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Abstract 
 
More and more small firms are going international since their domestic market is not large 
enough and it has become much easier to take advantage of international opportunities. The 
purpose of this thesis is to gain a better understanding of the practice of market segmentation 
by SMEs in their international market as apposed to their domestic market. We conducted a 
case study and gathered data which we then compared with theories; from the analysis we 
draw the conclusions.  
 
To answer these questions we have presented theories in relevant areas and also conducted a 
case study of a small exporting firm, Polaris Optic AB. The main conclusions were that small 
firm often uses the 4P’s as a tool for segmentation or delegate the segmentation to their 
international business partner.  
 



Sammanfattning 
 
Fler och fler små företag går internationellt för att deras inhemska marknad inte är stor nog 
och det har också blivit mycket lättare att ta vara på internationella möjligheter. Därför är 
syftet med denna uppsats att få bättre förståelse hur marknads segmentering används av SMEs 
på deras internationella marknader i motsats till deras inhemska marknad. Vi gjorde en fall 
studie och samlade data som vi sedan jämförde med teorier, från analysen drog vi 
slutsatserna. 
 
För att svara på dessa frågor vi presenterade teorier i relevanta områden och utförde också en 
fall studie av ett litet exporterande företag, Polaris Optic AB. Huvud slutsatsen blev att små 
exporterande företag ofta använder 4P’na som ett verktyg för segmentering eller delegerar till 
sina internationella affärspartners.  
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1 Introduction 
 
In this chapter we are going to present the background, problem discussion and purpose of 
this thesis. This will be done by formulating a research problem and specific research 
questions. Finally we will state the delimitations set for this thesis. 
 

1.1 Background  
 
Increased trade on a global level has resulted in entire industries to have shifted in their 
production locations and in the ability to produce in several countries simultaneously. The 
improvements in communications and logistics have also altered the supply chain for many 
producers and retailers. The cultures have as an effect of this become more entwined and 
global brands have appeared on the world market. A direct indicator for this is that trade with 
manufactured goods is larger than trade with primary commodities. (Czinkota & Ronkainen, 
2001) 
 
The increased world trade has created great opportunities and this in turn has brought the 
importance of marketing and different investments strategies to a new level. Globalization 
brings great opportunities; however, also risks are occurring due to increased competition for 
companies and countries. The possibility of products becoming less expensive due to those 
resources is more available through global distribution. This in its turn can lead to more 
customization on a global scale of products to better meet the different customer’s preferences 
rather than standardization. Companies have to adapt to the changes in the world environment 
and the need for creativity and improvement is continuously demanded. (Ibid) 
 
One way to adapt to changes in the world business environment is to use segmentation. 
According to Porter (1985) the company should focus on a strategy by selecting a segment or 
group of segments and serve these segments to the exclusion of others. By optimizing its 
strategy in the target segments, the company with focus strategy will achieve competitive 
advantage even though it does not possess a competitive advantage for the whole market. 
Segmentation can be divided into consumer segmentation and industrial segmentation. In 
consumer segmentation the variations are numerous, for instance, age group, life style and 
gender are examples of some segments that can divide a market into smaller and more 
manageable groups when designing a specific marketing mix. To increase chance of success 
extensive studies have to be done on the target segment. (Brassington & Pettitt, 2000) 
Industrial segmentation has fewer variations and the segments are generally larger, it also 
focuses both on the organization and the individual buyers within it. Behavioral studies are 
not needed to any larger extent; it is hard data and statistics that come into use in industrial 
segmentation. (Wind & Cardozo, 1974) 
 
The internationalization process and globalization were until recently to a large extent 
reserved for large companies, however, there has been a change to a more varied scale of the 
companies in the internationalization process and their global presence. There are no 
generally accepted standard of what constitute a SMEs (Small and Medium sized 
Enterprises); however, we have chosen the European Unions definition of SMEs. According 
to the European Union a small enterprises have less then 50 employees and medium 
enterprises have 51 to 250 employees (European Commission, 2003). 
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These small and medium enterprises are at larger extent now taking part in international trade 
and face the same challenges as well (Kothari, Lohrke & McClure Franklin, 1999) Usually 
these SMEs have smaller resources to operate with, therefore the efficient use of the resources 
is an important factor. (Stokes, 2002) 
 
Small and medium sized enterprises is traditionally, according to the models at hand start in 
the domestic market and gradually go international through a distinct set of stages or when 
experience and market knowledge increases. Even if a number of studies have been made 
about the internationalization process, no general theory has been provided. (Johnson, 2001) 
 
More and more SMEs are entering new markets since most of the domestic markets is too 
small to sustain continues growth. A small market also leaves little room for development due 
to fierce competition. To gain new market shares trough expansion without taking market 
shares from competitors is a rare phenomenon. (Stokes, 2002)  
 
Not only a small domestic market is driving SMEs to be international but also the changes in 
production methods, deregulation on capital movements and lower tariffs. Furthermore, the 
global preference concerning consumer preferences and tastes has given incitements for 
entering new markets for SMEs (Farhang, 2001). Today many of the SMEs that enter new 
markets are also doing it at a longer distant both geographically and on a psychological level 
(Czinkota et al. 2002) To enter new markets it requires more capital and resources from the 
companies and even more if they choose to enter a market that is more distant. SMEs are 
however, facing several disadvantages concerning their entry of a new market. They have 
more difficulties to raise capital and they usually have to deal with higher interest rates and 
the financer’s interference in a larger extent compared to large companies. ((Tayeb, 2000) 
referred in Carter & Jones–Evans, 2000) With this higher risk there comes a great opportunity 
when entering a new market, a new market can offer a growth beyond anything the domestic 
market can offer. (Barringer and Greening, 1997) 
 
Companies that go international often do so for economic reasons, the need for larger markets 
to expand in and gain more customers. This leads to an increase in turnover and revenues 
(Czinkota et al, 2001). According to Daniels and Radenbaugh, (2001) there is also the need to 
acquire resources, diversify sources of sales and supplies and to minimize competitive risk. A 
study done by the Strategic Planning Institute (Cambridge, Massachusetts, USA) called PIMS 
(Profit Impact of Market Strategy) shows that firms achieve long-term profitability by selling 
high value-added products or services to viable market niches, and establishing a leadership 
position within them. In other words, it is better to have a high share of a relatively small 
market rather then a small share of a relatively large market. This means that the firms should 
do a proper market research and segment their target market properly. (Stokes, 2002) 
Companies lack resources to take advantage of all international opportunities. Therefore 
companies need to determine the order of country entry and also set the rates of resources 
allocated among countries. SMEs situation is different as they have less resources to allocate 
on international opportunities than larger corporations. (Daniels and Radebaugh, 2001) 
 
Research indicates that SMEs now have to go international in order to be competitive as 
globalization of technology, finance markets and communications has increased. This means 
that SMEs have to respond to an increasingly competitive market place, they can no longer 
focus only on the domestic market and hope to survive without having to go international. 
This especially applies to companies with limited resources that operate in small and open 
market economies, with a small domestic market. SMEs have the advantage of being flexible 
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to environmental changes and can quickly respond to changes. (Bell & Brown, 2001) 
However, SMEs usually have limited financial resources and often lack the experience of 
being international, therefore cannot afford to fail at an international business adventure since 
it would be too costly. (Ibid) 
 
The limited resources of smaller firms suggest that the owner/manager should focus resources 
and pursue a niche market in which the firm becomes market leading, doing so the business 
insures a more profitable future. (Porter, 1980) Most small firms lack financial resources and 
are therefore undercapitalized which is a largely contributing factor to the high levels of 
failures among new businesses. Small firms have a harder time getting finance of new product 
or market opportunity, this because they often have to acquire finance from banks at high 
rates. Larger firms however, only having to ask their owners for more capital to invest in an 
opportunity, namely the shareholders. ((Jarvis, 1995) referred to in Carter & Jones Evans, 
2000) 
 

1.2 Problem Discussion 
 
Going international and being successful often needs a carefully designed market plan. 
According to Jobber (1999) there are five stages for managers to take into account when 
going international, they are as follows: 
 

• Whether to go international 
• Which market(s) to enter 
• How to enter the market(s) 
• Developing a marketing plan 
• Organize for international activities 

 
The second stage stated by Jobber is segmentation; you choose which market(s) to enter, in 
terms of choosing a country or countries. Then in the fourth stage you develop a marketing 
plan. In a marketing plan, segmentation plays a large role since you have to choose what kind 
of customers to reach. (Jobber, 1999) 
 
Country similarity theory states that companies often go international to a country 
geographically close or a country with similar psychographic profile. This approach is a fairly 
easy way of narrowing down the different options, when choosing a country.  However, when 
making the decision on a more analytic way of choosing the country to go to, or selecting 
from several countries it has to be done in steps. These steps include data collection of the 
potential countries and deciding what country to study even further, to get a more complete 
picture of the market(s). (Daniels et al, 2001) 
 
The danger of pursuing a focus strategy is that the company may incorrectly identify a market 
niche. An additional problem of pursuing a focused strategy is that the chosen market niche 
may be too small for the company to survive in or may require that the small company 
becomes involved in export markets at a stage when they lack the resources to support these 
markets. Unless the company gets a competitive advantage by focusing on a niche then it 
should pursue a more broadly based strategy. ((Vesper, 1990) referred in Doole & Lowe, 
1999) 
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According to Porter (1985) a company should focus on a strategy by selecting a segment or 
group of segments and serve these segments to the exclusion of others. By optimizing its 
strategy in the target segments the company with focus strategy will achieve competitive 
advantage even though it does not possess a competitive advantage for the whole market. 
 
