory of Olusoga (1993). Mekrapid supports this theory 
since the company does spread its operations on several foreign markets and can 
therefore compensate a recession in one country with growth in another foreign 
market. However, Mekrapid is not coherent with the theory of Olusoga that this is a 
factor to why a company chose a diversification strategy.  
 
A company that has a goal of growth through market development is more likely to 
employ a market diversification strategy (Hollensen, 1998). Mekrapid complies, to a 
high extent with the theory of Hollensen (1998) since the company’s goal of growth 
through market development is one of the major reasons to why the company has 
chosen a market diversification strategy. Moreover, Lee and Yang (2001) state that a 
company that is concerned about its export sales growth is more likely to employ a 
market diversification strategy. Mekrapid is consistent with this statement by Lee and 
Yang (2001) since the company's aim is to increase the turnover by selling on a global 
basis. Furthermore, Madsen and Servais (1997) state that a company's growth goal 
can be reached by producing highly specialized and customized goods for 
international niche markets. Mekrapid supports this theory since the company aims at 
reaching its sales goal by offering a niche product. Moreover, the company complies 
with existing theory since the firm’s goal of growth is a factor that has influenced the 
choice towards a market diversification strategy.  
 
There is no consensus around the aspect of internal barriers expressed in terms of 
firm resources and firm size. It is therefore difficult to determine the impact of this 
factor. Since the researchers’ views are contradictory Mekrapid partly supports the 
theory concerning this factor. The company agrees upon the theory of Rundh (2001) 
that internal barriers expressed in terms of necessary financial resources can prevent a 
company’s operations in foreign markets. However, Rundh (2001) does not claim that 
only restriction in financial resources prevents a company in its operations. According 
to Rundh a lack of any other necessary resources can prevent a company in its 
operations. The absence of Mekrapid’s financial resources has prevented the company 
from operating on the global market in the way that the management think is needed. 
However, the absence of financial resources has not influenced the choice of market 
expansion strategy. Therefore, Mekrapid shows both similarities and differences in 
the theory of Rundh (2001). Moreover, Mekrapid shows similarity according to the 
theory of Ayal and Zif (1979). These authors consider that an organization can favour 
a diversification strategy if the company faces absence of internal restrictions in for 
instance production resources. The similarity between this theory and the collected 
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data is that Mekrapid has available production capacity and has chosen a 
diversification strategy. A difference with this theory is that Mekrapid has not chosen 
a diversification strategy due to the availabilities in the production process. 
 
Furthermore, Madsen (1988) states that the companies who are most interested in 
diversifying their efforts into different markets are the smaller ones. The rationale 
behind this argument is that they do not have the necessary resources for a 
concentration strategy to be successful. Considering this statement Mekrapid does 
both comply and not comply with theory. The similarity with this theory is that the 
firm is small and has chosen a diversification strategy. The difference is that this 
strategy has not been chosen due to the size of Mekrapid. This is once again due to 
that the company’s furniture components have to be sold on a global basis in order to 
reach profitability. On the other hand, since Mekrapid is a small firm who has chosen 
a diversification strategy the company does not support the theory of Katsikeas and 
Leonidou (1996). This is because these authors suggest that due to more resources 
larger companies tend to a greater extent choose a diversification strategy. 
 
Katsikeas and Leonidou (1996), state that reactive export stimuli are related to an 
organization more passive approach to export opportunities. The firm is going 
international because of changes in the environment, which is more or less forcing the 
organization to start exporting. Proactive stimuli are related to aggressive and active 
behavior and search for export opportunities. (Ibid) Mekrapid has been driven by 
proactive stimuli. The firm is constantly searching for opportunities to expand to new 
foreign markets. As mentioned before, the firm is targeting a niche market. To 
increase profits the company is forced to look for new markets to enter. Another 
reason for the firm’s active behavior is the management of the company. It is driven 
by a motivation to internationalize. Consequently, a main aim for the organization is 
to continuously grow through market expansion. This factor has therefore influenced 
the choice of strategy.  According to this, the collected data fits with existing theory. 
However, one proactive stimulus that not has affected Mekrapid is market knowledge. 
According to Hollensen (1998), market knowledge can cause a company to initiate 
international business. As mentioned before, Mekrapid did not have much knowledge 
about the foreign market before it started exporting. Nevertheless, this factor does, 
overall fit with theory. The company factors influencing the choice of market 
expansion strategy is summarized in table 5.1.  
 
 
 
Table 5.1 Company factors influencing SME's choice of a diversification strategy 
 
Company factors Fits with theory 

Impact on the choice of 
strategy 

Little market knowledge Yes No 
High management risk 
consciousness No No 
Goal of growth through market 
development Yes Yes 
Internal barriers 
- SME 
- production resources 
- financial resources 

 
- 
- 
- 

 
No 
Partly 
Partly 

Proactive export stimuli Yes Yes 
Source: Authors' Construction 
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5.2 Product factors  

According to Hollensen (1998), companies with products in the early or late stage in 
the product life cycle tend to favor a diversification strategy. This is because a low 
sales volume characterizes the early stage in the product life cycle. By spreading sales 
and risks over a larger number of foreign markets a company can reduce the 
uncertainty and vulnerability associated with the introduction of new products. 
(Magnan, Fawcett et. al., 1996) Firms that have a product in the late stage in the 
product life cycle are likely to favor a diversification strategy since this stage is 
characterized by overcapacity in the industry due to the slowdown in sales, which in 
turn leads to increased competition. Competitors therefore try to find and enter new 
markets. (Kotler, 1997) Mekrapid has products in each stage of the products life cycle 
but the company does not comply with the theory of Hollensen (1998) that the stages 
in the product life cycle influences the choice of a company's market expansion 
strategy. Neither, does the company support the reasons as spreading risk and sales 
and to maximize available expertise as a reason to why the product life cycle could 
influence the choice of a certain type of strategy. Furthermore, the company does not 
agree upon the statement by Kotler (1997) that the choice to imply a market 
diversification strategy as a way to handle the slowdown in the sales.  
 
