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Abstract: 
Improvement in communication, faster travel and lower tariff barriers as well as other 
drivers of globalization have made foreign markets more accessible  to smaller 
companies and have provided more opportunities for SMEs to go international. A major 
decision in SMEs’ internationalization is that of foreign market entry mode selection.The 
consequences of the entry mode choice can have strong effects on the success of the firm. 
For instance an insufficient entry mode can reduce opportunities and limit important 
options open for the firm and could lead to high financial losses as well as loss of control 
of the foreign market. The purpose of this study is to provide a deeper understanding of 
the factors that influence SMEs’ choice of foreign market entry mode. Two research 
questions regarding how the market entry mode is influenced by external and internal 
factors were developed. A literature review led to the construction of a conceptual 
framework which in turn became the basis of data collection. Two qualitative case studies 
of two Swedish SMEs namely Plannja and Minelco were undertaken. The main findings 
show the clear connection between what existing theories claim to be the internal and 
existing factors influencing market entry selection by SMEs. However the study’s 
findings at times weaken the existing theory, i.e. when external factors such as image 
support requirement do not influence the SMEs choice of entry mode or when internal 
factors such as profit target do not influenc SMEs’ choice of entry mode.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

Sammanfattning: 
Förbättringar inom kommunikation, snabbare förflyttningar, samt färre skatte barriärer 
har gjort utländska marknader mer åtkomliga för små företag vilket har lett till att allt fler 
SMEs internationaliseras på grund utav de nya möjligheterna som uppstått i samband 
med globaliseringen. Ett viktigt beslut som SMEs har att göra med är val av 
inträdesmetod. Konsekvenserna som uppstår i samband med val av inträdesmetod kan 
också ha en stark påverkan på företagets överlevnad. Till exempel så kan valet av en 
olämplig inträdesmetod minimera företagets möjligheter samt begränsa viktiga alternativ 
samtidigt som det också kan leda till höga finansiella förluster samt förlorad kontroll på 
den utländska markanden. Syftet med denna studie är att tillhandahålla djupare förståelse 
angående de faktorer som påverkar SMEs val av inträdesmetod på de främmande 
marknaderna. För att uppnå syftet med den här studien, så har två stycken 
forskningsfrågor som är relaterade till hur företags val av inträdesmetod påverkas av 
externa samt interna faktorer presenterats. En litteratur studie har genomförts baserad på 
forskningsfrågorna, som har lett till ett teoretiskt teoretiskt ramverk. Detta ramverk utgör 
fundamentet för datainsamlingen. När forskaren har samlat in data har två kvalitativa fall 
studier i form av intervjuer genomförts med två stycken svenska SMEs vid namnen 
Plannja och Minelco. Den främsta upptäckten som denna studie har kunnat påvisa är det 
klara sambandet mellan vad som enligt forskare påverkar företags val av inträdesmetod 
samt vad empirin har sagt angående interna och externa faktorers påverkan på företags 
val av inträdesmetod. Men ibland så har forskarens upptäckter försvagat trovärdigheten 
hos existerade teorier eftersom att forskaren i sin  forskning kommit fram till att externa 
faktorer som tex, behovet av image stöd  inte påverkar SMEs val av inträdesmetod och 
forskaren även kommit fram till att vinst mål inte är en intern faktor som påverkar 
företags val av inträdesmetod. 
 



 

1 

 

1. Introduction 

This chapter will first present a background to the area of research. And is followed by a 
problem discussion. Which in turn will be the base for the development of an overall 
research purpose and research questions. 

 1.1 Background 
Globalization of business:  
According to Czinkota & Ronkainen (2007) trade was in earlier centuries conducted 
internationally but never before had it have the same influence on nations, firms and 
individuals like it has today. The world trade in merchandise have grown from 6.2 trillion 
dollars in year of 2000 to over 9 trillion dollars in 2005.Research shows that global level 
of trade has usually outperformed the growth level in domestic economies. Therefore 
countries and companies have been very interested in taking a place in the international 
marketing. The improvements and development in technology have given businesses 
unique opportunities, there are also possibilities created by the internet to both supply and 
receive products from across the world. Participation in the international marketplace can 
be rewarding and way to success for both companies and employees. Companies that 
export for instance grows faster are more productive and their employees earn more.   
Osland et al (2001) state that the very fast globalization of businesses in the last decades 
has driven an increasing number of firms including, small and medium sized companies 
(SMEs) to develop entry strategies and to expand to market overseas. To changing 
markets in Asia and Latin America as well as static markets in North America, Europe 
and Japan . When a company has decided to enter or expand overseas it must decide the 
organizational nature of its operations in that foreign country. Zhang et al (2007) discuss 
this area and state, that the choice of entry mode is perceived as a "frontier issue" in 
international business as well as crucial strategic decision from a multinational 
corporation’s perspective in the international expansion process. 
 
Internationalization of the firm: 
Axinn (2002) states that firms nowadays are internationalizing much more than before, 
they are also internationalizing faster than ever. Therefore, theories regarding 
internationalization that give practical mentoring is more critical than it have been in 
history. The different phases of a companies internationalization has been discussed in 
six stages by Kotler & Armstrong (2001): (1) Looking at the global environment (2) 
Deciding whether to go international or not. (3) Deciding which markets to enter, (4) 
Deciding how to enter the market, (5) Deciding on global marketing programs, and (6) 
deciding on a global marketing organization. First and foremost before taking the 
decision whether to conduct business internationally a company must deeply understand 
the international marketing environment. Secondly the company must compare several 
risks and respond to many questions about its capability to operate globally. Thirdly the 
firm has to decide regarding its international marketing objectives and policies. The 
company also needs to decide how many countries it wants to market in .From there the 
company need do decide on what type of countries to enter, after presenting possible 
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international markets, the company must screen and rank all of them. Fourthly when a 
company has decided to sell in a foreign country, it have to decide on the most 
appropriate mode of entry,  for instance  different entry modes could be  exporting, joint 
venture and direct investment. The fifth stage is to decide on to what extent the 
companies should adapt their marketing mixes to local preferences, or whether to use a 
standardized or an adapted marketing mix. The final stage in the internationalization 
process of companies is deciding on the global marketing organization; firms use to 
organize their international marketing operations in three different ways. Most of the 
companies begin with organizing an export department then create an international 
division and at the end become a global organization (ibid). 
 
However the internationalization process could also be described in another way, Valerie 
et al (1998) mention several researchers perspective on the   internationalization process, 
from that initial interest are shown until a complete international operation. According to 
Leblanc (1994) quoted by Valerie et al (1998) there is a three stage process that starts 
with “first landing”, “going native” and “integration”. Edvardssson et al (1993) mention 
four stages, “prospecting”, “ introduction” “ consolidation” and “reorientation”. However 
Dudley & Martin (1993) refer to five stages , introduction phase of export or licensing 
agreement, “colonization” through distributors, branch offices or subsidiaries, 
“Unification” with more strict and regulated central control and establishment of global 
objectives leading to “ rationalization” where business is restructured into business units 
for management and the final stage is “strategy maintenance” which includes control and 
regulations of strategic resources at the spot  but where there is a flexibility regarding 
local pressures , precut adaptation as well as motivation of local employees quoted by 
(Valerie et al 1998).  