Research on low market-share competitors has suggested a number of strategies that the 
smaller-share company can successfully employ. The most common conclusion of these 
studies are that smaller companies should avoid head-to-head competition by seeking out 
protected market niches. ((Buzzell & Wiersema, 1981) referred in Jones et al, 2000) 
 
Segmentation of a market is a complex and dangerous activity in sense that the process of 
choosing variables, measurements and implementations leaves plenty of room for poor 
management and disappointments. Although, there are few markets in which segmentation 
has no roll. (Engel et al, 1993) The customer can be offered products/services that fit more 
closely with what they want, not only function of the product but also psychological 
fulfillment can be better fitted to the customer. This in turn can lead to more loyal customers. 
Customers can be lost in competitions due to that the organization fails to segment deeply 
enough on significant criteria’s. Segmentation helps to define buying habits and since the 
customer is the core of all decisions relating to the 4P’s (Product, Price, Place and 
Promotion). Those decisions will be both easier to make and more consistent with each other 
if a clear and detailed definition of the target segment exists. The use of segmentation will 
help the organization to a better understanding of itself and the environment within it exists. 
By analyzing the competitor’s offerings in the context of consumers needs, the organization 
should appreciate the competitor’s real strength and weaknesses, as well as identifying gaps in 
the market. (Brassington et al, 2000) Even a successful segmentation can be a waste of 
company recourses, if the goal of the segmentation is not clear. Kotler (1996) states that it is 
not necessary to identify too many segments on a market if the company cannot develop 
market plans for each segment. Also there has to be a sustainable market, if a segment is not 
large enough to create revenues to cover the cost, there is no need to pursue this segment. For 
instance car manufactures does not build cars for people under four feet. (Ibid)  
 
When it comes to the dangers of segmentation, there are some issues beside poor definition 
and implementation of segmentation. The danger of breaking the market into to small 
segments leads to fragmentation of the market, hence loss of economies of scale, loss of bulk 
purchasing discounts and so on. Details need to be balanced against liability. Segmentation 
may also lead to many brands that fitted to each segment; this in turns leaves the customer 
with too many brands to choose from. Administrative and market efforts costs involving in 
getting those brands on the shelves can be very costly. (Brassington et al, 2000) 
 
The often limited resources of small firms make the importance of a properly conducted 
segmentation more critical when entering a new market. This is the first of the two reasons 
why we have chosen this area of research. The second reason is that there is limited research 
on how and if small firms conduct segmentation. 
 

1.3 Purpose and Research Questions 
 
There are several theories on the segmentation process for international markets; however, in 
our courses up to date we have not studied segmentation on a higher level and especially not 
on smaller or medium sizes enterprises. In view of the discussion above our research purpose 
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is to gain a better understanding of the practice of market segmentation by small firms in 
their international market as apposed to their domestic market because we believe that not 
nearly enough segmentation is carried out by small firms. With the research purpose we have 
chosen to study, the research questions are as follows: 
 

1. How does a small exporting firm segment its domestic market? 
2. How does a small exporting firm segment its international markets? 

 

1.4 Delimitations 
 
In this thesis we have chosen to focus on a small exporting company in Norrbotten. Also we 
have chosen to focus on consumer segmentation and consumer products, therefore excluding 
industrial segmentation and industrial products due to our limitation of time. This thesis will 
look at the research from a company perspective. 
 

1.5 Thesis Layout 
 
This is the layout of the thesis shown in figure 1.1. 

 
Figure 1.1 Source: Authors construction. 

Introduction Literature 
Review 

Methodology Emperical 
Data 

Data AnalysisConclusion 
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2 Literature Review 
 
In the previous chapter we gave a brief introduction to our research area after which we 
stated our research purpose and then our research questions. Finally we stated the 
delimitations for this thesis. In this chapter we are going to present theories on segmentation, 
both in macro and micro stages for companies, especially SMEs entering a new market. It is 
difficult to find generally accepted theories that focus on SMEs and how they segment. The 
general order of segmentation is that first one collects data then analyzes the data and finally 
one starts segmentation. We will present theories on macro segmentation first, then micro 
segmentation. Finally we will present theories on how to collect data and analyze it for use in 
segmentation. We have chosen this order to make it easier for the reader to understand 
segmentation and what is needed for data collection and analysis. In the end of this chapter 
we present a frame of reference. 
 

2.1 Internationalization process of SMEs 
 
One of the reasons SMEs look for new markets is to increase sales, if this cannot be done on 
the domestic market SMEs have to look for the international market to increase sales and also 
long term profitability. This fact has been shown in an ongoing study by Strategic Planning 
Institute of Cambridge, Massachusetts, USA, called PIMS (Profit Impact of Market Strategy). 
PIMS show that it is better to be large on a small market, rather than small on a large market, 
in terms of profitability. (Stokes, 2002) Further, reasons for entering international markets 
according to Daniel and Radenbaugh, (2001) are to acquire resources, diversify sources of 
sale and supplies, and minimize the competitive risk. 
 
The decision to go international is often based on several steps. The planning stages vary 
depending on size of the company and their recourses. There are theories that deal with the 
planning process of internationalization. According to Armstrong (1999), Jobber (1998) and 
Root (1987) there are several steps to take and criteria have to be fulfilled before going 
international. These concepts work both for large and small companies. 
 
Armstrong (1999) has put forward eight steps to follow in the planning process: 
 

1. Analyzing opportunities in the international market. 
2. Choosing market(s) for entry. 
3. Deciding market entry mode. 
4. Allocating resources. 
5. Developing the marketing plan. 
6. Organizing for international marketing. 
7. Implementing the marketing strategy. 
8. Evaluation and control. 

 
When to decide Jobber (1998) has developed five criteria’s to consider: 
 

1. Deciding whether to go international. 
2. Deciding which market(s) to enter. 
3. Deciding how to enter the target market(s). 
4. Developing an international marketing strategy. 
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5. Organizing for international activities. 
 
Finally according to Root (1987) there are five areas to take into account when deciding on 
market entering strategy: 
 

1. Choosing target market(s)/product(s). 
2. Setting objectives in the target market(s). 
3. Choosing an entry mode to enter the market(s). 
4. Developing a marketing plan. 
5. Developing a control system that monitors the performance in the target market(s). 

 
Each one of these theories involves segmentation both on a macro and micro level, macro 
segmentation is defined as choice of a country where as micro is segments within a country. 
Furthermore segmentation lays the foundation for the decisions to go international or not. 
After identifying the motives and deciding to go international and committing to it on a long-
term base and not for seeking to off-load excess production or stock. For an SME to be 
successful on the international market they should according to Brown & McDonald (referred 
to in Doole & Lowe, 1999) specialize on niche marketing. For the international niche to be 
successful the product needs to be highly differentiated and recognized by consumers. Brown 
& McDonald further suggest that to sustain and develop a niche a firm must: 
 

• Have god information about the segment needs. 
• Have a clear understanding of the important segmentation criteria. 
• Understand the value of the product niche to the targeted segment(s). 
• Provide high level of service. 
• Carry out small scale innovations. 
• Seek cost efficiency in supply chain. 
• Maintain a separate focus, perhaps, by being content to remain relatively small. 
• Concentrate on profit rather than market share. 
• Evaluate and apply appropriate market entry and marketing mix strategies to build 

market share in each county in which they wish to become involved. 
 

2.2 Choice of Country/Macro Segmentation 
 
In the process of determining an overall geographic strategy a company must be flexible 
because country conditions change. The market plan must allow a company to respond both to 
new opportunities in different markets and withdraw from less profitable ones. There are no 
generally accepted theories on how a company should choose the best location; however, 
there are several strategies that allow a company to expand its sales. The general rule is 
however, that a company has to start with two basic questions. The company has to decide 
where to operate and what portion of operations to place within each location. When the 
decisions have been made that a company should be international the next step is to analyze 
the information and select the best location. 
 
Daniels & Radebaugh, (2001) presents the Country evaluation and selection theory, where 
they discuss the process of selecting a country. Doole & Lowe, (1999) also describe an 
approach on how to do macro segmentation. Hollensen, (1998) also describes in his theories 
on the international market selection process and how a company should select a country and 
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the different steps that leads to the selection of a country. All of the mention authors however, 
have the same stages in their theories. That is the identifying of a country and the different 
criteria to take into account when choosing a country/market. Furthermore, the last step in all 
the theories is to identify and chose a country/market. 
 

2.2.1 Scan for Locations 
 
The authors Daniels & Radebaugh, (2001) explain that the first step is to compare countries 
and this is done by using broad variables and weeding out options. Scanning is used to avoid 
missed opportunities and also to avoid spending too many resources to examine all 
possibilities. There are more than 200 countries in the world; even large corporations would 
have difficulties to develop markets on all these markets (Doole & Lowe, 1999). The next 
step is to choose and weight variables against each other. The environmental climate is the 
external conditions in a host country that is significant to the success and failure of a foreign 
business enterprise. The environmental climate offers both opportunities and risks. (Daniels & 
Radebaugh, 2001) Furthermore, Hollensen (1998) divides the screening of markets/countries 
into two steps. The first step is to do a preliminary screening were markets and countries are 
screened to external criteria’s, e.g. state of the market. The second screening according to 
Hollensen (1998) is a fine-grained screening; here the firm’s competitive power and special 
competence can be added when evaluating a market/country. 
 
The decision to invest has to weight against the opportunities and risks. From a broad 
scanning there are indicators of the amount of revenue and cost factors. The scanning also 
gives indications of the opportunities and risk of marketing and products. Some criteria are 
affecting the marketing location and product location, and some criteria affect both. (Daniels 
& Radebaugh, 2001) 
 

2.2.2 Criteria for Country/Macro Segmentation 
 
An organization that are going to weight different criterion against each other needs to define 
what are the important criteria to the organizations needs. The variation of what criteria an 
organization should research are numerous, however, the most accepted ones are included in 
the SLEPT and STEP models. Doole et al, (1999) describes similar criterion when going 
international, in a model called SLEPT (Social/cultural, Legal, Economic, Political and 
Technological). Brassington et al, (2000) describes similar variables in the STEP model 
(Social/cultural, Technological, Economic and Political/legal). Hollensen (1998) presents 
PES as a variation of this. We have decided to present different criterions that fit with the 
STEP/SLEPT models and present different authors input on the criterions.  
 
Hollensen, (1998) define factors that influences a companies decision considering a 
country/market. He presents them as a PES (Political/legal, Economic and Social/culture).  
 