Companies that do not have to put great effort on adjusting their products to each 
foreign market are more likely to employ a market diversification strategy (Hollensen, 
1998). Regarding to this theory, Mekrapid shows both similarities and differences.  
The firm supports the theory of Hollensen (1998) since the company has a standard 
product and has chosen a market diversification strategy. However, the difference 
between this theory and Mekrapid is that Mekrapid has not chosen this strategy due to 
that the company has a standard product. Moreover, O´Cass and Julian (2003) state 
that the aim of a company that has a standard product and employs a diversification 
strategy can be to seek the closest match between its current offerings and foreign 
market conditions. The reason for this is to minimize the level of adaptation required. 
This does not comply with Mekrapid’s aim. Instead the aim of Mekrapid is to have 
products that meet a limited but global need on an international niche market.  
  
According to Mas-Ruiz, et. al., (2002) a company is more likely to employ a 
diversification strategy in cases when a company's entry into new markets requires 
few changes to its production process. Mekrapid partly supports this theory. The 
similarity is that Mekrapid has few changes in the production process at the same time 
as the firm has chosen a diversification strategy. The difference with this theory and 
the company is due to that this strategy has not been chosen because of few changes 
in the production process. The organization has from the beginning focused on 
producing its furniture components in a rational production process. The few changes 
in the production that are needed can therefore be described as a factor that has 
facilitated the work on a global basis. However, this factor has not influenced the 
choice of strategy. 
 
Mas-Ruiz, et. al, (2002), suggest that the nature of a company's product can influence 
the choice of market expansion strategy. For instance, organizations with a niche 
product are likely to utilize a market diversification strategy. This is because this type 
of product tends to be a low sales volume product with low market shares. To reach a 
high sales volume, this type of product needs to be spread in several international 
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markets. (Ibid) Mekrapid comply with the theory Mas-Ruiz, et. al, (2002). The 
company’s furniture components are as earlier mentioned a niche product. Therefore, 
the use of Mekrapid's furniture components is very limited. Moreover, the sales 
volume of the company's furniture components per customer and country is low. This 
is why the company diversifies its sales in different markets. The fact that the 
company has a niche product with a limited use is the main reason to the choice of the 
company's diversification market expansion strategy. Moreover, Dalgic and Leeuw 
(1997) state that the development of a niche product consists of the process to carve 
out a small part of the market and to offer a solution to needs that are not fulfilled. 
Mekrapid is coherent with this theory. The firm is targeting producers of up-holster 
recliner chairs, which is a small part of the furniture market. Mekrapid offers furniture 
components with a patented solution to this part of the market.  It can therefore be 
claimed that the company is fulfilling discontented needs with a new and 
differentiated solution.   
 
Mas-Ruiz, et. al, (2002) also state that a product's type of buying behavior affects the 
type of market expansion strategy. A product with a non-repeated purchase behavior 
is better suited for a diversification strategy (ibid). This is due to the reason of 
increasing the sales volume of the product in several international markets. (Ibid) 
Mekrapid does not comply with this theory. The company has chosen a market 
diversification strategy while it has product with a repeated buying behavior. 
Moreover, this factor has not influenced Mekrapid to choose a certain strategy. The 
product factors influencing the choice of market expansion strategy are summarized 
in table 5.2. 
 
 
Table 5.2 Product factors influencing SME's choice of a diversification strategy 

Product factors Fits with the theory 
Impact on the choice of 
strategy 

Stage in product life cycle Partly No 

Standard product Yes Partly 
Few changes in production process Yes Partly 
Nature of the product (niche product) 

- Limited use 
- Low sales volume 
- Non-repeated buying 

behaviour 

Yes 
Yes 
No 
 

Yes 
Yes 
No 
 

Source: Authors' Construction 

5.3 Market factors 

According to Czinkota and Ronkainen (2001), basic indicators of market size-targeted 
segments are the number of people in the market, purchasing power and the level of 
development. Considering this, the markets in which Mekrapid is operating can be 
regarded as large. This is also true for the whole furniture market. However, the 
company is only targeting the small part of the market that is requesting these certain 
types of components to its recliner chairs, bar chairs and sofas. The firm is therefore 
targeting a niche segment. Hollensen (1998), suggests that if an organisation is 
operating in small markets with specialized segments it is likely to utilize a 
diversification strategy. Mekrapid supports the existing theory since it is targeting a 
niche market and has chosen a diversification strategy. Furthermore, a narrow 
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segment results in fewer potential buyers. To gain adequate sales the organisation 
therefore has to export to as many countries as possible. (Kotler, 1991) The small 
number of potential buyers in each market is the main reason why Mekrapid has 
chosen a diversification strategy. The collected data therefore complies with theory. 
Moreover, Czinkota and Ronkainen (2001) state that consumption patterns influence 
what kind of products that are demanded in a market. Consequently, it affects the size 
of the market for certain products. (Ibid) Mekrapid is influenced by consumption 
patterns. At the moment people are prioritizing their homes, which the company 
benefits from. 
 