An alternative framework for firm internationalization is presented by Wheeler et al 
(1996), by focusing on the appearance of the multinational corporation (MNC), he 
suggests an internationalization process which develops in four stages according to an 
establishment chain: no regular export activities; exports via agents; exports via sales 
subsidiary; and production via foreign subsidiary. According to this model, the firm 
should  make further additional resource commitments as it got experience from recent 
activities; the stages shows possible pointers of the operation of the process model. As 
quoted by Wheeler et al (1996), Johanson & Valhne (1990) mention that the 
internationalization process, once it has started, have a tendency to continue despite the 
consequences of whether strategic decisions in that direction are made or not one can 
compare the internalization/ transaction cost and internationalization model, there is a 
significant difference between the assumption of logical decision making in the former 
and the behavioral responses to uncertainty avoidance in the latter. The serious factors in 
the internationalization model are insufficient knowledge of the foreign market and the 
lack of established relationships to customers and other parties. It is discussed that unless 
these limitations are included in an estimation of internalization costs and benefits, the 
internalization cost model cannot explain the changes in mode which are demonstrated by 
the internationalization model. Even when transaction costs are high in the beginning of 
the internationalization process, the company could be resisting moving beyond 
arrangements because of lack of knowledge of the market and network relationships.  
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Bradley (2005) discusses the two main reasons that explain why firms enter international 
markets.  He states that they do it mainly to source components more efficiently than at 
home and to enter new emerging product markets that hold more promise than the 
domestic market. 
 
Firm’s selection of foreign market entry mode: 
Ekeledo (2004) presents and discusses what an entry mode is and why it is important to 
understand how entry modes work. An entry mode is an institutional arrangement that a 
firm uses to market its product in a foreign market in the first three to five years. This is 
also seen as the time it usually takes for a firm to fully enter a foreign market (Root 1994) 
the choice of entry mode in foreign market can affect whether the firm goes successfully 
or not. The consequences from the choice of entry mode can also have strong effect on 
the survival of the firm. For instance an insufficient entry mode can minimize 
opportunities and limit important options open for the firm and could lead to high 
financial losses as well as loss of control of the foreign market. 
 
Root (1994) discusses entry strategies from a detailed and analytical perspective: an entry 
strategy for international markets is a broad plan. It decides the objectives, goals 
resources and policies that will show the path companies in international business 
operations should choose to reach sustainable growth in world markets.  For the domestic 
company that is already placed in the country that contains its market the question of 
entry mode as separated from market entry basically does not come up. In dissimilarity 
the international company starts standing outside both the foreign country and the market 
it contains, and has to find a way to enter the country and the market. 
 
Common used entry mode alternatives include exporting, licensing/franchising, joint 
ventures, and full ownership. Exporting is when a company sells its physical products 
which are manufactured outside the foreign country to the foreign country (Tallman & 
Shenkar, 1994). Licensing and franchising can be seen as arrangements that are non 
equity relations between an international company and a party in the host country in 
which technology or management systems are transferred to the host party (Shane, 1994). 
A joint venture is agreement between the international company and a host company 
where the firms share the ownership and control over the company. Full ownership is 
another entry mode where the company has full ownership of facilities in the host 
country, which means that the parent company has a full ownership of the equities in the 
foreign country. (Root, 1994). 
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1.2 Problem Discussion 
 
SMEs go international: 
De Burca et al (2004) state  that the improvement in  communication, faster  travel and 
lower tariff barriers have made foreign markets more reachable to small companies. From 
America to Germany small exporters are leading the way abroad. Exporters tend to fall 
into one of three categories. Some companies begin as exporters and that include many 
high technology firms. There are also others that become exporters over time by gaining 
experience and operate in their home market first and then after a while start looking 
towards international markets. These sorts of firms many times feel motivated to look to 
the international market because of a decline in the domestic market. Finally, many firms 
are supported to export by government agencies often before they are fully prepared.  
 
(Czinkota & Ronkainen (1998)  discuss how small and medium sized companies often 
pass through five stages: first they start with ignorance about foreign markets; then they 
become conscious of exports but still do nothing; next they send employees to 
conferences; in the fourth stage they select few test contacts and start to export. Only at 
the fifth stage, with export sales takes about sixth of the total sales, do they obtain an 
export state of mind. Modes of entry in a SME context is usually divided into the types 
that sell the product and those that aim to move know how to the host country.  

 
For a multinational corporation (or a company thinking of entry into the international 
arena) a, more particular set of strategic alternatives, often changing depending on the 
selected country focuses on several ways to enter a foreign market. Managers need to be 
aware of how potential new markets may best be dealt with by still considering the risks 
and the serious environmental factors associated with the specific entry strategy 
(Deresky, 2003). 
 
Taylor et al (2003) discus different entry modes he also explains the importance of the 
foreign market entry mode decision in a more detailed manner. Saying that entry modes 
such as exporting and licensing are connected to low degree of control over operations 
and marketing, and are at the same time vulnerable to lower levels of risk. In opposite to 
these entry modes, other entry modes such as joint venture and full ownership of facilities 
demands more control but are more risky.  
 
Thus, the entry mode chosen has great effect on the intensity of control that the MNC has 
over the company. Repeal and inappropriate entry mode can be very hard to change 
therefore it is important that the decision taken is deeply considered (ibid). 
 
However companies have different agendas when going international some have 
offensive agendas and other have got defensive. The danger of their own decreased 
competitiveness is one significant factor that pushes many large companies to create 
strategies of aggressive globalization. To stay competitive these companies try to in a 
rapid way to build powerful positions in key world markets (Deresky, 2003). 
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Koch (2001) states that the selection of overseas markets and entry modes is a very 
central part of any companies’ international strategy. The vitality of the relevant analysis, 
and of resulting decisions, grows with increasing dependence of companies on 
international business for survival and growth. An Increased intensity of competition 
would demand an improved quality of the overseas market and entry mode selection 
.Market entry strategies include decisions on: 

• the choice of a target product/market;  
• the objectives and goals in the target market;  
• the choice of an entry mode to penetrate the market;  
• the marketing plan to penetrate the market; and  
• the control system to monitor performance in the target market.      

 
Albaum et al (2005) discuss how the decision regarding what particular international 
marketing channel to use is a hard decision for the manufacturer. The fact that there are 
several types of international marketing organizations the many ways they could be 
related with each other  have resulted in different sort of alternatives marketing channel 
systems. The selection of entry mode can be based on any or both of the two broad 
approaches: through experience or through analysis. A company can through its own 
experience or through other firms decide that a specific entry mode is preferable for its 
product. in contradiction toward this  the same mode or any other may be reached after 
analyzing the marketing task, needs and buying habits of potential customers, and the 
competence of marketing organizations to perform different activities. No matter what 
sort of approach chosen the final result is based on needs and capabilities. Therefore the 
choice of entry mode depends on both internal and external factors. 
 
Yiu & Makino (2002) continues the discussion on entry modes and introduce an 
institutional perspective on foreign entry-mode choice. The institutional perspective 
presented by Yiu & Makino (2002) proposes that the choice of organizational structure 
can be seen as the outcome of organizational responses to pressures coming from a firm's 
external environment as well as its internal organizational practices and routines. 
However this theory is differing from he traditional view  that focus on economic 
foundations  for entry-mode choice decisions, the institutional theory claims  that firms 
choose organizational practices and structures such as entry mode depending on both 
external and internal factors. 