• Political/legal takes into account domestic country environment, the host country 
environment and international environments. The company should prepare a 
monitoring system that allows it to systematically evaluate political risk, such as 
expropriation, nationalization and restrictions against export/imports 
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• Economic environment is a major determinant of market potential and opportunities. 
The income and wealth of the population is an extremely important factor for 
determining the purchasing power. The different stages in an economy are also 
relevant, e.g. in more advanced countries more than half of the gross national product 
is accounted by services as opposed to goods. 

 
• Social environments influence behaviors of customers and are important for the 

companies that are implementing global marketing. Cultural factor describes 
acceptable beliefs, traditions, customs and values that are shared socially. 

 
Market size is often determined by data such as GNP (Gross National Product), per capita 
income, growth rates, population, size of the middle class and level of industrialization. These 
facts give a relatively good indicator of market size and future sales. (Daniels & Radebaugh, 
2001) 
 
Doole et al, (1999) also consider market size as an important factor in the selection process. 
Doole et al, (1999) give however, a further dimension to market size evaluation by adding 
data of existing markets, latent market and evaluating the incipient markets. 
 
Besides the static data as indicator on market size Doole et al, (1999) also states that one 
should use three analysis techniques to determine the market size:  
 

• Demand pattern analysis; this is when one assume that countries at different economic 
level have develop different patterns of demand and consumption. The purpose is to 
compare pattern of demand in a country that is being studied to demands in an 
establish market. 

 
• Multiple factor assumes that the demand for a product correlates to the demand for 

other products, e.g. demand for frozen food can give an indication of the demand of 
freezers. 

 
• Analogy estimation is used when there is a lack of market data in a particular country. 

Here an existing market is used to make an estimation of the market potential in a new 
market and the same segments are used. 

 
Hollensen (1998) states that markets can be divided into three categories, ABC as a broader 
picture to market size. 
 

• A market, these markets offer the best opportunities for long term development. Often 
a permanent presence is established and a research program is developed. 

 
• B market, these are secondary markets, where opportunities are identified but here the 

political or economical risk is too high for a long-term commitment, comprehensive 
research would be needed. 

 
• C market, these are “catch what you can “market. The risks are high but the resources 

used will be minimal. Companies will not do a real commitment and the no significant 
research would be done. 
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Ease and Compatibility of Operations, regardless of the industry, companies put more 
emphasis on countries in close proximity. Also managers prefer to go where they perceive it 
easier to operate according to the Country similarity theory. Companies are highly attracted to 
countries that are located nearby, share the same language and have similar market conditions 
to their domestic markets. Offer size, technology and other factors familiar to the company 
also plays a large role when choosing country. (Daniels & Radebaugh, 2001) The same 
concept of country similarity theory is presented by (Johanson & Vahle, 1977). They state 
that three criterion can be described when a SME enter a new market. 
 

• Low psychic distance: low uncertainty about foreign markets and low perceived 
difficultly of retrieving information about them. 

 
• Low cultural distance: low perceived differences between the home and the 

destination country. 
 

• Low geographic distance. 
 
Another criterion that is counted as an opportunity is the transnational clustering (Hollensen, 
1998). Further more Hollensen (1998) state that markets can be divided into clusters of 
similar markets. This gives a further dimension to the geographical segmentation and 
identifies meaningful cross-national segments that respond similar to marketing mix 
strategies. 
 
Risk and Uncertainty is what companies assess with a financial technique to compare 
potential projects, such as discount cash flow, payback period, return rate, net present value. 
Companies often use insurances to reduce risk, this however is very costly. The company 
should give some weight to the elements of risk and uncertainty; they should also determine 
whether the degree of risk is acceptable without additional costs. (Daniels & Radebaugh, 
2001) 
 
Competitive risk is when a company’s innovative advantage may be short lived, even when it 
has competitive lead time. One strategy for exploiting temporary innovative advantages is 
known as the imitation lag. This means that a company moves first to countries that are most 
likely to adapt and catch up to innovative advantage and later to other countries. Those 
countries apt to catch up more rapidly are the ones whose companies invest a great deal in 
technology and offer little protection for the innovators’ intellectual property rights. 
Companies may also develop strategies to find countries in which there is least likely to be 
significant competition. However, companies may also gain advantages in locating where 
competitors are. The reason is that the competitors may already have done a costly task of 
evaluating locations, and the following company may take the advantage of a free ride. (Ibid) 
 
Monetary risk if a company expansion is done by direct investment abroad, then the exchange 
rate and access to invested capital and earning are key elements in the evaluation of a country. 
(Ibid) 
 
Political risk may come from war and insurrections, takeovers of property and/or change in 
rules. Companies study the patterns of political risk in a country to help them in determining 
the political risk. However, predicting future on basis of history holds many dangers and 
especially in political situations, where changes can occur rapidly. Finally companies may 
examine countries social and economic conditions that could lead to political instability. 
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However, there is no general consensus as to what constitutes dangerous instability or how 
such instability can be predicted. (Ibid) 
 
Red Tape or bureaucracy is something that companies have to battle when going abroad; the 
degree of red tape required is not directly measurable. It can include difficulties in getting 
permission to operate, bringing in experienced personal, obtaining licenses to produce and sell 
certain goods, and satisfying government agencies on such matters as taxes, labor conditions 
and environmental compliance. (Ibid) 
 
Technological factors according to Brassington, (2000) allow direct contact with customers 
all over the world. Also technological countries are those who adapt new technology faster 
than other countries (early adopters). 
 
The criterions mention above are the most accepted ones by most authors and defines a wide 
range of areas that all are included in STEP/SLEPT models and in Hollensens (1998) PES 
model.  
 

2.2.3 Making Final Country Selection 
 
At some point, a company must make a decision whether to go international, for this they 
need a much more detailed analysis of locations. Two major factors restricting companies 
from comparing investment opportunities are cost and time. Clearly, some companies cannot 
afford to conduct many investigations simultaneously. Therefore companies with limited 
resources have to be certain which market they intend to go for. (Daniels et al, 2001) 
Piggybacking is also an option for a company that lack resources, knowledge or the will to do 
their macro segmentation. Piggybacking can be described as letting an established 
international distribution network of one manufacturer to be used to carry the products of a 
second manufacturer. The second manufacturer is able to ride on the back of the existing 
company’s reputation. (Doole et al, 1999)  
 
When the decision to go international has been taken, the SME’s understanding of what 
criteria and how to enter the market have been acquired; the next step is to do customer 
segmentation when dealing with the market of the chosen country. (Ibid) 
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2.3 Consumer/Micro Segmentation 
 
Segmenting a consumer market does have some similarities with organizational segmentation. 
However, the main difference is that consumer segmentation is usually larger in terms of 
potential buyers. Since it is so hard to identify the individual consumer, you use consumer 
segmentation to find the individual consumer, you want into a more comprehensive segment. 
In consumer segmentation you can identify six main bases that lay the foundation of 
segmentation. The bases are according to Brassington & Pettitt, 2000 are displayed in figure 
2.1: 
 

• Geographic segmentation. 
• Demographic segmentation. 
• Geodemographic segmentation. 
• Psychographic segmentation. 
• Behavior segmentation. 
• Multivariable segmentation. 

 

Figure 2.1 Source: Brassington and Pettitt, (2000) 
 

2.3.1 Geographic Segmentation 
 
Geographical segmentation defines customers according to their location; this is often used as 
a starting point in segmentation. This is often used by retail or service sector, with limited 
resources. However, multinational companies often go geographically when dividing their 
organizations into operating units built around specific geographic markets. Usually 
geographic segmentation is not used by itself, rather in conjunction with other segmentation 
factors. (Jobber, 1998) Hollensen (1998) explains that a geographical segmentation also 
includes, besides a specific area such as country, region, county and clusters of regions that 
share geographical proximity and other types of similarities as well, e.g. Scandinavian 
countries. 
 

2.3.2 Demographic Segmentation 
 
Demographic segmentation focus on measurable criteria’s of consumers and their households. 
Furthermore, this segment is largely descriptive in terms of race, gender, age, income, 
occupation, socioeconomic- and family status. This can even extend to the extreme of body 
size and shape, all things that are measurable. Demographic and geographic segmentation are 
often used together due to that they are relatively easy to find and often free of charge as they 

Consumer 
segmentation 

Geographic PsychographicGeodemogarphic Behaviour Demographic Multivariable 
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are available from public sources. Another advantage with demographic is that it gives a clear 
profile that can be used in marketing strategies. The negative side of demographic is that it 
purely descriptive and used alone it might suggest that all people in the same demographic 
group share the same needs and wants. (Jobber, 1998) Demographic segmentation is 
according to Kotler (1996) the most used variable when segmenting a market. 
 

2.3.3 Geodemographic Segmentation 
 
Geodemographic segmentation combines geo- and demographic segmentation into analyzing 
people by where they live. An example of this might be a classification of residential 
neighborhoods, where the purpose is to collect data about how they live, where they live, 
what age, what income and family status. This is used to create a model over a general 
neighborhood. This in turn is used to locate and target similar customers elsewhere. 
(Brassington et al, 2000) 
 

2.3.4 Psychographic Segmentation 
 
Psychographic or lifestyle segmentation is a more difficult area to define due to that it 
involves non-tangible variables. This area tries to divide customers into segments by their 
belief, attitudes and opinions. The purpose is to get further under the skin of the consumers; 
this will help the marketer to sell on non-superficial features rather than on benefits that can 
seen to enhance the lifestyle of their choice on a much more emotional level. (Plummer, 1974) 
 
Activities are a category that includes all the things people do under a lifetime, such as work, 
shopping, holidays and social life. From a marketer’s point of view this is to study people’s 
hobbies and their preferred forms of entertainment, as well as sports interests, club 
membership and their activities within the community. (Brassington et al, 2000) 
 
Interest refers to what is important to the consumer and where their priorities lie. This 
variable includes the things that are close to them such as family, home, work, or their interest 
and involvement in the wider community. Elements of leisure and recreation can also be 
included as well; Plummer (1974) particularly mentions areas such as fashion, food and 
media. 
 