In existing theory a large number of factors determining the level of similarity among 
markets are discussed. These are, for instance, religion, values, life style patterns, 
economic development and the industrial structure. The level of similarity among 
markets determines if standardization in an organization’s international strategy is 
possible. Similar markets allow for standardization, which is likely to reduce costs 
and the complexity of operating in many countries. (Czinkota and Ronkainen, 2001) 
According to Hollensen (1998) many similar markets are likely to influence 
organizations to opt for a diversification strategy. Considering these variables; the 
markets or more accurate regions in which Mekrapid operates are dissimilar. Since 
Mekrapid is operating in dissimilar markets and is utilizing a diversification strategy 
this factor does not fit with theory. Moreover, Czinkota and Ronkainen (2001) suggest 
that due to similar characteristics such as cultural similarity firms usually conducts 
business with countries close to it. This is not entirely true for Mekrapid. The 
company is not only operating in countries close to it, but also with, for instance, 
Japan, Malaysia and Australia. Since the firm is aiming at selling to as many countries 
as possible, despite different characteristics; this factor has not had an impact on the 
choice of strategy.  
 
Hollensen (1998) suggests that the choice of market expansion strategy is influenced 
by where the industry is in the market life cycle. If the industry is in the introduction 
or in the declining phase, a strategy of diversification generally is the best choice. 
(Keegan, 1995) According to Larréché (1998), the reason for this is that new and 
declining industries are characterized by lower selling volumes than industries in the 
mature phase. To increase sales in new or declining industries an organization has to 
operate in many markets to reach high sales volumes. (Ibid) Mekrapid has products in 
all stages of the market life cycle. Regardless of where the industry is in the market 
life cycle the company is utilizing a market diversification strategy. This factor can 
therefore be said to partly fit the theory. Since the company is employing a 
diversification strategy it supports the theory concerning new and declining industries. 
However, the theory related to industries in the mature stage does not fit theory. 
Moreover, this factor has not influenced Mekrapid’s choice of market expansion 
strategy. Instead, the firm tries to adjust its business strategies to suit the market life 
cycle in each country.  
 
According to Mas-Ruiz, Nicolau-Gonzálbez, et al, (2002), the growth rate in an 
organization’s current markets influences the choice of market expansion strategy. 
This argument is based on that if the growth rate in the firm’s current markets is slow 
a strategy of diversification would enable the company to reach an adequate level of 
growth, but in a larger number of markets. (Ibid) Mekrapid has always had a rather 
stable rate of growth.  However, during downturns the growth rate has been slower. 
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Regardless of the growth rate Mekrapid is aiming at operating in as many countries as 
possible. The growth rate has therefore not influenced the company when choosing a 
diversification strategy.  For this reason, this factor does not fit with theory. 
Furthermore, it is proposed in theory that a diversification strategy might stabilize 
earnings. The reason behind this is that economic conditions not are correlated in 
different countries. If utilizing a diversification strategy a down turn in one country 
might be compensated by growth in another. As a result, overall earnings may be 
stabilized. (Olusoga, 1993) Therefore, the rather stable rate of growth that Mekrapid 
is facing might be an outcome of the chosen strategy. 
 
According to Bradley (1999), the level of competition is high when a large number of 
firms of equal size are competing with undifferentiated products.  Entry barriers, exit 
barriers and substitutes might also influence the level of competition in a market. 
(Hollensen, 1998) Considering these variables the level of competition in the markets 
in which Mekrapid is operating is considered as intense. Hollensen (1998), states that 
to be able to reduce the risks of operating in highly competitive markets firms are 
likely to opt for a diversification strategy. Despite the fact that Mekrapid is operating 
in markets characterized by intense competition this has not influenced the firm to 
chose a diversification strategy. The reason why the company is utilizing this strategy 
is that for the company to be profitable and to increase sales the firm has to operate in 
many countries. Mekrapid therefore has to overlook the fact that the competitive 
environment in some countries might complicate international business. The previous 
theory and the data collected can therefore be said to partly comply. The existing 
theory and the collected data fit when it comes to the relationship between the level of 
competition and the chosen strategy. However, the level of competition has not 
influenced Mekrapid to opt for a diversification strategy.  
 
Hollensen (1998) suggests that a small number of loyal customers might influence a 
firm to choose a diversification strategy. According to Larréché (1998), this argument 
is based on that customers who are not loyal to the organization are less profitable.  
Loyal customers become more profitable over times since they are concentrating their 
purchases by buying only from the organization they are loyal to. (Ibid) Having a 
small number of customers of this kind therefore implies that an organization has to 
operate in a large number of markets to reach a high sales volume. The management 
of Mekrapid believes that they have a large number of loyal customers. Their existing 
customers are frequently buying from the firm. Despite this, the company is searching 
for new markets to enter.  The organization is not satisfied with its current customer 
base. Instead, the firm wants to enlarge the number of customers to be able to increase 
sales and profits. This is conflicting with existing theory. The market factors 
influencing the choice of market expansion strategy are summarized in table 5.3. 
 
Table 5.3 Market factors influencing SME's choice of a diversification strategy 
Market factors Fits with theory Impact on the choice of 

strategy 
Small markets-specialized  
segments 

Yes Yes 

Many similar markets No No 
Stage in the market life cycle Partly No 
Low growth rate in each market  No No  
High level of competition Partly No 
Low customer loyalty No No 
Source: Authors' Construction 
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5.4 Marketing factors 