According to De Burca et al (2004) Internal factors shows how the characteristics of 
management as well as the characteristics of the company can affect on the decisions 
taken regarding the form of market entry and the form of expansion. According to 
Hollensen (2004) internal factors could be seen as the firm size, international experience 
and the product itself. 

He also states that factors external to the firm can influence the type of market entry 
which is most suitable for the firm in a given situation. Their role can bee perceived as 
either motivation or a barrier to international activities. The external factors consists of 



 

6 

the international nature and attractiveness of the product category, receipt of unsolicited 
export orders, turnarounds of periods between local and international market, the general 
potential of the chosen international market, government regulations and trade 
barriers(including embargoes and less clear barriers, such as on purpose administrative 
delays, local content requirements) and assistance presented by governments and other 
external stake holders in both the domestic and international markets. (Ibid) 

SMEs and entry mode selection: 
Thus, small and medium sized enterprises (SMEs) represent a significant part of 
International trade, and little is know about how they make international entry mode 
decisions therefore this is an interesting and relevant area to write a thesis on. Although 
many studies have already been made on internationalization of SMEs, including those 
concerning entry mode selection, there is room to undertake additional investigation in 
light of the variety of strategies and diverse industries within which SMEs operate. 

 

1.3 Purpose and Research Questions  
 
The purpose of this study is to provide a deeper understanding of the factors that 
influence SMEs choice of foreign market entry mode (MEMs).To this we address the 
following research questions: 
 
RQ1: How can the influence of external factors on the choice of market entry mode 
be described? 
 
RQ2: How can the influence of internal factors on the choice of market entry mode 
be described? 
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2. Literature review: 
In this chapter an overview of previous studies related to the research questions is 
presented. This chapter is going to review literature related to my first research question 
regarding how the influence of external factors on the choice of market entry mode can 
be described and to my second research question, discussing how internal factors can 
influence the choice of market entry mode. However the literature reviewed considering 
entry modes is many times by researchers not distinguished between MNCs and SMEs, 
therefore the entry modes discussed in this chapter can be applied on both MNCs and 
SMEs .  Finally a conceptual framework is presented.   
 
2.1 External Factors influencing the choice of entr y mode: 
 

2.1.1 Root on Designing Entry Strategies for Intern ational Markets (1994) 
According to Root (1994) when a company select entry mode for a given product/target 
country is the outcome of several contradictory forces. Several external factors that affect 
the choice of entry mode will be reviewed. 
 
External factors: 
Market, production and environmental factors in any market can seldom be influenced by 
management decisions. They are seen as external to the company and should bee seen as 
factors that affect the entry mode decision. No separate external factor have curial 
influence on the entry mode choice of companies, one can say that there is several 
external factors that influence the choice of entry mode (ibid). 
 
Target country market factors: 
The size of the target country market is of significant influence on the entry mode. Where 
there is small markets entry modes that have low break even sales volumes (indirect and 
agent/distributor exporting, licensing and some contractual arrangements). On the 
opposite there are markets with high sales potentials fit with entry modes which have 
high break even sales volumes (branch, subsidiary, exporting and equity investment in 
local production) (ibid). 
 
Another perspective regarding the target market is the competitive structure, open free 
markets (atomistic) wit several none dominant competitors to oligopolistic where there is 
few dominant parties and monopolistic where there is only one dominant part. Atomistic 
markets seems to be encouraging for choosing exports as an entry mode compared to 
both oligopolistic and monopolistic markets, because these markets demands entry 
through equity investment in production to be able to compete against dominant 
companies. In countries where the competition is seen as too strong for choosing equity 
and export modes companies can instead start to work with contractual modes such as 
licensing.(ibid) 
 
There is also another aspect of the target country that is the quality and accessibility of 
the local marketing infrastructure. When for example skilled local agents and distributors 
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are cooperating with other firms or if they do not exist at all, then the exporting company 
has to reach the market through a branch / subsidiary entry mode (ibid).  
 
Target country production factors: 
Root (1994) refers to how entry modes are affected by production factors such as quality, 
quantity and cost of raw materials, labor, energy and production factors in the targeted 
country, and he also takes the discussion further mentioning how quality and cost of the 
economic infrastructure(transportation, communications , port facilities etc )  can affect 
when selecting mode of entry. 
 
Target country environmental factors: 
Environmental factors such as the economical, political and socio cultural of the targeted 
country can affect the selection of entry mode. The most important factors seem to be 
government policies and regulations. Defensive import regulations could be seen in form 
of high tariffs and strictly regulated quotas, these regulations complicates an export entry 
mode, and forces the companies to evaluate and find other entry alternatives. Root (1994) 
states a real life example saying that different Japanese automobile companies 
manufacture their cars in USA instead of exporting them, because of the US import 
restrictions. In the same way as the defensive import restricting countries some time put 
restrictions on foreign investment and that lead to less equity investments, and may 
discourage sole ventures and instead encourage joint ventures or acquisitions in stead of 
new establishments. In contradiction with this some target countries supports foreign 
direct investments by providing tax holidays. 
 
Geographical distance is also an environmental factor that affects companies’ choice of 
entry mode. When the geographical distance is very long, costs of transportation becomes 
an obstacle when trying to compete against local competitors. The high transportation 
cost therefore makes it harder to entry the foreign market through exporting. An 
alternative way for the exporting company could be to start up an assembly operation in 
the targeted country and that is a smooth change to the investment entry mode. 
 
Different factors of the targeted countries economy such as: size of the economy, its 
absolute level of performance as well as the relative importance of its economic sectors, 
refers to the market size for a companies product in the target country, may affect the 
selection of entry mode. The dynamism of the foreign countries economy also affects the 
choice of entry mode. Root (1994) explains the dynamism of an economy as for instance: 
the rate of investment, the growth rate off gross domestic product and personal income, 
changes in employment. In economies where dynamism is considered high it is 
appropriate to use high break even point even when the actual market size is below the 
break even point. 
 
The target countries external economic relations: the direction composition and value of 
exports and imports, the balance of payments, the debt service burden, exchange 
behavior. Great and remarkable changes from only one party in an external economic 
relationship could show that possible changes in the government policies regarding trade 
and international payments are coming. A worsening balance of a countries payment 
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often leads to import and/or payment quotas. And/or devaluation of the exchange rate. 
All this dynamism will affect he mode of entry. Thus , quotas and restrictions on imports 
affect the exporting entry mode and when the exchange rate depreciate it tries to 
discourage export entry and supporting equity investment entry. 
 
 
Socio cultural factors in general and cultural distance in particular are an other external 
factor that affects companies’ choice of entry mode. The cultural distance could be very 
long: values language, social structure and ways of life differ between the targeted 
country and the home country. This makes international mangers to ignore the target 
country and their capacity to mange production operations there. When the cultural 
distance is far non equity entry modes are preferred because the company does not want 
to limit its dedication. 
 
Home country factors: 
Factors in the companies home country such as market production and environmental 
factors also affect the companies’ choice of entry mode. Companies in countries that have 
small domestic markets are more likely to export products and through that way optimize 
there size. The competitive structure in the home market have an significant influence on 
the entry mode choice, for example companies in oligopolistic industries many times 
choose the an entry mode depending on what the competitors have chosen. However 
companies in atomistic markets tend to use exporting and licensing as entry modes. When 
production cost is higher in the home country than in the targeted country there is support 
for entry modes with local production, for example licensing, contract manufacture and 
investment. Another factor is the home country government’s attitude on the topic of 
exporting and foreign investments conducted by domestic companies. The home 
governments do in some cases offers tax incentives to encourage exporting and 
simultaneously are against or neutral on foreign investments, then its policy is biased in 
favor of exporting and licensing or other contractual modes of foreign market entry. 