Opinion is the category that is very close to the individual’s innermost thoughts. To reach this 
information studies are made on attitudes, feelings about such things as themselves, social- 
and cultural issues and politics. (Ibid) 
 
Religion is one of the major factors in marketing according to Hollensen (1998); it becomes 
most evident when marketing in countries that are guided by religion in matters of human 
activities and economic activities, e.g. Islamic countries. 
 
Demographic have already been described, however, in this context demographic is on a 
much deeper level. Here the purpose is to provide data on life-cycle stages and geographical 
location in order to give a more three-dimensional picture of the consumer. There is no single 
and universal segment even though many theories have been developed to provide a set of 
lifestyle segments that are either general or designed for a specific commercial application. 
(Brassington et al, 2000) 
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The moderns are a group that has flexible purchasing powers and are open to changes. They 
have a more cosmopolitan approach and have a liking for more exotic and foreign traditions 
compared to other consumer segments. (Brassington et al, 2000) 
 
The go-betweens are a group that has experienced a change in their attitudes but not enough to 
change their buying habits. This leaves them torn between habit and the thrill of the 
unexpected. They have the potential to become the moderns, however, they are still too tied to 
their home culture and the society which they live in. (Ibid) 
 
The traditional group holds tight to local, regional and national traditions. They are also 
viewed as conformists, in that they have great respect for authority, prefer an ordered 
existence and resist changes, as bringer of chaos. They prefer to the very familiar, habitually 
purchased products that they have always bought. (Ibid) 
 

2.3.5 Behavior Segmentation 
 
Behavior segmentation focuses on the individual’s relationship with the product. This is 
important to address, due to that it is possible for people with similar demographic and 
psychographic profiles to interact differently with the same product. A segment in these terms 
is known as behavior segments. (Brassington et al, 2000) 
 
End use has great implications for the marketing approach. One product can be a versatile 
product with a range of potential users. A consumer may buy two or three brands of soup just 
because their needs change according to intended use, for instance, lunch, snack and dinner. 
At this point demo- and psychographics may become irrelevant or secondary because it is the 
practical usage that is important to the consumer, (Ibid) Kotler (1996) states that this is an 
important factor when a company wants to raise sales. For example orange juice is mainly 
consumed at breakfast. So the orange producer wanted the product to have a more wide range 
of usage and they promoted it to be a cool refresher at any time of the day, in order to increase 
consumption.  
 
The benefits sought variable can have a more psychological slant than end usage and can link 
into demo- and psychographic segments. It may range from practical to more 
psychographically benefits, for instance, benefits sought from a chilled ready meal might be 
time saving or ease of preparation as well as a meal. Another example might be benefits 
sought from a car might be status. (Brassington et al, 2000) 
 
Usage rate means that there will be different usage rates of the product by different 
consumers; they are heavy users, medium users and light users. This helps in marketing 
strategies, for instance, should a company put all their resources into defending their share of 
heavy users? Alternatives might be to make light users heavier. (Ibid) 
 
Loyalty could develop a better understanding of which segmentation variables that are 
significant. Market research might have organization to profile “loyal to us”, “loyal to them” 
and “switchers”, and then discover what other factors seem to differentiate between each of 
these groups (Wind, 1982). According to Wind (1982) there are six loyalty segments: 
 

1. Current loyal user who will continue to purchase the brand. 
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2. Current customers who might switch brands or reduce consumption. 
3. Occasional users who might be persuaded to increase consumption with the right 

incentives. 
4. Occasional users who might decrease consumption because of competitors’ offerings. 
5. Non-users who might buy the brand if it was modified. 
6. Non-users with strong negative attitudes that is unlikely to change. 

 
Brand loyalty can be fragile and is under increasing threat; this is partly due to the greater 
number of alternatives available and incentives designed by the competitors. One example is 
that supermarkets promote their own brands which looks uncannily like the equivalent 
manufactured brands, but undercut them on price. A simple combination of usage rate and 
loyalty is starts to make a difference to the organizational marketing strategy. For instance a 
large group of heavy users who also are brand switchers can with a specifically designed 
marketing mix be turned to be loyal to another brand. (Denny, 1998) 
 
Attitudes look at how potential customers feel about the product (or the organization). 
Customers who already are enthusiastic to the product require different handling from a group 
that is hostile to the product. The advertising has to address the root of their hostility rather 
than promoting the product. (Engel, Blackwell and Miniard, 1993) 
 
Buyer readiness stage focuses on how close the purchase is to potential customer. At a very 
early stage the customer may not be aware of the product, therefore there is a need to generate 
awareness of the product. Then there is the stage to stimulate the interest in the product and 
this may lead to desire for the product, which in turn stimulates action: the purchase itself. 
The main benefit is to bring the relationship between customer and product into sharper focus, 
which leads to a better defined marketing mix. This also provides opportunities for tailored 
market strategies to target brand switcher or to increase usage rates. (Ibid) 
 

2.3.6 Multivariable Segmentation 
 
It is unlikely that anyone of the segmentation variables will be used on its own. It is more 
common for marketers to use a multivariable approach, defining a portfolio of relevant 
segmentation variables. Segmentation is moving towards multivariable segmentations that 
incorporates psycho-, demo- and geographic because of increasingly sophisticated data 
collection, development of databases, cheaper and accessible computing facilities. This 
information helps organizations to define meaningful segments for their own customer base, 
to further develop and improve their marketing mix or to tailor-make offers to specific 
customers. (Brassington, 2000) This move toward multivariable segmentation is also 
supported by Kotler as he states most companies will segment a market by combining two or 
more segmentation variables. (Kotler, 1996) 
 

2.4 Collection of Data as Basis for Market Segmentation 
 
Moore (2000) states that in order to make a successful data collection one needs 
comprehensive data of the market. The acquiring of this data can be done in the following 
ways: 
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• Observational study. Here you observe individuals and measure variables of interest, 
do not attempt to influence responses. 

 
• Experiment. Deliberately impose some treatment on individuals in order to observe 

their responses. 
 

• Voluntary response sample. Consist of people who choose themselves to respond to a 
general appeal. (Reponses are often biased because people with strong opinions are 
more likely to respond) 

 
• Interviewing. Consist of phone interviews, surveys, personal interviews or focus 

groups. 
 

• Secondary data. Used to gather data through different data bases and publications. 
 
Czinkota et al, (2001) state that there is both soft data and hard data. Soft data is what is 
gained through interviews and other types of personal contact; hard data is what you receive 
through published material such as statistical material. 
 
Companies undertake business research to reduce uncertainties in their decision process, 
expand or narrow the alternatives they consider, and assess the merits of their existing 
programs. A company can never collect all the data the managers’ wants, so the manager has 
to estimate the cost of data collecting and compare them with the probable payoff from the 
data in terms of revenue gains or cost savings (Daniels et al, (2001) 
 
Problems with Research Results and Data 
 
Data on certain countries are more uncertain then others therefore it can be both time 
demanding and costly since the data can be inaccurate or obsolete. This can lead to 
uncertainty about location decisions. Most industrial countries have detailed data available to 
any company or individual. Some countries census their data on foreign trade, national 
income or no data is collected at all. (Ibid) 
 
Reasons for Inaccuracies  
 
Poorer countries may have limited resources to produce accurate and complete data. 
Furthermore, cultural differences may affect responses in data collection, there is also the 
concern of false or misleading information designed to persuade business people to follow a 
certain course of action. Therefore, it is useful to consider the source of data in light of 
possible motives or biases. All data is not include in official figures as countries often do not 
want it in their GNP, also people do not inform their government of illegal incomes. (Ibid) 
 
Comparability Problems 
 
When looking at data from different countries one has to take into account differences in data 
collection methods, definitions and base years. Distortions in currencies conversions affect 
how data looks. (Ibid) One way to save time and cost during data collection is to use existing 
databases such as BERI (Business Environment Risk Index) (Hollensen, 1998), Goodnow & 
Hans ((1972) referred to in Doole et al, 1999) Temperature Gradient and Euro Mosaic (Doole 
et al, 1999). BERI provided country risk forecasts for 50 countries throughout the world and 
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is updated three times a year. BERI use 15 variables from STEP, PES and SLEPT models. 
BERI indicate the risk for companies committing capital to a market. Temperature Gradient 
goes from hot to moderate to cold, this system uses the same models as BERI. Positive value 
gives degrees of hotness and vice versa. Euro Mosaic classifies consumers throughout the EU 
on the basis of the types of neighborhood in which they live, for instance, elite suburbs to high 
rise social housing. This model is used when companies want to identify the types of people 
using certain products and services. Also identify where the similar geodemographic types are 
located. 
 
Engel et al, (1993) gives three ways of analyzing data, these are a priori analysis, post-hoc 
analysis and scanner analysis. The first one is a priori analysis which defines the 
segmentation base in advance. That means being reasonably certain, for example, that the 
most frequent purchasers differ from occasional users. If so the case one can establish 
purchase frequency on basis for dividing the market. The second way is the post-hoc analysis 
that is not decided in advance but rather an outcome of the analysis itself. First step is to 
cluster people into homogeneous segments based on the six segments shown in figure 2.1 
Once segments are isolated further statistical analysis is undertaken to determine if there are 
buying preferences or behavior differences between members of the various segments. Finally 
one has scanner analysis which is finding increased applications in marketing. When 
combined with standard surveys and other methods of data collection, scanner data, derived at 
point-of-sales, greatly increases a marketer’s ability to define a complete profile of both 
company and competitor’s customers. (Engel et al, 1993) 
 

2.5 Frame of Reference 
 
Even if a number of studies have been made about the internationalization process, no general 
theory has been provided. (Johnson, 2001) As there are no generally accepted theories in the 
area of our research purpose to gain a better understanding of the practice of market 
segmentation by small firms in their international market as apposed to their domestic 
market. We have therefore used a wide range of theories and studies to make up our frame of 
reference. Therefore we are going to present theories and studies in correlation to our 
research. When talking about the domestic market, one does a consumer/micro segmentation 
and than the final decision. When talking about international markets, one first does 
country/macro segmentation and then consumer/micro segmentation and finally the final 
decision. In both of these processes one use collection of data as basis for market 
segmentation. The order in which our frame of reference is constructed is presented in figure 
2.2. 
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Figure 2.2. Frame of Reference 

 
Source: Authors construction. 
 