According to Cateora (1996), a standardized communication strategy in the 
international market is likely to result in major cost savings for the organization. The 
level of similarity among markets generally determines if a standardized strategy is 
appropriate. Out of the different communication tools advertising most often has to be 
adapted due to differences among markets. (Czinkota and Ronkainen, 2001) Mekrapid 
is utilizing a standardized communication strategy. The main communication tool 
used is international exhibitions. Hollensen (1998), states that if the international 
strategy allows for standardized communication among markets a diversification 
strategy might be utilized. However, despite the fact that communication can be 
standardized among countries, it has not influenced Mekrapid to choose a 
diversification strategy. The reason for this is that, regardless of different 
characteristics among overseas markets Mekrapid is aiming at entering as many 
countries as possible. Nevertheless, it has facilitated the communication process with 
customers in foreign markets. This factor therefore only partly fits with theory. It is 
matching theory in the sense that the company has a standardized communication 
strategy and a diversification strategy. However, according to existing theory it should 
influence the choice of market expansion strategy, which it in this case, not has done. 
Furthermore, according to Czinkota and Ronkainen (2001), for instance, similarities 
in language, culture and level of competition among markets should influence if 
standardized communication in international markets is possible. Mekrapid is facing a 
situation characterized by different conditions in foreign markets. According to theory, 
this should prevent an organization from using standardized communication. However, 
despite different conditions in foreign markets, Mekrapid has succeeded with its 
standardized communication strategy. The reason for this might be that the main 
communication tool used is international exhibitions. As mentioned before, Czinkota 
and Ronkainen (2001), state that adaptation due to different cultures, language and 
competition is most important for advertising.  Moreover, Quelsh and Hoff, (1986), 
state that standardized communication is more achievable if the company has a 
standardized product. Since Mekrapid has a standardized product this might also be a 
factor that has made it possible for the firm to employ a standardized communication 
strategy despite the differences among markets.  
 
Moreover, related issues are communication costs and order handling cost for 
additional markets. Hollensen (1998), states that these factors is likely to influence the 
choice of market expansion strategy. Low additional costs for new markets would 
influence the firms to choose a diversification strategy. Mekrapid has low additional 
communication costs and order handling cost per new market. However, this has not 
influenced the firm to choose a diversification strategy. Nevertheless, it has facilitated 
the work in international markets. It is also more of an outcome of a standardized 
communication strategy since this strategy will result in lower communication costs 
per market. These factors therefore partly support the theory. They comply with 
theory since Mekrapid has low additional communication and order handling cost per 
market and has chosen a diversification strategy. However, these factors do not fit 
theory since they not have influenced Mekrapid to choose this strategy.  
 
According to Czinkota and Ronkainen (2001), spillover effects might be achieved 
through participations in exhibitions, through advertising in trade journals with a 
worldwide reach and through TV commercials that might reach a larger region. (Ibid) 
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Hollensen (1998) suggests that firms gaining from spillover effects are likely to 
employ a diversification strategy. The reason behind this argument is that 
organizations who gains from spillover effects might save costs. They may therefore 
operate in many countries without having to devote a lot of additional resources. (Ibid) 
To a certain extent, Mekrapid might be gaining from spillover effects, for instance, 
during international exhibitions. However, this factor is difficult to analyze. It is 
complicated to know from where customers have received information about the 
company. It can be from exhibitions but also from agents or other sources that not are 
related to spillover effects. However, this factor has not affected the choice of strategy.  
The marketing factors influencing the choice of market expansion strategy is 
summarized in table 5.4. 
 
Table 5.4 Marketing factors influencing SME's choice of a diversification strategy 
Marketing factors Fits with theory Impact on the choice of 

strategy 
Standardized communication Partly No 
Low communication costs  Partly No 
Low order handling costs  Partly No 
Spillover effects  - No  
Source: Authors' Construction 
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6. Findings and Conclusions 
 
In this final chapter we will present our findings. We will also draw conclusions and 
answer our research questions. Finally, implications for management, theory and 
future research will be presented. 
 
It is significant to point out that our findings are based on a single case study of a 
small company. It does therefore not provide sufficient grounds for any kind of 
generalization. However, any diversion from theory shown by our case study could be 
of significance per SME. Similarly the findings from our case study that support the 
theory might strengthen the existing theory. 
 
Since the data we have collected in this study and presented through a case study in 
chapter four reveals a strategy pursued by Mekrapid, namely, a diversification 
strategy, our conclusions, which will be outlined below, will be limited to a 
diversification strategy. We cannot draw any conclusions concerning the relationship 
between the situational factors and a concentration strategy since our case study 
company not does peruse this strategy.  

6.1 Research question 1: How can the company factors influencing        
SMEs’ choice market expansion strategy be described? 

- The level of market knowledge is not a factor influencing the choice of market 
expansion strategy. However, it can be stated that market knowledge is 
significant when operating internationally. But knowledge about the markets 
can be gained incrementally when working with different foreign markets. A 
company can therefore face such a situation that a low level of market 
knowledge about the different foreign markets is insignificant when choosing 
it's market expansion strategy.  

 
- Another factor that does not influence the choice of market expansion strategy 

is management's level of risk consciousness. The management of a company 
can be aware of the risks associated with the operations on several foreign 
markets when the choice of a market expansion strategy is made. But, there 
are situations when the management cannot be prevented by these risks. 
Therefore the level of the management's risk consciousness does not influence 
the choice of market expansion strategy.  

 
- One of the most significant factors that influence the choice of market 

expansion strategy is naturally the goal of growth through market development. 
This is due to the reason that one aim with this objective is to diversify sales 
among many markets. This goal is fulfilled when utilizing a diversification 
strategy.  

 
- A less significant but complex company factor is internal barriers. This factor 

is more difficult to handle since it can be divided into several sub groups. 
These groups are internal barriers expressed in size of the firm, financial 
resources and production resources. These factors do not influence the choice 
of market expansion strategy but they affect international operations. The 
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internal barrier expressed in firm size does not influence the choice of strategy 
if a company has a high level of available resources. Financial resources do 
not affect the choice of market expansion strategy but can be a factor that 
prevents the taken efforts in foreign markets. Neither do the production 
resources influence the choice of market expansion strategy but available 
production resources facilitate the operations caused by a market 
diversification strategy.   