2.1.2 Koch on Factors Influencing Market and Entry Mode Selection (2001) 
There are several external factors that influence companies’ market and entry mode 
selection.  
 
Characteristics of the overseas country business environment:  
While the features of foreign countries business environments in most cases are very easy 
to reach nowadays, information regarding particular industries or companies is often very 
hard to gain. However the information could be subjective, when searching for up to date 
and absolute information that is seen as sensitive and are most times sold relatively 
costly. 

Similarity and volatility of general business regulation/practices, business infrastructure 
and encouraging industries stage of development, forms, scope and intensity of 
competition, customer sophistication and customer protection legislation are some of the 
features that would normally draw the interest of potential entrants into a foreign market. 
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Market barriers:  
Some of the barriers that can make entrance to foreign markets more complicated are: 

• tariff barriers; 
• governmental regulations; 
• distribution access; 
• natural barriers (market success and customer allegiances); 
• advanced versus developing countries; 
• exit barriers. 

Industry feasibility/viability of entry modes: 
In some countries there are entry modes that according to law are forbidden such entry 
modes could be fully owned subsidiaries, as well as international joint ventures. This way 
of leaving out some entry modes often include selected industries that the state has 
strategic interests in. There are also entry modes such as licensing for example that could 
risk to expose the companies know how, and especially when the countries are not a 
follower of international conventions related to this issue. Some countries uses barriers: 
restrictive labor regulation, cost of labor, insufficient level of skill, and this may frighten 
a company to set up a subsidiary or a joint venture operation in the foreign market. There 
are also countries that favor companies that invest in foreign subsidiaries, through 
taxation treatment. This leads to save the company money on paying custom duties.  Due 
to the fact that different entry modes have particular risks and costs and that they have 
different  sales potentials, some mode s of entry will be more appropriate than others in 
given situations.   
 
Popularity of individual entry modes in the overseas market: 
Some country markets confirm that there is a great popularity for specific entry modes in 
specific industries. The new potential entrant’s choice of entry mode will be affected by 
the experience, degree of success of the previous entrants and the expected product 
market situation. In many cases , when there is a positive experience in a specific entry 
mode and when there also is expectations on increased demand and there is a stable 
business environment it will encourage the entry mode most popular over there. How 
ever companies that have positive experiences in other entry methods in other markets 
may be curious  trying an alterative to the mode of entry common in the new market, if 
that would improve strategy match. 
 
Market growth rate: 
Since market growth has been used as a criterion when selecting market entry’s, market 
growth is expected to have a crucial role. When a market  have a high growth  and if this 
market growth rate does not seem to be consistent for several years , the company have to 
take the opportunity as quick as possible and use indirect or direct exporting. If demand 
in market overseas is expected to be very large but only in some years setting up an own 
manufacturing/marketing subsidiaries may be a proper way. 
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Image support requirements:  
There are industries that demand companies that want to build and keep an image of a 
leading global supplier have to be present in leading markets. Companies may license 
their new discovery to enlarge their position as a global supplier of newest technology 
and affect relevant industry standards. They also try to maintain the same standard after 
the sale, which may lead to the preference of modes which facilitate the achievement of 
this objective by setting high control over distribution and service network. Image 
support requirements can bee perceived as unspecific meaning that the company has to 
deal with several company strategies and their perspectives. 
 
Global management efficiency requirements:  
Rising interest in international business increase the consciousness of the limitations of 
the company’s resources and it is just a matter of time before it results in a re-definition 
of the company’s global strategy.  Some companies choose a spread, multinational mode 
of operation as  the answer, for others , the standardized, global approach may turn out to 
be more suitable, seen from a  strategic efficiency point of view. Critical success factors 
and companies main capabilities must be studied to find the optimal organizational 
structure and strategy. Staying away from extreme diversity of the global market entry 
portfolio may be a good idea for most global companies. Possible economies of scale 
(and scope) that may come from that portfolio have to be inspected and organization 
structures and strategies of all competitors have to be taken into consideration. Slighter 
participation is necessary from the company headquarters but in some entry modes it may 
be another decision factor. 
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Figure 2.1 Adapted from Koch (2001) showing external, internal and mixed factors that 
influences companies’ choice of entry mode. This study will only focus on the external 
and internal factors.  

2.1.3  Hollensen on some approaches to the choice o f entry mode (2004) 
This study conducted by Hollensen (2004) states that when companies choose entry 
modes for given products/targets it is the outcome of several forces in conflict. The entry 
mode process is complex due to the need to anticipate strengths and directions of the 
conflicting forces with different tradeoffs among optional entry modes. The external 
factors which are presented by Hollensen (2004) are more in detail explained below. 
 
Socio cultural distance between home country and host country: 
Countries which are socio culturally close have the same sort of norms in business and 
industries, the same or close languages and close educational levels and cultural 
characteristics. Socio cultural distance between a firm’s home and the foreign country 
creates uncertainties for the firm which led to influences on the selection process of 
choice of entry mode. When the cultural distance is very far between two countries most 
probably a company will avoid to use to use entry modes such as direct investment and 
joint ventures. These entry modes make it very hard for a company to exit the foreign 
market, if they would face any problems regarding the cultural distance. Finally when the 
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cultural gap between countries is large firms they will try to use entry modes with low 
resource commitment and high flexibility. 
 
Country risk/demand uncertainty: 
Often foreign markets are seen as more risky than domestic markets, the level of risk the 
company is exposed to is a function of the market itself as well as both of its method of 
involvement there. When thinking of a method of entry, the country have first to conduct 
a risk analysis of both its market and its entry method. Country risk can be both political 
and economical risk. Unpredictability and instability in both political and economical 
environment of the foreign country increases the risk and demand uncertainty perceived 
by the firm. This does discourage companies to enter the market using entry modes that 
needs a lot of resource commitment and flexibility is highly valued in such situations. 
 
Market size and growth: 
Country size and the market growth are important parameters when deciding on the mode 
of entry. The greater the country and the market, and higher growth there is a larger 
probability  that management will  committing resources to its development, and about 
thinking to create a wholly owned sales subsidiary  or to  be active in a majority owned 
joint venture. 
 
Small markets, when they are geographically separated and cannot be managed from 
another country that is close by may not demand special attention or resources. They 
could instead be supplied by exports or licensing agreements. When it is not possible to 
stimulate market development and market penetration, these methods helps the firm to 
enter the market through the usage of minimal amount of resources and saves the 
company’s resources for more profitable potential markets. 
 
Direct and indirect trade barriers: 
Tariffs and quotas on the imported foreign good encourage local production and 
assembly operations. Product, trade regulations and standards and favor of local suppliers 
also influences the choice of mode of entry. The interest companies often have in local 
suppliers and to “buy national”, usually supports the firms idea of choosing a joint 
venture or other contractual entry mode with a local company. In cases where product 
regulations and standards need a lot of adaptation and modification, the firm could start 
working with local production, assembly or finishing facilities. Finally the author states 
that net result of both direct and indirect trade barriers is that it creates a change to 
conduct different functions such as sourcing, production and developing marketing 
tactics in the local market.  
 