The theories concerning the internationalization process for SMEs and macro segmentations 
are based on: 
 

• Stokes, (2002) 
• Daniel & Radenbaugh, (2001) 
• Jobber, (1998) 
• Root, (1987) 
• Armstrong, (1999) 
• Brown & McDonald (referred to in Doole & Lowe, 1999)  
• Doole & Lowe, (1999) 
• Johanson & Vahle, (1977) 
• Hollensen, (1998) 

 
The international and domestic markets are different in several ways; however, the main 
difference when segmenting is that you start the international segmentation by choosing a 
country. According to Daniel and Radenbaugh, (2001) the first step is to scan for alternatives 
in terms of countries, that is markets, to enter. Furthermore Brown & McDonald (referred to 
in Doole & Lowe, 1999) and Armstrong (1999) stress on the importance of information of the 
country/market to enter. Consumer/micro segmentation does not need the first steps of 
analyzing countries/markets and is only focusing on consumer segmentation. Consumer 
segmentation has six main areas according to Brassington et al (2000) and they are as follows: 
 

• Geographic segmentation - Jobber, (1998), Hollensen, (1998) 
• Demographic segmentation – Kotler, (1996), Jobber, (1998) 
• Geodemographic segmentation - Brassington et al, (2000) 
• Psychographic segmentation - Plummer, (1974), Brassington et al, (2000), Hollensen, 

(1998) 
• Behavior segmentation - Wind, (1982), Engel, Blackwell and Miniard, (1993), Denny, 

(1998), Kotler, (1996), Brassington et al, (2000) 
• Multivariable segmentation - Kotler, (1996), Brassington et al, (2000) 

 
In these six main categories for consumer segmentation numerous authors have input on the 
different criterions, however all of our references are formulating concept that are based on 
these six main criterions. 

Collection of Data as Basis for Market Segmentation 
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The collection of data as a basis for market segmentation is combined of different aspects on 
how to collect data and how to interpret the data. We have used the following authors’ 
theories on collection of data as basis for market segmentation: 
 

• Moore, (2000) 
• Czinkota et al, (2001) 
• Daniels et al, (2001) 
• Hollensen, (1998) 
• Goodnow & Hans (referred to in Doole et al, 1999)  
• Doole et al, (1999) 
• Daniels et al, (2001) 
• Engel et al, (1993) 
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3 Methodology 
 
In this chapter we will present and discuss methodological issues connected to our research. 
Methodological considerations and choices will be reported, together with the research 
design, selection of data collection. In our thesis we decided to use multiple methods to gather 
information for the study. We used archival information different academic books dealing 
with the subject of both domestic and international segmentation to retrieve theories, we also 
conducted an interview. 
 

3.1 Research Purpose 
 
Depending on what the authors want to achieve, the purpose of a research varies. According 
to Yin, (1994) there are three different categories of a research purpose: exploratory-, 
descriptive- and explanatory research. 
 
Exploratory research is conducted with the purpose of defining and clarifying the nature of a 
problem. Conclusions cannot be drawn out of this kind of research; rather the objective is to 
identify information needs and problems for future research. Descriptive research is when 
describing characteristics of a phenomenon or a population. These are based on some 
previous understanding of the nature of the research problem. The descriptive research answer 
what, where, who, when, and how questions but gives no explanation for the cause of the 
findings. (Zinkmund, 2000) Explanatory research is used to explain cause-effect relationships, 
for example what variables cause the effect of another. (Lekvall and Wahlbin, 1993) This 
thesis is foremost a descriptive thesis. 
 

3.2 Research Approach  
 
In this section, qualitative and quantitative approaches, as well as inductive and deductive 
approach are discussed. 
 

3.2.1 Qualitative and Quantitative Approaches 
 
According to Holme and Solvang, (1995) the two general research approaches that exist are 
qualitative and quantitative approaches. 
 
When using a qualitative approach, one or a few objects are studied in depth, and the main 
purpose is to receive a better understanding of the problem studied, as well as to gain a 
profound knowledge. The qualitative approach makes it hard to generalize, has a low degree 
of formalization, and is characterized by closeness between the source and research. (Ibid) 
 
The quantitative approach is both structured and formal, as well as the fact that the researcher 
has a rather high degree of control. The researcher is also objective in the study. Using a 
quantitative approach means that little information from each object is colleted, but on the 
other hand many objects are studied, which means that it is possible to draw conclusions and 
generalize. (Ibid) 
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Our research is qualitative as we have only studied one object and our purpose is to gain a 
better understanding of the practice of market segmentation by small firms in their 
international market as apposed to their domestic market.We do not aim to make any 
generalizations. 
 

3.2.2 Inductive and Deductive Approach 
 
There are two ways of drawing conclusions according to Davidson and Patel, (1991) which 
are deductive and inductive approach. 
 
Deductive is when the researcher starts with existing theories and principles, and from those 
will draw conclusions about separate cases (Ibid) When using an inductive approach , the 
researcher builds the study on empirical data, and tries to draw more general an theoretical 
conclusions. (Wallen, 1996) 
 
We are doing a deductive study due to that we build our study on existing theories and our 
aim is to draw conclusions on a separate case study. 
 

3.3 Research Strategy 
 
According to Yin, (1989), there are five different research strategies within the social science: 
experiments, surveys, archival analysis, histories and case studies. Which strategy to use is 
depending on the type of research questions posed, the extent of control an investigator has 
over actual behavior events and the degree of focus on contemporary versus historical events. 
 
Figure 3.1 Relevant situations for different research strategies. 
Strategy Form of research 

question 
Requires control over 
behavioral events? 

Focuses on 
contemporary events 

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

how many, how 
much 

No Yes 

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

No Yes/No 

History How, why No No 
Case study How, why No Yes 
Source: Yin, 1989. 
 
As our study is focused on how questions and we have little control on behaviors and finally 
we focus on contemporary issues. The purpose is also to gain a better understanding of the 
practice of market segmentation by small firms in their international market as apposed to 
their domestic market and therefore this study is a case study.  
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3.4 Data Collection Method 
 
Yin, (1994) states that there are six sources of evidence that can be the focus of data 
collection when using case study. They are documentation, archival records, interviews, direct 
observations and participant-observations, physical artifacts. This is illustrated in figure 3.2. 
 
Figure 3.2 Six sources of evidence: strength and weaknesses 
Sources Strengths Weaknesses 
Documentation • Stable: can be received 

repeatedly 
• Unobtrusive: not created 

as a result of the case 
• Exact: contains exact 

names, references and 
details of an event 

• Broad coverage: long span 
of time, many events and 
many settings 

• Retrievability: can be low 
• Biased selectivity: if 

collection is incomplete 
• Reporting bias: reflects 

(unknown) bias of authors 
• 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 events in 
real time 

• Contextual: cover context 
of events 

• Time consuming 
• Selectivity: unless broad 

coverage 
• Reflexivity: event may 

proceed differently 
because it is being 
observed 

• Cost: hours needed by 
human observers 

Participant observations • (Same as above for direct 
observations) 

• Insightful into 
interpersonal behaviors 
and motives 

• (Same as above for 
documentation) 

• Bias due to investigator’s 
manipulation of events 

Physical artifacts • Insightful into cultural 
features 

• Insightful into technical 
operations 

• Selectivity 
• Availability 

Source: Yin, 1994. 
 
We singled out the two options that suited our case study the best, namely interview and 
documentation. 
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According to Yin, (1994), there are tree types of interviews, open-ended, focused and survey. 
The open-ended interview is open as well as free and without structured questions. In a 
focused interview, the respondent is interviewed for a short period of time and the interviewer 
is more likely to follow a certain set of questions. Probing questions are also possible to use. 
The last type is the survey type which can be design to be a part of a case study. Interviews 
can be either personal or done over telephone. The weaknesses with personal interviews are 
the cost and possible bias. The telephone interview has the drawback of being limited in time 
and the absence of face to face contact. (Zinkmund, 2000) 
 
Documentation is likely to be relevant to case studies according to Yin (1994). The author 
states that the most important use of documents is to corroborate and argument evidence from 
other sources. Documents are for example useful in verifying the correct spelling and titles or 
names of organization that have been mentioned in an interview. 
 
The main source of information in our study comes from an interview. The style of the 
interview was structured as a focused interview with probing questions. The interview was a 
personal interview because we had many questions and wanted answers that where as valid as 
possible. Documentation was also used to confirm general facts about the company. The 
available sources of information came from company brochures and their webpage. We 
structured the interview as free as possible, meaning that we let the respondent speak freely 
and asking the respondent to comment on facts and questions. During the interview a tape 
recorder was used in gathering the information and notes were also taken. The opportunity to 
contact the respondent again for further information was also given, either by E-mail or 
telephone. 
 
When we arranged the time for the interview, we also gave a general framework of how we 
wanted to conduct the interview and in what areas we wanted to study. This was done so our 
respondent could prepare himself for the interview. We also explained the areas we studied 
and the theoretical frame work that we used so he could understand us better. Our questions 
were open and the interview was as free as possible so he could elaborate on how the 
company operates, this gave us also the opportunity to ask complete questions. However due 
to this free form the asked questions was not always answered so probing questions had to be 
used. To minimize risk of misunderstanding the questions, we did not send an interview guide 
to the company. This also made the interview more open and the respondent freely describe 
areas that we could reconfirm with the interview guide. 
 

3.5 Sample Selection 
 
The purpose with our study is to gain a better understanding of the practice of market 
segmentation by small firms in their international market as apposed to their domestic 
market. The criteria’s we sat for our sample was that it should be a company that offer 
consumer products on a international level and  that it is situated in Norrbotten. Furthermore 
the company had to be in our definition of a small firm and a significant part of its turnover 
came from international markets.  
 