 
- According to theory export stimuli is likely to influence a firm to choose a 

certain market expansion strategy.  Our study revealed that this factor has an 
impact on the choice of market expansion strategy.  Many decisions made in a 
company are driven by managerial urge. If the management of a company is 
aiming at growing through market expansions it is likely to aggressively and 
continuously look for countries with profit potentials. The firm is therefore 
motivated by proactive stimuli. However, export stimuli can also be an 
outcome of other factors. For instance, if an organization is targeting a 
specialized segment it is forced to search for new markets to become 
profitable. The firm will therefore actively be searching for opportunities 
abroad.  

 
From the discussion above it can be concluded that: 
 

 The goal of growth through market development is a main factor that 
influences the choice of market expansion strategy. The reason for this is that 
the two types of market expansion strategies are related to how a company 
should manage the operation to reach its targets. 

 
 Export stimuli is a main factor influencing the choice of market expansion 

strategy.  But, export stimuli can also be an outcome of other factors that have 
a more determining effect on the choice of market expansion strategy. 

 
 A factor that does not directly influence the choice of market expansion 

strategy but affects the operations that a market expansion strategy causes is 
internal barriers. 

 
 A factor that does not influence the choice of market expansion strategy is the 

level of market knowledge since knowledge can be gained incrementally when 
working with different foreign markets. 

 
 The level of the management’s risk consciousness is a company factors that 

does not influence the choice or market expansion strategy since there are 
situations when the management cannot be prevented by the risks that a 
strategy cause. 

6.2 Research question 2: How can the product factors influencing 
SMEs’ choice market expansion strategy be described? 

- A product factor without significance in the choice of market expansion 
strategy is the stage in the product life cycle. A company can have products in 
each stage of the product life cycle but there are situations when the 
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company's choice of market expansion strategy is influenced by another factor 
that is more significant in the choice of strategy. Considering other factors the 
stage in the product life cycle may have to be overlooked.  

 
- A standardized product is a factor that does not influence the choice of market 

expansion strategy. The fact that a company has a standardized product might 
be overlooked if the company faces such a situation that the company's 
products have to be sold on a global basis in order to survive. But, a 
standardized product can facilitate the international operations when working 
in foreign markets. This is due to the reason that a company with a 
standardized product does not have to put a lot of effort into adapting the 
products to different preferences in foreign markets.  

 
- The most significant product factor that influences the choice of market 

expansion strategy is a niche product. This is due to the fact that a niche 
product serves a small part of the market. Therefore this factor strongly 
influences the choice of market expansion strategy since the choice of strategy 
is related to how the sales are divided among foreign markets. To increase the 
sales of a niche product a company can spread the sales on several foreign 
markets.  

 
- Another main product factor, related to the conclusion above, and that 

influence the choice of market expansion strategy is low volume. 
Organizations having a low volume product have to spread the sales on several 
foreign markets in order to gain a higher volume. Also, if the company focuses 
on increasing the sales, it is not satisfied with a low volume. Instead, a 
company can diversify the sales over a number of foreign markets. 

 
- A company factor that influences the choice of market expansion strategy is a 

product with limited use. If the company’s products only are demanded by a 
small number of customers, to increase the sales and the customer base a firm 
might be forced to search for new customers in several foreign markets. 

 
- Another product factor that does not influence the choice of market expansion 

strategy but facilitates the work on many different foreign markets is few 
changes in the production process. Changes in the production process are 
related to economic and resource issues. A company can easily produce the 
products without many changes in the process of production but this do not 
have to be the reason to why the choice of a market expansion strategy was 
made.   

 
- The type of buying behavior is a factor without significance in the choice of 

market expansion strategy because a company can face such a situation that 
there are other more important factors that influence the choice of strategy 
than the type of the products buying behavior. Therefore this factor might be 
overlooked. A company can be aware of the type of its products buying 
behavior but it is not a factor that influences the choice of strategy if a 
company has a niche product that has to be sold on a global basis.    
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Based on these findings the following conclusions related to the product factor can be 
drawn:  
 

 One of the main reasons to the choice of market expansion strategy is a niche 
product since this type of product has to be sold on a global basis in order to 
reach a high sales volume. 

 
 Another main reason to the choice of a market expansion strategy is a low 

sales volume product due to the reason that the sales have to be diversified in 
order to reach profitability.  

 
 Also, the limited use of the product is a main reason to the choice of a market 

expansion strategy. In order to increase the volume of a product with limited 
use a company can spread the sales over several markets to target the few 
potential customers worldwide who request this type of product. 

 
 A factor that does not directly influence the choice of the market expansion 

strategy but influences and facilitates the work with the chosen strategy is a 
standardized product. The fact that a company has a standardized product 
might be overlooked if there are other factors that are more significant on the 
choice of strategy. 

 
 Few changes in the production process facilitate the work with a market 

expansion strategy but it is not a factor that influences the choice of strategy 
since this factor cannot be taken into consideration when a company has a 
niche product.  

 
 Neither the type of the product’s buying behavior influences the choice of 

market expansion strategy. A company can have products with a repeated 
buying behavior but this do not have to influence the choice of strategy if the 
company's products have to be sold on a global basis in order to achieve 
profitability.  

 
 A product factor that does not influence the choice of market expansion 

strategy is the stage in the product life cycle, as this cannot be taken into 
consideration when a company has a special niche product. 