Intensity of competition: 
Then the competitions level of intensity in a foreign market is high, companies are ready 
to work hard to stay away from internalization, that sort of markets tend to be less 
beneficial and do not motivate high resource demanding entry modes. Thus when the 
intensity of competition is high in the host market companies will prefer modes that 
involve low resource commitments, 



 

14 

2.1.4 Brouthers and Nakos on SME Entry Mode Choice and 
Performance (2004) 
 
Transaction cost theories explains that asset specificity, behavioral uncertainties and 
environmental uncertainties create two main costs market transaction costs and control 
costs. 
 
Behavioral Uncertainties: 
Transaction cost theory suggests that firms meet two different types of uncertainties 
behavioral and environmental .Behavioral uncertainties could be important factor 
affecting SMEs because SMEs often seems to depend on managerial skills of fewer 
entrepreneurs and has not very well developed management structures as Brouthers and 
Nakos(2004)quoted from Oviatt & Mcdougall(1997).Behavioral uncertainties comes up 
when a company do not succeed to predict the behavior of the people in a foreign 
country. In order to reduce dishonest behavior and cheating (behavioral uncertainties) 
companies develop different control mechanisms one sort could be internal control. 
Internal control could be reached though hierarchical ownership which would give the 
firm legal rights to control the moves taken by foreign based employees. In many cases 
SMEs do not have the interest or the capacity to establish a qualified managerial control 
structure abroad. SMEs do not either have the same level of international experience as 
MNCs. Taken this into consideration behavioral uncertainties would not support SMEs 
from organizing foreign operations in a hierarchical form. Finally the authors state that 
SMEs seems to favor non equity modes of entry when they have not developed internal 
control mechanism but they will favor equity modes when they have internal control 
mechanisms. 
 
Environmental uncertainty: 
Environment uncertainties is related to the risks connected with the host country, for 
instance the risk for enforcement of contracts and control of other types of political and 
legal risks Brouthers and Nakos (2004) have been quoting (Williamson, 1985; Erramilli 
& Rao, 1993; Gatignon & Anderson, 1988).when firms operates in countries with high 
level of environmental uncertainty, companies should choose the non equity low 
investment entry modes. Through following the low resource committed entry mode the 
company can be more independent and easily adapt to the circumstances and when there 
is need change partner organizations or in the worst case more easily exit the market. The 
research was conducted on SMEs and environmental uncertainty is not very clear, 
Brouthers and Nakos (2004) quotes Burgel and Murray (2000) saying that there is no 
significant negative relationship among country risk and entry mode choice. However 
Brouthers and Nakos (2004) quoted Shrader, Oviatt and McDougall (2000) that have 
conducted research which is discussing the negative relationship between country risk 
and entry mode choice. They further states that companies entering low risk countries 
favor equity and entry modes and companies entering high risk countries preferred to use 
non equity entry modes. 
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2.1.5 Baek on Parent-Affiliate Agency Conflicts and  Foreign Entry Mode 
Choice (2003) 
 
Baek (2003) starts discussing the sources from a foreign market entry including 
diversification, risk sharing with partners, operating flexibility, possession of a 
proprietary asset and host country demand. And oppositely alternatively potential costs 
are coming from political risks, contractual risks, agency costs of managers and cultural 
differences among partners quoted this from (Agarwal and Ramaswamy, 1992; Buckley 
and Casson, 1996; Hennart and Reddy, 1997; Ojah, Seitz and Rawashdeh, 1997; Swan 
And Ettile, 1997).sizes of an affiliate and of the partners concerned will also affect the 
benefits and costs of a chosen mode of foreign entry. A stronger home currency would 
support more investment abroad. All the factors discussed above are factors that will 
affect a company’s choice of market entry mode.  
 
Beak (2003) refers to Tse et al (1997) that also discusses how culture can affect he choice 
of entry mode, it is stated that firms from cultures where the uncertainty avoidance is 
high choose a lower equity based entry mode. Break (2003) also quotes Hennart (1991) 
saying that firms with more experience in a host country do not need to create joint 
ventures or get information regarding the host market. Beak (2003) refers to Agarwal and 
Ramaswamy study from (1992) saying that firms with larger size and higher degree of 
international involvement favor a wholly owned subsidiary to a joint venture and a Joint 
venture instead over no entry. Beak also quotes Kim(1990) which who presents , 
companies using multi domestic strategies prefers  high control  entry modes. Buckley 
and Cason (1996) as quoted by Baek (2003) shows an  argument telling as host market 
size increases a natural change toward licensing and international joint ventures and 
finally to a merger. When the political risk is considered high and when country partners 
can provide protection from the risks, the happening of a high amount of political risk, 
could lead to a choice of a joint venture instead of a wholly owned subsidiary. This is 
further quoted from Hill et al (1990) discussing that low resource commitment mode is 
encouraged in political less risky countries. However to the opposite Anderson and 
Gatignogn (1986) as stated by Beak (2003) discusses that in from a political perspective 
seen and economically risky countries market entry modes with high control is proper. 
This discussion is carried further by Erramilli and Rao (1993) saying that costs of 
controlling a directing joint venture partner are larger when the firms assets more 
particular. When integration costs are low have the same probability to elect a wholly 
owned subsidiary as high specificity firms, but when integration costs becomes larger 
low asset specifity companies are more probable to choose a joint ventures because costs 
of the organization is higher than the costs of coordinating and administrating  and 
dictating a joint venture partner. 
 
It is said that joint ventures decreases a firms sovereignty over its affiliates , firms with 
large possible benefits from multinational networks will favor a wholly owned enterprise 
instead of a joint ventures. As quoted by (ibid) Hill et al (1990) also argues that with a 
global strategy often prefers high control entry mode. Furthermore they mention that the 
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more understood the know how tacit the more proffered should the high control entry 
mode be. 
 
2.2 Internal Factors influencing the choice of entr y mode: 

2.2.1 Root on Designing Entry Strategies for Intern ational Markets (1994) 
 
How a company responds to external factors when choosing an entry mode depends on 
the companies internal factors. The internal factors stated by Root (1994) are presented 
below. 
 
Product factors:  
Highly differentiated products with clear advantages compared to competitors’ products 
give the seller a very clear limitation when it comes to price setting. highly differentiated 
products can demand high transportation costs and high import taxes and still remain 
competitive .Seen from another perspective, the standardized products that are not 
differentiated have to compete on the price they can provide for  the customer. That 
sometimes could only be possible through some sort of local production. Thus high 
differentiated products is preferred to enter foreign markets through exports and low 
differentiated products forces the firm to local manufacturing/contract manufacturing, or 
equity investment) 
 
Manufactured products that needs pre and post purchase services often seems harder to 
for a firm to market from a far distance. Usually when providing product services the 
company needs to be close to the customer, and service intensive manufactured products 
are biased towards branches/subsidiary exporting and local production modes of entry. 
 
Technology intensive products give the firm an opportunity to license its technology in 
the foreign target country instead of using other entry modes. Due to the fact that 
technology intensity is in many cases is higher for industrial products companies are 
more encouraged entering licensing arrangements than consumer products companies. 
Those products that needs a high level of adaptation when going to be marketed abroad 
prefers entry modes that permits a company to have a close distance to the foreign 
markets which means that entry modes such as subsidiaries/branches, exporting and local 
production are suitable alternatives. 
 