According to Holme et al, (1995), the selection of respondent is crucial. Therefore the natural 
choice when arranging the interview is to talk to the manager or the person who is involved in 
the companies international markets. 
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The company that we used in our case study was Polaris Optic AB and we made the choice on 
that the company fit our criteria in size; products and they are international with a significant 
part of their turnover from international markets. The respondent was chosen by direct 
reference from the CEO of the company. The respondent at Polaris Optic AB was Gunnar 
Pettersson, export manager. The interview took place at his office and it lasted one and a half 
hour. 
 

3.6 Analysis Method 
 
According to Yin, (1989) the way data is analyzed is very important for any research. The 
ultimate goal is to treat the evidence fairly, to produce compelling analytic conclusions and to 
rule out alternative interpretations. The author discusses two types of strategies when 
analyzing data: 
 

• Relying on theoretical propositions is the most preferred strategy. When using this 
strategy the researcher acquire the research questions from previous studies and focus 
on relevant data, as well as comparing previous data versus findings. 

 
• Developing a cause description is less preferable than the use of the theoretical 

propositions, but can well be seen as an alternative when the above mentioned strategy 
is absent. 

 
We have constructed our research questions out of earlier studies as well as having the 
intention of comparing empirical data with theories. In this study we start with a case analysis 
by comparing the empirical findings with the frame of reference. Finally the research 
questions will be answered and the conclusions will be drawn. 
 

3.7 Quality Standards 
 
Validity refers to how well a specific research method measures what it is supposed to 
measure. Research holds high reliability if it can be repeated several times, and the results are 
the same, or almost the same according to Lekvall and Wahlbin, (1993) Interviews aim for a 
balance that facilitates interaction, yet maintains objectivity, Smith (referred to in Morse 
(1994). However, Smith states, total objectivity can not be obtained, since life experience and 
intellectual ability influence the data interpretation. Generally, it is more difficult to resolve 
validity than reliability. (Chisnall, 1997) 
 
Yin (1989) states that that there are four tests that should be used when determine a case 
study’s quality. These are construct validity, internal validity, external validity and reliability. 
 

3.7.1 Validity 
 
Constructed validity is to establish operational measures, which are correct for the studied 
concept according to Yin (1989). To increase the constructed validity, Yin suggests three 
methods, where the first two ones are relevant during the data collection process. The first 
method is to use multiple sources of information, which is to increase the validity if same 
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information comes from varied sources. The second method is to establish a chain of 
evidence, which can be done by letting an external observer, read the study. The last method 
is relevant when composing the case study. That is to have the draft case study report 
reviewed by key information’s. 
 
Internal validity is according to Yin (1989) for casual or explanatory studies, due to that our 
study is descriptive there is no need to explain the matter. 
 
External validity has been a major barrier in doing case studies according to Yin (1989). To 
increase the external validity the author states that using replication logic in multiple case 
studies can make it possible to generalize the findings to larger number of similar cases. In 
our thesis only one company was used due to the instructions given, so generalization is not 
our goal. 
 
We have taken measures trough the thesis to increase the validity. Our interview was done 
with the person that was most capable of answer our questions. Furthermore a personal 
interview was done to reduce misunderstandings and to give the opportunity to explain and 
elaborate on the questions. 
 

3.7.2 Reliability 
 
Yin (1989) describes reliability as to demonstrating that the operations of a study such as the 
data collection procedures can be repeated with the same results. The goal of reliability is to 
minimize the errors and biases in a study. Yin (1989) suggests two ways of improving the 
reliability in a study. The first is using a case study protocol; this will make it impossible for 
another researcher to conduct the same work without this protocol. The second way is to 
develop a case study database.  
 
We took steps to increase the reliability in our thesis by using tape recorder during the 
interview. This allowed us to be free from misunderstanding of the answers due to that we 
could listen to the answers several times to confirm the answers. Furthermore, our interview 
guide matches the frame of reference that we had developed. The interview was also 
conducted in such manner that the respondent could speak freely. To achieve this free and 
open interview, we started with general questions and then moved on to open questions and 
finally we probed and ask our focused questions. Still bias might be found and 
misunderstanding can occur in the translation of the interview, which was done in Swedish, to 
English. 
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4 Empirical Data 
 
In this chapter the empirical data of our case study will be presented. The data is based on 
the interview with the export manager at Polaris Optic AB, Gunnar Pettersson. This chapter 
will start with a general background of the company and then present the data collection 
concerning the research questions one and two. Some of the empirical data is not derived 
from the questioner; due to Gunnar Pettersson talked freely and mentioned interesting facts. 
 

4.1 Case: Polaris Optic AB 
 

4.1.1 Company Background - Polaris Optic AB 
 
Polaris Optic AB was founded in 1979 by Staffan Preutz who is the company’s current CEO. 
Polaris Optic AB produces eye wear; they specialize in an area called rimless glasses, where 
the frames are the focus of the product and design. Staffan Preutz introduced the concept of 
rimless glasses to the Swedish market in the early eighties, one of the reasons was that new 
lightweight plastic material were available, this made it possible to develop eye wear that 
could be rimless. When Staffan Preutz started to work on his rimless models he work as a 
purchaser at Synsam, a large retailing firm that is nation wide. With his experience and 
extensive network with opticians he saw that there was a market for his products. His 
knowledge of the market and his personal drive to be international was one of the reasons 
why Polaris Optic AB has expanded quickly from a local to an international company. The 
main markets for Polaris Optic AB are England and Japan and they now are larger than the 
mother company in Sävast, Sweden. However, all design and frame production is done there. 
 
Polaris Optic AB has three different products called Classic, Fashion and SP. The classic 
model is the core product and it have the largest volumes and is mainly sold towards their 
main segments females from ages 25 and upwards with the focus on approximately 35 year 
old females. The Fashion is a model that is more open to other targets groups and the SP 
model is a unisex model, however most of the customers are male. The SP model is radically 
different from the other models in terms of design. The SP is an eyewear that is bowless as 
well as rimless, instead of bows the glasses are placed at the temples. The characteristics for 
the SP segment are that the wearers are not afraid to be noticed and wish to differentiate 
themselves. The SP model is unique to the market so the model is automatically linked to 
Polaris Optic AB and it is one of the advantages that Polaris Optic AB can benefit from if the 
models become more wide spread. This new concept of both rim and bowless eyewear is 
however facing its hardest skepticism from the opticians rather than from consumers. Gunnar 
Petterson believes that the reason why it is the opticians that are skeptical to this model are 
mainly based on traditions, eyewear have always had bows for the last 300 years. The prices 
for all these models are in the upper scale of pricing, the most exclusive model have frames 
that are made of gold. 
 
Polaris Optic AB has always produced rimless glasses, however the rimless or lighter models 
are currently enjoying a fashion status and therefore there are currently many competitor to 
Polaris Optic AB. Competition in this business is fierce as anything that corrects eye sight 
such as any glasses and contact lenses, eye correctional surgery, can be considered as 
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competition. The main competitor is however, Silluhete that also produces rimless eyewear as 
part of their core collection. Polaris Optic AB’s head office is situated in Sävast in Norrbotten, 
Sweden and there are currently 26 employees working at head office in Sävast. The company 
is located in several parts of the world through subsidiaries or agents, England and Japan are 
the main markets and they are followed by U.S.A. and Australia. Polaris Optic AB is also 
currently looking for another European market besides England to invest in and they also see 
the US market as especially huge in potential for their SP product. Polaris Optic AB had a 
turnover in 2002 of about 75 millions SEK from international subsidiaries and five million 
SEK from the Swedish market. In the international subsidiaries there are about 54 employees, 
which mean that the company employs 80 peoples altogether and out of these, 12 works with 
marketing. 
 
The fact that the international parts of Polaris Optic AB make up about 90% of its turnover 
did not come as any surprise to Staffan Preutz. He saw early on that Polaris Optic AB  
products needed a larger market than what Sweden could offer and therefore even before he 
started Polaris Optic AB, he know that he had to be international. In 1983 an opportunity 
opened up for Polaris Optic AB to go international as an aquatint to the CEO was moving 
back to England, so an opportunity to start a subsidiary arouse and in a short period of time a 
subsidiary was established in England. This is how Polaris Optic AB first international 
venture toke place, by chance. However, the company had a desire to go international before 
this since the market was not large enough in Sweden; 85 – 90 percent of the production goes 
on export. Polaris Optic AB has focused on countries that are familiar to them and also that 
they can easily communicate with them. This is partly based on that they focus on 
manufacturing and designing so there has to be little interference in their communications to 
their subsidiaries and agents. 
 
The fact that Japan is the most important market for Polaris Optic AB contradicts the general 
rule of Polaris Optic AB looking for similar markets according to Gunnar Pettersson. 
However, the manger Staffan Preutz has a long interest in other cultures and he even practice 
the art of Kyudo, the Japanese art of shooting with a bow. However, the entry on the Japanese 
market was more of a fluke than of cultural understanding. Staffan Preutz met a Japanese 
businessman, by chance in New York, that liked the glasses that he was wearing. From that 
meeting it turned into a partnership, that is now an essential part of Polaris Optic AB. Now 
Polaris Optic AB is hoping that the US market will be the next big thing for them especially 
considering the SP model. Polaris Optic AB has actively started with product placement in 
movies and TV series that will be targeting the US market. Furthermore, they are also more 
actively and more focused on finding a new market in Europe to invest in. 
 

4.1.2 How Polaris Optic AB Segment the Domestic Market  
 
In Sweden the main target for Polaris Optic AB is females from ages 25 and upwards with the 
focus on approximately 35 year old females. Of all sales in Sweden roughly 75 percent are to 
female customers and only 25 percent are male. As the design is more to the feminine side 
due to the fact that women prefer smaller and thinner rimes for their glasses. Men still prefer a 
bit more robust rimes to their glasses. However, this is slowly changing. This target is 
basically the same for Polaris Optic AB international markets, with exception for Japan where 
the segment is almost exclusively female (99 percent) around 55 years old and upwards. The 
other segment is for their SP product, this is a unisex model; however it is about 95 percent 
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male that uses this model. This product is about five years old and the segment is not firmly 
fixed, and it is currently almost exclusively attracting only male users. 
 