6.3 Research question 3: How can the market factors influencing 
SME’s choice of market expansion strategy be described? 

- According to theory the size of the market and the targeted segment is 
influencing the choice of market expansion strategy. Our study revealed that 
this is a factor of significant importance. If an organization is targeting a 
specialized or niche segment a diversification strategy is likely to be the best 
option. The reason for this is that a niche segment consists of few potential 
buyers. To be able to reach a high sales volume a firm therefore has to export 
to many countries.  

 
- The degree of similarity among markets seems to be of less importance for 

firms when choosing market expansion strategy. The reason behind this is that 
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other factors, such as the size of the markets, type of products and 
management goals might be more determining factors. As mentioned before, if 
a company is serving a niche segment it has to operate in many countries to be 
profitable. The firm therefore might have to ignore the fact that the countries 
are dissimilar.  

 
- It is supposed that in which stage the product is in the market life cycle is 

influencing the choice of market expansion strategy. However, this factor does 
not necessarily influence the choice of strategy. Moreover, this factor is a bit 
difficult to evaluate. If a company has several products, it is likely that they 
are at different stages in the market life cycle. This indicates that the firm has 
to have different market expansion strategies for different products. However, 
the firm might have the same strategy for all its products regardless of where 
the industry of that product is in the market life cycle. Nevertheless, as with 
the factor, similarity among markets, other factors than the market life cycle 
seems to be more important when firms are choosing the most suitable 
strategy. Considering those factors the market life cycle might have to be 
ignored.  

 
- It is suggested in theory that the growth rate in a firm’s current markets is 

likely to influence the choice of market expansion strategy. However, this is 
not necessarily the case. Even if the company is facing stable growth rates in 
its current markets it might opt for a diversification strategy. If a company’s 
goal is to grow through market development it might not be satisfied with the 
current situation. Instead, the organization wants to enter more markets to 
increase sales and profits. Moreover, if a company is targeting a niche segment 
with a niche product it might be forced to enter several markets to remain 
profitable. 

 
- The level of competition does not influence the choice of market expansion 

strategy since other variables might be more important. As mentioned before, 
the type of product, markets, management goals or other factors might be 
predominant when choosing market expansion strategy. Firms that are 
choosing a strategy of diversification might be facing intense competition in 
the various markets.  However, dependent on how the overall situation looks 
like this might not be of significant importance.  

 
- Loyal customers are, according to theory a factor that should influence the 

choice of market expansion strategy. However, our study revealed that the 
number of loyal customers does not have to influence a firm to choose a 
certain strategy. Again, other factors are more important. If the organization is 
aiming at continuously grow, it might not, for instance, be satisfied with its 
current customer base. Instead, the company is always searching for new 
customers. Also, if the company’s products only are demanded by a small 
number of customers, to reach the desires customer base a firm might be 
forced to search for new customers even if the existing ones are loyal.  
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From the discussion above it can be concluded that: 
 

 Our study revealed that one of the most significant factors influencing the 
choice of market expansion strategy is the size of the market and the targeted 
segments. The reason for this is that the size of the market in each country is 
directly related to profit potentials in each market.  

 
 Similarity of markets is not a factor that has to influence the choice of market 

expansion strategy. To fulfill other factors that are more important when 
deciding on the most appropriate strategy the firm might have to overlook the 
fact that the countries are dissimilar.  

 
 Our study revealed that the market life cycle not is influencing the choice of 

market expansion strategy. The chosen strategy is selected regardless of where 
the product is in the market life cycle.  

 
 The growth rate in the company’s current markets does not influence the 

choice of strategy. As mentioned before, considering other more important 
factors the growth rate might have to be overlooked.  

 
 The level of competition is not an important factor influencing the choice of 

strategy. As mentioned earlier, other factors might determine which strategy 
that is the most appropriate.  

 
 Neither do loyal customers influence the choice of market expansion strategy. 

If the number of potential customers in each market is small the firm has to 
operate in many countries to reach a high sales volume.   

6.4 Research Question 4: How can the marketing factors influencing 
SMEs’ choice of market expansion strategy be described? 

- It is stated in theory that standardized communication is likely to influence the 
choice of market expansion strategy. Our study revealed that this factor does 
not necessarily influence which market expansion strategy an organization 
chooses. Operating on a niche market is forcing a company to enter many 
markets to gain a high sales volume. A firm in this situation cannot pay 
attention to whether a standardized strategy can be used or not. However, 
using a standardized strategy facilitates when operating on a global basis 

 
- Communication costs and order handling costs for additional markets do not 

seem to influence the choice of market expansion strategy. Dependent on the 
situation a firm is facing this factor might have to be overlooked. The costs for 
additional markets might also be considered an outcome of the communication 
strategy. For instance, communication costs and order handling costs will be 
lesser per market if a standardized communication strategy is used. However, 
these factors facilitate when operating internationally.  

 
-  According to theory spillover effects should generally influence the choice of 

market expansion strategy. However, this is not necessarily the case. Many 
companies might, to some extent gain from spillover effects. However, maybe 
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not to the extent that it actually influences their choice of market expansion 
strategy. Even if the company did achieve a high rate of spillover effects it is 
difficult to know if it would have influenced the choice of strategy. Again, 
other factors might be more predominant when firms are deciding on the most 
appropriate strategy.  

 
From the discussion above it can be concluded that: 
 

 Standardized communication does not have to influence the choice of market 
expansion strategy. Considering other variables this factor might not be 
important. 

 
 Communication costs and order handling costs for additional markets is not 

necessarily influencing the choice of market expansion strategy. As with 
several other factors, to fulfill more important variables this factor might be 
ignored.  

 
 The last marketing factor, spillover effects do not seem to influence the choice 

of market expansion strategy. Again other factors might be more important. 
 