Resource commitment factors: 
When a company has a large amount of resources in management, capital, technology 
production skills and marketing skills, then they have more entry mode alternatives. And 
reversely companies with few resources are limited to use only entry modes that demand 
low levels of resource commitment. Therefore company size has a crucial role when 
selecting entry mode. 
 
Resources can affect the choice of entry mode but do not itself decide on the choice of 
entry mode. Resources combined with a willingness to dedicate them to foreign market 
development will affect the choice of entry mode. Where there is high education, means 
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that managers are going to select entry mode, from a broader spectrum of alternative 
modes than managers with low commitment. High commitment companies are for 
instance no matter what sizes, are more often going to choose equity entry modes. 
 
Finally the author states that that a company’s choice of entry mode for a target country is 
a result of several usually conflicting forces. 

2.2.2 Koch on Factors Influencing Market and Entry Mode S election (2001) 
All factors which influence the market/market entry mode selection process fall into three 
general groups’ external, internal, and the mixed. However in this part of the thesis the 
internal factors will be presented. 
 
Company size/resources: 
Often smaller companies have fewer market servicing alternatives as Koch (2001) have 
quoted from Benito and Welch, 1994. Small companies have a constrained amount of 
resources and may just not permit, or does not support the choice of some market entry 
modes. For instance, to set up a fully owned subsidiary often engage very large 
investments as well as also high risk levels. Likewise, small companies may not have 
satisfactory management potential and special skills to enter foreign markets through 
establishing fully owned foreign based subsidiaries or international joint ventures. The 
pressure from a company’s size on its freedom of choice in selecting between different 
market entry mode and their relevant preferences depends on industry-specific resource 
demands for individual market entry modes. For example in the chemical industry, this 
relationship will be much stronger than in the computer software industry 
 
Management locus of control: 
The importance of management locus of control for the degree of the company’s 
international business involvement and the market entry mode choice is often underrated, 
if not seen form an overall point of view. Thus strong internal, or external, locus of 
control are probably going  to significantly affect manager perceptions; the way managers 
feeling works and their market entry mode decisions may therefore typically in less 
experienced companies, decide on the  net result  of this decision process. When the 
decision is considerably influenced by a number of managers, there is  a likeliness of 
locus of control contradiction; depending on the management style, the company will 
either disregard the loci of control which do not be in agreement with that of the decision 
maker or take on actions intended at achieving perceptual agreement with consideration 
taken  to the situation on hand .Finally, it is important to be aware of the fact   that 
individual locus of control can change, as a outcome  of some critical circumstances or, 
more progressively, as the related experience grows.  
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Experience in using MEMs:  
At how many times, how lately, in what conditions or if it is similar or dissimilar the 
company or if the companies competitors have used any particular market entry mode, 
their success and degrees of all these factors clearly affects both the market entry 
selection process and the choice of entry mode  as  Koch (2001) quoted from  Paliwoda 
and Thomas, 1998; Root, 1994; Van Fleet, 1991.Companies that feel relatively familiar 
with a region have a preference to invest their resources into business project in that 
particular area instead of seeking a contractual mode there. 
 
Companies’ management culture will have an impact on the choice of entry mode. When, 
for example, negative personal consequences are definitive for a supporter of an 
unsuccessful untried entry mode, untested modes will be turn away from by the company 
decision makers. 
 
Effectiveness, and efficiency, of the organizational learning relays on the degree of 
experience collected by individuals, and on the occurrence of reflection distribution in the 
company. It could come into sight that there possibly will be a certain maximal duration 
of the above-mentioned duty in any known situation; going further it may raise the 
likelihood for experience, both seen from a group and an individual perspective, to 
continue to affect the decision process outcomes as heavily as before. There is a 
recommendation saying that managerial succession often explains the dynamism in the 
favored market service mode. The market entry selection process is more likely to be 
subject to analysis and development, if the common reflection-in-action becomes 
commonplace. Increased accessibility of information on the Internet can be probable to 
speed up experience gaining quoted by Koch (2001) (Hamill et al., 1997). 
 
Management risk attitudes:  
The degree to which the company will accept different international business risks 
depends on the situation of the company’s financial condition, its strategic alternatives, 
the competitiveness of its competitive atmosphere and its experience. Companies should, 
however, be aware of that the perception of risks connected to individual market entry 
modes or countries can influence companies’ decisions significantly. The lower degree of 
risk avoidance the management, the more likely it is for the company to select countries 
that show higher degree for long-term forecasts and assure to progress the firm’s 
competences as Koch(2001) quoted from  (Johansson, 1997, p. 124). 
 
Market share targets: 
When the criterion used for choosing market entry mode is sales or market shares 
maximization, market entry modes which are believed to be most likely to deliver the 
wished results within established planning periods will be favored. For example, if 
maximization of market share seems to be depending on the development of the 
companies’ distribution and after sales services, the company may favor a fully 
owned/majority marketing subsidiary to be the entry mode into a certain foreign country. 
When it tries to maximize export sales revenue growth over the next two or three years, it 
could be prone to use indirect exporting instead of other entry modes into new markets. 
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Calculation methods applied:  
The wide options of risk or benefit based calculation method and cost or control based 
calculation methods are available and also taken into consideration the market entry 
selection. There are also some tangible methods that may not, however, be applicable to 
each of the contemplated entry modes, it could be because of the unavailability of the 
required data, or because of the dissimilar logic, and dynamics of these entry modes as 
Koch (2001) quoted (Erramilli and Rao, 1993; Goodnow, 1985; Klein, 1989; Root, 
1994). When the market entry choice is depending on direct comparisons of the probable 
results of competing modes of market entry, the choice of method should make it 
possible. 
 
Profit targets:  
Different market entry modes are most probably going produce profit to different 
degrees; equally importantly, the differences of profit generation of different modes 
(take, for example, indirect export and investment in a new manufacturing and marketing 
overseas operation) will be very dissimilar. Indirect exporting  will show some profits 
very fast  and then may soon diminish, the latter could mean no profits for three or four 
years where it need time to create all necessary market contacts, acquire/build necessary 
assets, train the sales force as required, develop customer base, etc. A long time profit 
target may prefer the usage of investments and a short one will favor indirect exporting.  

2.2.3 Theory by Brouthers and Nakos SME Entry Mode Choice and 
Performance (2004) 
 
Transaction cost theories explains that asset specificity, behavioral uncertainties and 
environmental uncertainties create two main costs, market transaction costs and control 
costs. 
 
Transactions costs are to some extent created by asset specificity of the investment 
required when making a new foreign entry. Asset specificity means the physical and 
human resources that could lose value in another use that a company employs to 
complete a particular task. 
 
Asset specificity: 
It is unclear if asset specificity plays an important role for SMEs some researchers as 
quoted in Brouthers and Nakos (2004) (Pavitt, Robson, & Townsend, 1987; Acs & 
Audretsch, 1990) have recommended that SMEs often depend on highly ground braking 
products and services. Others quoted by Brouthers and Nakos (2004) such as Symenoidis, 
1996; Tether, Smith & Thwaites, 1997) suggest that SME technology is less advanced 
than MNCs. However there is some evidence showing that asset specificity may play a 
crucial role in SME entry mode choice. Different studies have proven that SMEs with 
greater technological advantage use different modes of entry than SMEs that do not have 
these advantages. For instance as quoted by Brouthers and Nakos(2004) , Burgel and 
Murray(2000) found a correlation between R&D intensity and the use of equity modes of 
entry for their sample of UK start up companies in the high technology industry. Quoted 
by Brouthers and Nakos (2004),   Osborne (1996) also stated that SMEs in New Zealand 
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had a high potential of develop complex technically differentiated   products leaning 
towards the use of equity modes, but companies selling undifferentiated products used 
non equity modes. Finally the authors state that SMEs will tend to prefer non equity 
modes of entry when asset specificity is low and seems to favor equity modes of entry 
when asset specificity is high.   