The founder of the company Staffan Preutz worked as salesmen for large retail chain in the 
business, there he realized that many customers was female and they preferred more 
fashionable glasses and rimes. He therefore started Polaris Optic AB to design and sell more 
fashionable and expensive rimes and glasses. The strategy from the start was to be on the 
upper end of the price scale, since his experience in the business gave him the insight that he 
could not compete with mass produced glasses and rimes. 
 
Polaris Optic AB segments their products in Sweden mainly through experience that come 
form long and extensive contacts with the retail chains in Sweden and also through consumer 
relations. The use of external consultants is unnecessary according to Gunnar Pettersson due 
to that they know the Swedish segment so well. 
 
Today Polaris Optic AB does not have any intention of finding new segments or redefine the 
old segment. They design new products for the existing segments and the only change is that 
the new designs are attracting younger female buyers. This was not an intentional plan by 
Polaris Optic AB rather a spill-over effects that attract younger buyers. 
 

4.1.3 How Polaris Optic AB Segment the International Market 
 
The international market segment is similar to the Swedish segment, female around 35 years 
of age. The exception is Japan where they are much older, 55 years and upwards. The 
international process can be described as lucky, since Polaris Optic AB has not done an active 
strategy to go to the specific country. When Polaris Optic AB went to England, U.S.A. and 
Japan they were contacted by other people who wanted to sell their products. Polaris Optic 
AB had the option to say yes or no, meaning that their international process was based on 
coincidence rather than an active choice of country. 
 
Today Polaris Optic AB have started to be more active and starting to take control over the 
international process, meaning that they are actively looking and choosing countries. As 
Polaris Optic AB sells custom designed and exclusive rimless glasses that are expensive, it 
restricts them from choosing any country. The criteria Polaris Optic AB have set up for new 
international markets are: 
 

• Market size 
• Geographical closeness 
• Psychographic 
• Cultural closeness 
• Language 
• Political risk 

 
Market size means that they want a large part of the population to have high income; also 
there should be a large customer base. 
 
Geographical closeness is something they want so that it will be easier to communicate to the 
subsidiaries and forms of business partners meaning short travel times. 
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Cultural closeness means that the countries should be similar to Sweden in culture, design 
preferences and personal behaviors. Japan is the exception. 
 
Psychographic means that people are early adopters, aware of fashion, spend money on 
themselves and want to stand out from the crowd. 
 
Language is easier to understand if everyone involved speaks good English, so they can 
communicate. This is an important criterion for Polaris Optic AB; they cannot have people 
translating for them since it is time consuming and makes things more difficult. 
 
Political risk is something Polaris Optic AB takes into consideration. Besides general 
recommendation from foreign ministry, they also take monetary risk into consideration and 
market stability. This is why they do not conduct business in Russia and the Baltic states. 
 
The main product is designed for female consumers, therefore as previous stated women 35 
and upwards is their main target market. This is the same target as in Sweden except for Japan 
who has an older target market. Many of Polaris Optic AB customers are aware of fashion. 
Polaris Optic AB also looks at early adopters such as how fast a new trend gets wide spread in 
market when choosing a new market. The segments chosen by Polaris Optic AB are roughly 
the same as in Sweden and this they find out by reading statistics and other sources of 
information. 
 
In U.S.A. Polaris Optic AB have an agent selling for them and the agent have the control over 
which segments he wants to sell to. In Japan Polaris Optic AB have a partnership with a large 
retail chain, this retail chain also chooses target market and make the segmentation in Japan. 
However, Polaris Optic AB designs glasses for the very special preferences Japanese 
customers have, therefore Polaris Optic AB also have a Japanese designer to make sure that it 
is what the customers want. 
 
In the interview conducted with Gunnar Pettersson, he stated that they have not been doing an 
active international segmentation previously; they went wherever someone asked them if they 
wanted to start up selling a specific in country. Gunnar Pettersson said “if someone in Poland 
wanted to buy our products, we said Poland why not we have never been there before”. This 
has been a managerial problem rather than lack of resources. Nowadays Polaris Optic AB has 
started a more serious market research by looking at statistics and also buying information 
from firms specialized in statistical information, all of this is to minimize risk when making 
their decisions to enter a new market. 
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5 Data Analysis 
 
In previous chapter our empirical data from our interview of a small firm was presented. In 
this chapter we will analyze the empirical data and compare it to our theoretical framework 
that is presented in our frame of reference. 
 

5.1 Analysis of Polaris Optic AB 

5.1.1 The Internationalization Process for a Small Exporting Company and 
Macro Segmentation  
 
The decision to go international is often based in several steps. The planning stages vary 
depending on size of the company and their recourses. There are theories that deal with the 
planning process of internationalization. According to Armstrong (1999), Jobber (1998) and 
Root (1987) there are several steps to take and criteria to fulfill before going international. 
These concepts work both for large and small companies. At Polaris Optic AB the decision to 
go international was a personal goal of Staffan Preutz and driven by the fact that market size 
in Sweden was too small for his products. The approach at Polaris Optic AB to the 
internationalization process does not correspond with the author Armstrong (1999) that states 
that you should analyze opportunities in the international market before making the decision, 
according to Jobber (1998) a company should also decide whether to go international and 
finally according to Root (1987) a company should chose target market(s)/product(s) before 
going international. 
 
Hollensen, (1998), Daniels et al, (2001) and Doole et al, (1999) explain that the first step is to 
compare countries and this is done by using broad variables and weeding out options. 
Scanning is used to avoid missing opportunities and also to avoid spending too many 
resources on examining all possibilities. This is not conducted by Polaris Optic AB as 
explained by Gunnar Petterssson who stated “if someone in Poland wanted to buy our 
products, we said Poland why not we have never been there before”. This has been the 
practice before at Polaris Optic AB. 
 
Polaris Optic AB is internationally situated in large markets such as Japan, U.S.A. England 
and Australia. This however was not an active choice from Polaris Optic AB side, it was by 
fluke, as they where approached by others who wanted to sell Polaris Optic AB products 
abroad. According to Daniels et al, (2001) market size is of great importance and companies 
should try to consider market size as an important factor in the selection process. This was not 
the practice of Polaris Optic AB at the time they became international. 
 
The concept of country similarity theory is presented by (Johanson & Vahle, 1977). They 
state that three criteria’s can be described when a SME enter a new market. 
 

• Low psychic distance: low uncertainty about foreign markets and low perceived 
difficultly of retrieving information about them. 

 
• Low cultural distance: low perceived differences between the home and the 

destination country. 
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• Low geographic distance. 
 
This is partly true concerning Polaris Optic AB as they have easy communications and 
therefore similar cultural preference. This is not the case with Japan as Polaris Optic AB did 
not choose Japan as a market actively because they where approached by a Japanese 
businessman who wanted to sell their products. 
 
Polaris Optic AB have indirectly used STEP by Brassington et al, (2000), SLEPT by Doole, 
(1999) and PES by Hollensen, (1998) taking factors into consideration when going 
internationally. They did not conduct any deeper research on the market opportunities. Polaris 
Optic AB based much of their internationalization process on personal contacts and gut 
feelings. 
 
Polaris Optic AB has adopted the Swedish segments to their international market. This is 
called Analogy estimation techniques and is used when there is a lack of market data in a 
particular country. Here an existing market is used to make an estimation of the market 
potential in a new market and the same segments are used. (Doole et al, 1999) 
 
According to Gunnar Pettersson, Polaris Optic AB has now started to take a more active 
approach to international markets and segmentations. He explains that they now research their 
markets and they also buy material from companies that handle statistical data, all these 
efforts are directed to improve the decision basis for new markets according to Gunnar 
Pettersson. Polaris Optic AB also has set up criteria such as market size, geographical 
closeness, psychographic and language, political risk. They are also trying to promote their 
products through product placement in order to attract younger and more fashion aware 
customers especially considering the SP product in US market. These actions are more in line 
with all the theories that are presented in our theoretical frame work. This new situation at 
Polaris Optic AB has not yet been fully implemented but is an ongoing process. However, 
Gunnar Pettersson stressed that Polaris Optic AB did not lack the resources to improve the 
market segmentation, but it was rather a managerial decision.  
 

5.1.2 Consumer/Micro Segmentation 
 
According to Export manager Gunnar Pettersson the segmentation of the domestic/micro 
market was based on the CEO’s (Staffan Preutz) long experience of the retail business of eye 
wear. He combined his experience of the market and his network of connections to launch a 
new product. Staffan Preutz had decided the segment out of experience based on customer 
relations through different channels, such as retailers, suppliers, trade fairs and consumers.  
 
Staffan Preutz approach on how to segment the micro market corresponded in part with our 
theoretical framework. Staffan Preutz segmented his product to female and also to a specific 
age group. This corresponds with Hollensen’s, (1998) theories on demographic and 
Brassington et al, (2000) and Kotler, (1998) theories on multivariable, which states that more 
than two variables are used together. 
 
However, a study done to find out detailed data on the target segment was never carried out 
by Polaris Optic AB and this does not correspond with Root, (1987), Brown & McDonald 
(referred to in Doole & Lowe, 1999). They explain that the process of segmentation needs 
good information, evaluations, control and monitoring systems to define and verify the target 



 32

segment. However, the CEO Staffan Preutz had large informal information of the market, but 
we could not verify this by the data collection at Polaris Optic AB. 
 
Gunnar Pettersson explained that Polaris Optic AB do not segment the Swedish market 
nowadays and are content with the current market segments. Polaris Optic AB designs new 
products and offer them to the current segment. This does not correspond to the theories on 
loyalty by Wind, (1982), where he states that a company should profile loyal and switcher 
customers. Furthermore Polaris Optic AB does not continue to study their segments. This 
does not correspond to theories by Denny, (1998) and Wind, (1982). A simple combination of 
usage rate and loyalty is starting to make a difference to the organizational marketing strategy. 
For instance a large group of heavy users who also are brand switchers can with a heavily 
designed marketing mix be turned to be loyal to another brand. (Denny, 1998) 
 

5.1.3 Theories on Collection of Data as Basis for Market Segmentation 
 
The data collection fits with the theories given by Moore, (2000) such as interviews and 
experiment, trade fair is a sort of experiment. According to Gunnar Pettersson the main source 
of data comes from trade shows and network connection with retailers and through 
interviewing customers. These channels of gathering of data are suggested by Moore (2000). 
However, the problem concerning the data presented by Daniels et al, (2001) is not a major 
issue for Polaris Optic AB. Gunnar Pettersson describes that they look at data of new markets 
at Polaris Optic AB; however, most decisions are based on gut feelings and personal 
chemistry between Polaris Optic AB and future business partners. The concept of 
comparability and reliability, inaccuracies are not too any extend a major problem for Polaris 
Optic AB due to the fact that they have an unorthodox approach to data. 
 