Summary of the impact of the company, product, market and marketing factors 
related to the company’s choice of market expansion strategy  
 
We have presented factors that according to the theory influence the choice of market 
expansion strategy in chapter two. Later on, in chapter four, we presented or case 
study of an SME. In chapter five we analyzed similarities and differences related to 
the factors influencing the choice of market expansion strategy between the theory 
and our case study. As described, we think that the factors that influence a certain 
company’s choice of strategy are dependent on the situation the company is facing. 
Therefore we do not want to approve only the factors that showed similarities 
between the theory and our empirical data. Neither do we want to reject the factors 
that showed difference between theory and our empirical data.  
 
However, we have found that the importance of the factors that influence the choice 
of a company’s market expansion strategy varies. The different factors create a 
combination that together influences the choice of strategy. Therefore, one factor 
cannot be studied in isolation. Instead, a holistic view is needed. We have, for an 
example found that a major factor that can influence the choice of market expansion 
strategy could be a company factor, described as the goal of growth through market 
development. Moreover, this decision can be taken if a company has a niche product 
that in our case has been defined as a product factor. Therefore, company, product, 
market and marketing factors combined can be said to influence the choice of market 
expansion strategy. Considering factors of significant importance others have to be 
ignored. For instance, operating in markets with less intense competition would 
reduce the risks. However, if a company is targeting a niche market this has to be 
overlooked. To reach adequate sales a company in this situation has to operate in 
many countries to be profitable.  
 
We have also found that there are factors that do not influence the choice of market 
expansion strategy but influences the work a certain strategy cause. For an example, 
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major factors influencing the choice of market expansion strategy can be 1) a niche 
product and 2) the goal of growth through market development. Moreover, the 
company can have a global product that facilitates the work of diversifying its sales 
on many different markets. In this case the fact that a company has a standard product 
does not have to be the reason to the choice of a certain strategy but can be a factor 
that has facilitated the work the strategy has caused. Moreover, we have found that 
there are other factors that have been presented as an independent factor that influence 
a certain type of strategy that later on has more influenced the work a strategy cause 
than the choice of the strategy. Such factors can, for instance, be availability of 
resources in the production, few changes in the production process, and standardized 
market communication etc. There is also a factor, the absence of financial resources 
that in the theory has been presented as an independent factor that influences the 
choice of strategy. But, in our findings this factor has more prevented the work the 
certain strategy has caused.  

6.5 Implications  

The purpose with this thesis is to gain a deeper understanding of the factors 
influencing SMEs’ choice of market expansion strategy. In this final part we will 
present the implications our study could have for management, theory, and future 
research in this field of study.  

6.5.1 Implications for management 

Implications for the management of Mekrapid 
 
The choice of Mekrapid's market expansion strategy has already been made. 
Therefore, the findings in this thesis do not give rise to any implications to the firm in 
terms of what factors it should consider when analyzing market expansion strategies. 
However, our study gives rise to issues the company can pay more attention to in 
order to improve its foreign operations.   
 
More foreign market knowledge is likely to positively enhance a firm’s international 
business activities. The management of Mekrapid declared that it did not have much 
market knowledge when it entered foreign markets. Instead, the company has gained 
information incrementally after entering the foreign markets. However, valuable 
knowledge about markets, which the organization is about to enter, is likely to 
enhance the firm’s possibility to choose the right strategies for that particular market. 
As a result, the firm might be better able to make the right decision concerning the 
market.  
 
A related issue is that more knowledge about a market would lead to more 
information about what adaptations customers in different countries are interested in. 
Consequently, the firm might be able to satisfy particular needs in the foreign market, 
which in turn might lead to a higher selling volume. A negative aspect is that more 
adaptations are likely to result in higher costs for the firm. But, more satisfied 
customers and higher profits might counterbalance this. 
 
To succeed with operating on a global scale a lot of resources are needed.  Mekrapid 
stated that a lack of resources had been a limitation when operating internationally. To 
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improve its operations the company therefore has to find ways to gain more resources. 
To reach the goal of growth the company is convinced that a global approach is 
needed. In order to increase the sales and to gain more financial resources the 
company can try to enter new foreign markets. The company can also attract new 
customers in existing foreign markets by developing new furniture components with 
solutions that do not exist today.  Also, a third way can be to attract new customer in 
markets where the company recently has started to export to. 
 
Implications for overall management  
 
It is important for management to understand that it is the situation the organization is 
facing that is influencing what market expansion strategy that is the most appropriate. 
 
Further, one factor cannot be studied in isolation. Organizations need to have a 
holistic view when examining the different factors. One factor is likely to affect 
another. Moreover, one factor can be more predominant than another. Considering 
more important factors some factors might have to be overlooked.  

6.5.2 Implications for theory 

In this thesis we have explored situational factors influencing SMEs’ choice of market 
expansion strategy. Moreover, we have described company, product, market and 
marketing factors affecting the choice of market expansion strategy. In our 
conclusions we have started to explain which factors are influencing the choice of 
strategy.  In some cases the findings in this thesis strengthens the theory. There are 
also cases when the findings do not comply with existing theory. Hopefully, our study 
might add to theory and enhance the understanding of the topic. Furthermore, this 
study is based on empirical data from a case study and might therefore serve as a base 
for future research.  

6.5.3 Implications for future research 

First of all, more research concerning which situational factors that influence the 
choice of market expansion strategy is needed. We believe that further research within 
this area is needed since we found many divergences between our collected data and 
existing theory. In cases when the research has similar restrictions according to time 
and extent as in our case we recommend to limit the study into a couple of factors that 
influence the choice of a certain strategy. By limiting the research into a smaller 
number of factors the study can provide a deeper insight to a few factors instead of 
providing brief descriptions of many different factors. 
 