2.1.4  Hollensen on some approaches to the choice of entry  mode (2004) 
Again Hollensen (2004) is quoted in the literature review, now explaining how internal 
factors can influence the choice of market entry. 
 
Company size: 
The size  of a company tend to  show the resource availability of the firm , companies 
which large resource availability provides an fundament for increased international 
involvement in the future. SMEs sometimes want to have a tight control over the 
international operations and want to commit a large part of their resources to foreign 
markets, and therefore they are more probably going to enter foreign markets through the 
usage of exports, because they do not have resources needed to achieve a high control 
level or to make heave resource commitments. Export entry modes such as exports with 
lower resource commitments could then bee seen as a more suitable choice or SMEs. 
 
International experience:  
International experience is another internal factor affecting the entry mode choice. The 
international experience is a factor that explains the level a firm has been active in 
operating internationally, and is achieved through operating in a specific foreign country 
or in broad in the international environment. International experience makes the cost and 
uncertainty when lower when working in a foreign market as well as creates a higher 
level of likelihood for committing resources to foreign markets. Hollensen (2004) quotes 
Johanson &Vahlne (1977) saying that a firm’s immediate experience in the international 
marketplace increases the probability of dedicating extra resources to foreign markets. 
 
The Product: 
The features of the of the product, for instance characteristics as value/weight ratio, and 
compositions is crucial when deciding on where the production should be conducted. 
Those products that have high value/ weight ratios are most likely used for direct 
exporting, particularly when there are clear production economies of scale, or when the 
managers want to take control over production. But when the value/weight ratio is low 
such as in the beer and soft drink industry, companies tend to choose licensing 
agreements, or investing in local bottling or production facilities. Shipments to foreign 
markets far away would be unaffordable for the company. The characteristics of the 
product influence the choice of entry mode because the selling for each product would 
also differ. For example technical products may need much service and in many foreign 
markets intermediaries could not handle such work, therefore firms will use hierarchical 
modes such as setting up subsidiaries/branches. 
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Differentiated products have advantages that would give the company an opportunity to 
increase the price in be order to get a higher profit. Product differentiation advantages 
often leads the firm to a protective attitude though the usage of hierarchical entry modes. 
 

2.3 Conceptual framework: 
According to Miles and Huberman (1994) a conceptual framework is a narrative or 
graphical explanation of the most important concepts to study. It is crucial to be selective 
and choose the most relevant variables and relationships that have the highest probability 
to be relevant for the study (Miles and Huberman, 2004)The conceptual framework  
emerges from the literature reviewed  in the thesis, is created to help the researchers 
collect data necessary to answer the research questions. Therefore only the most relevant 
literature to the research will be chosen and presented in the same order as the research 
questions are presented. 
 
With regard to external factors influencing choice of entry mode I have chosen the 
theories by Koch (2001) and Root (1994) due to the fact that these theories are well 
known and quoted by many researchers. These theories also show an immediate 
relevance to the research questions as well as the external factors they state seems to be 
sufficient to collect data on.  
 
Koch (2001) discusses several external factors that influence the choice of market entry 
mode and I will focus on: 

• Market barriers 
• Industry feasibility/viability of MEM 
• Market growth rate 
• Image support requirements 
• Global management efficiency requirements 
• Popularity of individual MEMs in the overseas market 
 

These are the external factors that according to Root (1994) influence the choice of 
market entry method: 

• Target Country Market Factors 
• Target Country Production Factors 
• Target Country Environmental Factors 
• Home country Factors 
 

These above mentioned external factors will work as fundament for the interview guide 
that is created to answer the research questions so the purpose of this study can be 
obtained. 
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As to the internal factors influencing the choice of market entry mode I rely primarily on 
theories of Koch (2001) and Hollensen (2004) since these theories is supported by many 
researchers. 

The internal factors stated by Koch (2001) that that in-depth research will be conducted 
in are:  
 

• company size/resources 
• Management risk attitudes 
• Market share targets 
• Profit targets 
• Experience in using individual MEMs 
 

Koch’s (2001) study and theories on internal factors that influence the choice of entry 
mode are extensive in the sense that it includes and covers several different types of 
internal factors.  
 
Furthermore I also want to go in deeper and investigate the internal factors that have been 
stated by Hollensen (2004) due to the fact that international experience and product are 
two of the main factors that a company need to consider when going abroad and when 
choosing between entry modes. 
 
The author states three internal factors however only two are going to be investigated 
because company size have already been discussed by Koch (2001): 

• Company Size 
• International experience 
• Product 

    
These above mentioned internal factors will work as fundament for the interview guide 
that is created to answer the research questions so the purpose of this study can be 
obtained. 
 
A graphical presentation of the conceptual framework is presented in figure 2.2 
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Figure 2.2 A graphical presentation of the conceptual framework 
Source: Authors Construction 
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3. Methodology: 
In this chapter the methodology used in this thesis will be presented. This chapter will 
present how I gathered my data in order to find answers to my stated research questions. 
Firstly the research purpose of the study will be presented followed by the research 
approach. Secondly the research strategy will be inspected followed by data collection 
and sample selection. Then the methods used to increase validity and reliability is 
presented.  
 

3.1 Research purpose 
According to Wiedersheim – Paul & Eriksson (1997) which mention several different 
purposes, three of them will be used when conducting this study. This study will to the 
most part be descriptive because the research questions try to be descriptive, but other 
purposes of the study are to be exploratory and explanatory. 
 
Exploratory research is conducted when it is hard to limit the research problem and when 
there is no clear theory and when there are no or very limited demarcations and when the 
main characteristics are hard to determine. However Saunders et al (2000) discusses that 
exploratory research purpose as a method to find out “what is happening; to search new 
perspectives; to ask questions and also to analyze findings and view them from a new 
perspective. According to Saunders et al the different ways to conduct exploratory 
research is: examine the literature, meet with experts, and having focus groups 
interviews. 
 
According to Zikmund (2000) researchers carry through descriptive research to describe 
characteristics of a population or phenomena. Descriptive research try to determine the 
answers to who, what, when, where and how questions. 
 
Weidersheim –Paul & Eriksson (2001) states that the descriptive research purpose is most 
appropriate when the problem is well structured an organized and when there are no clear 
connections between causes and symptoms. 
 
Explanatory research is according to Reynolds (1971) a research purpose that try to 
improve a precise theory which can be used to make empirical generalizations found in 
the descriptive stage more clear. 
 
However this study can bee seen as to the most being descriptive This statement is 
derived from the overall purpose of this study which is trying to provide a deeper 
understanding of the factors that influence SMEs choice of foreign market entry method. 
The thesis uses a descriptive approach to answer the research questions and the overall 
purpose. 
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3.2 Research approach: 
There are two sorts of research approaches used in social science these are, qualitative 
and quantitative research approaches. What sort of research approach to choose depends 
on the kind of studies that will be conducted. (Denscombe, 2000). 
 