Gunnar Pettersson describe that the situation is changing on how they are collecting data. The 
new approach is more in line with theories; however, they do not extend to a full scale of data 
gathering and analysis such as Hollensen, (1998) and Goodnow & Hans (referred to in Doole 
et al, 1999) theories on BERI and Temperature Gradient. Polaris Optic AB is buying statically 
data on markets from firms that specialize in that area and they are also personally gathering 
data by visiting their markets. 
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6 Conclusion 
 
In this the final chapter we will present our findings and conclusions based on our analysis of 
theories and personal interview with Gunnar Pettersson at Polaris Optic AB. By comparing 
theories with reality we hoped to clarify how small exporting firms in Norrbotten go about 
segmenting domestically and internationally. Since we only conducted one case study we 
cannot draw any general conclusions, only provide an insight on how it is carried out. We 
will also present implications for management, theory and further research. 
 

6.1 How does a Small Exporting Firm Segment its Domestic Market 
– Research Question One 
 
After the analysis of Polaris Optic AB on their domestic segmentation we found out that they 
have a clear picture of their domestic segment. However, the segmentation is static and 
unchanged. Due to that they do not analyze and evaluate their current segment in order to 
update it, and also no new segments are developed. Furthermore, the segmentation is 
currently wider in the age span and this is according to Gunnar Pettersson because their 
models design has become more fashionable with the current trend.  
 
These facts lead us to draw the conclusion that a small exporting firm does not always update 
their market information as long as it works. That is, they have a clear understanding on who 
are buying their products however; they do not have an in-depth understanding of their 
segment on why the consumer buys their products rather then the competitor’s products.  
 
When it comes to the collection of data as a basis for the segmentation process we cannot 
draw any general conclusions, because the domestic segmentation took place more than 20 
years ago and it is hard to get the correct data. However, we can draw the conclusion that 
some sort of data was collected and analyzed by Staffan Preutz. The theoretical frame work 
does not fit with Polaris Optic AB domestic segmentation in the late 1970’s; by this we mean 
that Staffan Preutz gathered data and analyzed it through his experience in the business. 
 
The conclusions on data collection as basis for market segmentation are that small companies 
conducted it in a simplified way based on experience. Another conclusion is that the more 
experience one has, lesser the risk involved in the data collection. 
 
Small exporting firms segment their domestic markets in different ways and uses varied 
approaches on how to conduct their data collection. In our case study we found that the 
answer to the research question is that their segmentation of the domestic market is based on 
experience and lack updating. We found that the 4P’s (Product, Price, Place and Promotion) 
controls or automatically segments the market. Our findings and conclusion summarized: 
 

• No continuous market segmentation. 
• Experience as way of colleting data on the market segments. 
• The more experience, lesser the risk in the data collecting process. 
• 4P’s automatically segments the market. 
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6.2 How does a Small Exporting Firm Segment its International 
Markets - Research Question Two 
 
After the analysis of the international segmentation at Polaris Optic AB we found that they 
had a string of great opportunities when concerning international markets. Their first 
international segmentation was done by an aquatint that wanted to open subsidiaries in 
England. Secondly their efforts in Japan were based on a fluke, which lead to a joint 
partnership with a Japanese retail chain. The same approach was used in the USA; they were 
contacted by a private investor, who wanted to sell their products and this led to the 
establishment of an agent in USA. Polaris Optic AB is, with exception of Japan, seeking 
similar countries to operate in when going international. Polaris Optic AB has also come to 
the understanding that they need to change their approach to market strategies. 
 
From that we draw the conclusion that small firms can be inactive in their macro 
segmentation. Another conclusion is that small firms are changing from an inactive to a more 
active approach. We also draw the conclusion that small export firms are seeking similar 
countries when enter international markets.  
 
When it comes to consumer/micro segments internationally we came to the conclusion that 
small exporting firms does not choose their segments, it was rather done by the 4P’s (Product, 
Price, Place and Promotion) automatically Another conclusion is that the international 
partners, subsidiaries and agents conduct their own consumer/micro segmentation. This leads 
to that small exporting firms does not have to allocate large resources to international 
segmentation. Small exporting firm also use Analog estimation (implementing the domestic 
segment internationally). 
 
Data collection internationally is similar to the method used domestically. Small exporting 
firms often lack experience on the international market and therefore let their international 
business partners conduct the data collection. Another option is to purchase prepackaged 
information. 
 
Small exports firms that segments internationally seems to adopt different ways and they 
sometimes correlates with academic theories. In our case we found that Polaris Optic AB have 
some unorthodox approach to the whole international markets, both in terms of their 
internationalization process and on how they segment their consumer markets international. 
However, sometimes it is not the lack of resources, rather a managerial decision that affect the 
level of market segmentation. One of our conclusions is that the segmentation is done by their 
agents/subsidiaries, this is in our view based on that a small company lack the resources to 
operate a selling unit abroad. The summery of the conclusion is as follows: 
 

• Changing approach to from inactive to active in macro segmentation 
• 4P’s conduct segmentation automatically. 
• Delegation or purchase of data collection. 
• Managerial decisions affect the level of market segmentation. 
• Analog estimation is used when segmenting internationally. 
• Similar countries are chosen when macro segmenting. 
• Customer segmentation is done by their international business partners. 
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6.3 Implications 
 
Here we will give some implications for management, theory and finally further research. 
 

6.3.1 Implications for Management 
 
After we have studied segmentation used by small companies, we have a few 
recommendations we would like to share to the management at the company we investigated. 
The limitation on our recommendation is based on that we have only studied one case and 
therefore we are bound to give recommendations concerning our case study and no general 
recommendations.  
 
As rimless glasses are becoming increasingly popular and Polaris Optic AB has large 
experience in the business segment, they now have excellent opportunity of building larger 
customer base by expending the segments their selling to. The study of brand switchers is an 
excellent way to find a clear target group for a specially design market effort. Furthermore an 
in depth understanding on their current segment can give an advantage in their market 
operations, which is to understand why they have chosen Polaris Optic AB instead of 
knowing who have chosen their products. This in-depth knowledge can help to understand 
customer values and doing so increases their brand loyalty. Trying to gain new segments is 
another way to increase the sales volume, for instance male and also younger people are 
possible segments. 
 
The current undergoing process of improving the market knowledge by a more structured 
approach to market research, segmentation on macro and micro level. This process described 
by Gunnar Pettersson is more in line with theories concerning segmentation and we strongly 
recommend that they continue to pursue these concepts in order to reduce risk in their market 
operations. 
 

6.3.2 Implications for Theory 
 
The purpose of this thesis was to gain a better understanding of the practice of market 
segmentation by small firms in their international market as apposed to their domestic market. 
We have therefore described how a small exporting firm segments its domestic market and 
how a small exporting firm does segment its international markets. Also we have made use of 
how a small exporting firm makes use of information and market research for their 
segmentation, both domestically and internationally. 
 
We have provided theories and empirical data gathered through a personal interview with a 
small Swedish exporting company located in Norrbotten. Theories concerning segmentation 
for small firms are not sufficient; we hope this thesis will give some insight to the 
segmentation process for small companies. It is important to understand that our findings are 
foremost applied to the company investigated.  
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6.3.3 Implications for Further Research 
 
During these ten weeks we have investigated segmentation practiced by small exporting 
firms, we have also realized the need for further research in certain areas such as: 
 

• Investigations of many SMEs practice of segmentation. 
• Segmentation as a part of the 4P’s. 
• What are the core factors when selecting a new market? 
• Is segmentation needed if the product has some unique features? 
• What is the correlation between brand building and segmentation? 
• Segments as a motive for internationalization. 
• In-depth investigation of the dangers of segmentation. 
• How widely used Analog estimation is used by SMEs going international. 
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Appendix 
 
Interview Guide 
 
General information: 
 
-Which are the company’s main products? 
-What type of industry does the company belong to? 
-When was the company founded? 
-Who owns the company? 
-Where is the company located? 
-How many employees have the company? 
-How large is the company’s turnover? 
-Does the company sell to consumer and/or companies? 
-Which are the competitors in Sweden? 
-In which countries does the company operate in? 
-How did the company become international? 
-When did the company first go international? 
-Why did the company go international? 
-Did the company enter one or several markets at once? 
-How large is the international customer base? 
-How large percent of turnovers come from international customer? 
-Do you segment your markets? 
-What kind of entry modes does the company use? 
 
RQ 1 How does a small exporting firm segment its domestic market? 
 
-Which are the company’s segments domestically? 
-Does the company have the same segment internationally as in Sweden? 
   -If not, what is the difference? 
-Why have the company chosen these segments? 
-How did the company go about to select these segments? 
   -If and how the company use piggy backing in their segmentation? 
-Does the company segment the markets them self or do they use consultants? 
   -If so explain. 
-What type of data does the company use in the segmentation process? 
-How does the data collection method look like domestically and internationally? 
 
RQ 2 How does a small exporting firm segment its international markets? 

 
-Which are the segments internationally? 
-What are the objectives of international market segmentation? 
-What criteria’s does the company have for the countries? 
-What criteria’s does the company have for the markets in these countries? 
-How do these effect decision? 

• Red tape? 
• Risk = reward? 
• Currency-risk



• Social/cultural? 
• Competition 
• Political risk? 
• Market size? 
• Country similarity? 
• Data reliability? 

 
-Why does the company segment their markets? 
-What motives did the company have with the international venture? 
-Did the company have a chosen target market before data collection and segmentation? 
-Did the company change target market after data collection and before segmentation? 
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