We have found cases in the existing theory where different authors have different 
views concerning the factor, for instance, when it comes to internal barriers. In these 
cases we think there is a need for more research in order to gain more theory in this 
area.   
 
Another important area to study is if one strategy generally leads to higher 
profitability than another strategy does. This area is discussed among researchers. 
However, there is no consensus concerning the topic.  
 

  55   



  

Furthermore, many studies in the area are related to large organizations. Small and 
large organizations might have different characteristics that may affect the choice of 
market expansion strategy. For instance, large firms might have more resources 
compared to small companies. More research concerning small firms and the choice 
of market expansion strategy is therefore needed.  
 
Also, more research related to type of product and industry and market expansion 
strategy is likely to add important information to existing theory. It is possible that 
different industries related to the situation they are facing generally are favoring a 
certain strategy.  
 
It could be interesting to study how the management of the operation with the two 
different market expansion strategies can be described. We think the two different 
strategies cause problems that normally arise when companies are operating in foreign 
markets. But, we also think that the extent of the problems varies if a company is 
using a market diversification strategy or a market concentrations strategy. For 
instance, a company using a concentration strategy is more bound to its chosen key 
market compared to a company using a diversification strategy that spreads it sales. 
How a company is managing these differences could be interesting to study. 
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Appendix A: English Interview Guide 
 
Part A –  Company Data and History of the Company's 
Internationalisation 
 

1. The respondents name and position in the company? 
2. When was the company founded? 
3. Type of ownership of the company? 
4. Annual turnover of the company? 
5. Annual turnover of the company on export markets? 
6. What is the number of people working in the company? 
7. What types of products do the company have? 
8. What types of customers do the company have? 
9. In how many countries and regions does the company operate? 
10. How can the firm's goals be described? 
11. How can the company’s market expansion strategy be described?  
12. Why have this type of market expansion strategy been chosen? 

 
Part B –  Research Questions  
 
Factors influencing the choice of the company’s market expansion strategy 
 

a. Have the following factors had an impact on the choice of the company’s 
market expansion strategy?  

b. In case of yes, to what extent? (High impact / small impact)   
c. In case of yes, why have a certain factor / certain factors influenced the choice 

of strategy? 
 
Company Factors 
 

- Market knowledge (great / small) 
- Type of management risk consciousness (high / low) 
- Goal of growth (development / penetration) 
- Internal barriers  (high / low) 
- Export stimuli (proactive / reactive) 

 
Product Factors 
 

- Product life cycle (early, middle, mature) 
- Standardization or adaptation  
- Changes in production process (many / few) 
- Nature of the product (niche / general product) 

Use (special / general) 
Volume (high / low) 
Type of purchase of product (non-repeated / repeated) 

 
Market Factors 
 

- Size of the markets- targeted segments (small / large) 

    



  

- Similarity of markets (high / low)  
- Stage in market life cycle (early, mature, declining) 
- Market growth rate (low / high) 
- Level of competition in markets (high / low) 
- Customer loyalty (high / low) 

 
Marketing Factors 
 

- Standardization or adaptation of promotion 
- Communication costs for additional markets (low / high) 
- Order handling cost for additional markets (low / high) 
- Spillover affects among countries (high / low) 

    



  

Appendix B: Swedish Interview Guide 
 
Del A - Företags Information och Historia Kring Företagets 
Internationalisering 
 

1. Respondentens namn och position i företaget? 
2. När grundades företaget? 
3. Typ av ägarstruktur i företaget? 
4. Företagets årliga omsättning? 
5. Företagets årliga omsättning på export marknader? 
6. Antal anställda? 
7. Vilka typer av produkter har företaget? 
8. Vilka typer av kunder har företaget? 
9. I hur många länder verkar förtaget? 
10. Hur kan företagets mål beskrivas? 
11. Hur kan företagets marknadsexpansionsstrategi beskrivas?  
12. Varför har företaget valt denna typ av marknadsexpansionsstrategi? 

  
Del B - Forsknings Frågor 
 
Faktorer som påverkar valet av företagets marknadsexpansionsstrategi 
 

a. Har följande faktorer haft en påverkan vid valet av företagets marknads 
expansion strategi? 

b. Vid ja, till vilken grad? (Hög påverkan / liten påverkan) 
c. Vid ja, varför har den faktoren / de faktorerna haft en påverkan vid val av 

strategi? 
 
Företagsfaktorer 
 

- Kunskap om marknaderna (liten / stor) 
- Företagsledningens riskmedvetenhet (låg / hög) 
- Typ av tillväxtmål (utveckling / penetration) 
- Interna barriärer (låga / höga) 

 
Produktfaktorer 
 

- Skede i produktlivscykel (tidig, mitt, nedgång) 
- Standardiserad eller anpassad 
- Ändringar i produktionsprocessen (få / många) 
- Produktens natur (nisch / allmän produkt) 

Användning (speciell / allmän) 
Volym (låg / hög) 
Typ av köpbeteende (icke-återkommande / återkommande) 

 
Marknadsfaktorer 
 

- Storlek på marknaderna-segmenten (liten / stor) 
- Likhet mellan marknader (liten / stor) 

    



  

- Skede i marknadslivscykel (tidig, mitt, nedgång) 
- Marknadstillväxt (hög / låg) 
- Konkurrensnivå (hög / låg) 
- Kundlojalitet (hög / låg) 
- Spillover effects mellan länder (hög / låg) 
- Export stimuli (proaktiv / reaktiv) 

 
Marknadsföringsfaktorer 
 

- Kommunikationskostnad för ny marknad ( hög / låg) 
- Order handlingskostnad för ny marknad (hög / låg) 
- Standardiserad eller anpassad marknadsföring 

 
 

    