A qualitative research approach is a small-scale study type which tries to provide a better 
understanding of the studied area (Holme&Solvang, 1991). Qualitative research contains 
data collected that originates from non-quantifiable sources such as attitudes, values and 
perceptions (Lundahl &Skärvad, 1992). 
 
Since the purpose of this study is to provide is to provide a deeper understanding of the 
factors that influence SMEs choice of foreign market entry method, to approach the study 
with a qualitative research method seemed to be the most suitable alternative. 
Considering that the research questions are characterized by “how”. 

3.3 Research strategy 
Yin (2003) discusses the five primary research strategies' within social science which are 
experiments, surveys archival analysis, history and case studies. the researchers looks at 
three criteria's when selecting what strategy to use, the type of research questions posed, 
the extent of control an investigator has over the actual behavioural event, and the degree 
of concentration on contemporary as opposed to behaviour events (Foster, 1998). 
 
Yin (1994) states that case studies is regarded as the most suitable alternative when 
answering research questions in form of how ,when, why and  when there is no control 
over behavioural events with a clear focus on contemporary events. 
 
The researcher could not control the behavioural events because they were simply 
interviewers. The study also focuses on a current issue and is conducted right now; 
therefore the study is contemporary. The research questions are also formulated in the 
form as “how”. 
 
The researcher has chosen to use a case study according to Yins (2003) model since the 
thesis is going to concentrate on a small amount of research units. Using a case study is 
most appropriate in order to answer research questions since it provides the possibility to 
gain a rich understanding of the context of the research (Dencombe, 2000). Since I want 
this thesis to help me gain a better understanding of my research area, therefore the most 
suitable research strategy is qualitative  a case study. 
 

3.3 Data collection 
When a thesis is written the research can be based on primary or secondary data or both 
of them. Primary data is, data collected for the first time and for a specific purpose. 
Secondary data is information taken from other researchers. 
 
It is said that secondary data often can be easier or more realistic to use because of the 
accessibility of already existing information. (Lundahl &Skärvad, 1992) 
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Yin (2003) presents six different sources of information when carrying through case 
studies; documentation, archival records, interviews, direct observations, participant 
observation and physical artefacts. This sources should be combined, which often is 
known as triangulation. 
 
When using triangulation in a case study it gives the researcher an opportunity to discuss 
a broad range of historical, attitude related and behavioural issues this is done to increase 
objectivity since several sources are used instead of one or few. To conduct the research 
and to find sufficient and describing data , therefore  the study will be based on both 
secondary data and primarily data.The  researcher wanted the collected information to be 
focused on the particular research questions therefore I decided to conduct an interview. 
To be able to find appropriate and describing data I also had to use secondary data.  
 
According to Yin (1994) interviews are the most important way of collecting data when 
conducting case studies. An interview is an interaction between an interviewer and a 
respondent, the interview could be conducted though telephone or by person 
(Wiedersheim – Paul & Eriksson (1997). When specific and in depth data is needed then 
interviews are the ultimate data collection method. In this study that kind of data is 
needed therefore an interview is appropriate for this study. 
 
I decided to conduct a semi-structured interview, because I wanted to enable the 
interviewee to develop on his own ideas and to answer more specifically. The interview 
was structured as guide to test the theories presented in chapter two as well as trying to 
help me find answers to the research questions. 
 
The interviews were conducted personally. During the interview I took notes and at the 
same time I was recording the interview with a tape recorder to more precisely record the 
data. The main issues that would be discussed during the interview were sent the day 
before to give the interviewees time to be prepared with accurately and well motivated 
answers. The interviews took around 40 minutes each, the interview were conducted in 
Swedish.  

3.4 Sample selection: 
The reasons for selecting the two Swedish companies Minelco, and Plannja, can be 
described as what Saunders et al (2003) names as convenience sampling which is a sort 
of sampling that is easily available to find information from at the same time also a 
sampling method that is usually used when working with case studies.  
 
The investigated companies were chosen because of that the main criteria were that the 
company had to be located in Sweden and preferably in northern Sweden the company 
also had to be a manufacturing SME conducting business internationally. The reason is 
because   the researcher wanted the company to be Swedish due to the limited time and 
amount of money that could be spent on trips for an interview. However the researcher 
also believes that Swedish companies in general and companies from northern Sweden in 
particular would show more access than foreign companies since the researcher is 



 

27 

Swedish. He also wanted the company to preferably located in northern Sweden because 
that would make it more appropriate for a personal interview due to the fact that Lulea 
University of Technology were the researcher is active, is located in northern Sweden. 

3.5 Data analysis: 
When the empirical data was collected I began to analyze the data. The objectives and 
attempts with the analysis are to answer the stated research questions. Yin (2003) says 
that the data analyst is a process where the researcher examines, tabulates tests, 
categorizes, or combines the evidence to address initial prepositions of the study. Miles & 
Huberman (1994) argues that either a with-in case analysis or a cross analysis are proper 
ways of analyzing case study data. Miles & Huberman (1994) also states that the analysis 
consists of three simultaneously different activities:  
 

1. Data reduction- The process stage where data is focused, selected, abstracted, 
simplified and transformed. The purpose of this process is to organize the data so 
conclusions can be verified and drawn.  
 

2. Data display- The segment where the data is concentrated and organized in a 
compressed way to make it simpler for conclusion drawing (ibid). 

 
3. Conclusion drawing and verification- The phase where the researcher begins to 

make comments and clarify what things means. This is done by noting 
regulations, patterns, explanations, configurations, casual flows and propositions. 
(ibid). 

 
I have analyzed the collected data through the use of the three activities described by 
Miles & Huberman (1994).  The reduction was made through a comparison between the 
empirical data and the theories presented in the conceptualization or as what Yin (1994) 
is describing as a within-case analysis. To make things easier the process of linking 
theories to empirical data and draw conclusions were conducted in a way in which the 
different theories and data were matched and categorized. Finally, when the within-case 
analysis and the cross case analysis is conducted, conclusions will be drawn and 
presented.   

3.6 Validity and reliability: 
Validity is concerning to what extent the researcher measure what the researcher is 
supposed to measure, and reliability is about how reliable the research methods are when 
conducting a study. This means that reliability tests if the same results will be obtained if 
the same research is conducted again. Validity and reliability is two measurement 
instruments showing how high level of trustworthiness and credibility the research has 
Yin (1994).Measures were taken in this study to increase validity such as : 
 
Through using theories as a fundament when constructing interview questions as an 
attempt to ask the most valid questions. The interviewee was exposed to several follow 
up questions to avoid misunderstandings. To increase the validity of this study both 
documentation and interviews as has been used as data collection methods. The interview 
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is also recorded to make sure than no relevant information is overlooked. Similarly 
measures to increase reliability were taken namely: To increase the reliability a structured 
interview guide were created. There was a case study database established were all 
relevant raw data in form of interview notes and the tapes from the interview have been 
saved. The interviewer took note at the same time he also recorded the interviews, during 
the interview the researcher also tried to sound and act as neutral as he could. 
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4 Empirical data 
This chapter will present the empirical data collected from the investigated companies. to 
start with , I will present a background of the studied companies, thereafter the data in 
each case will be presented in the same order as the research questions in chapter one. 
 

4.1 Case 1: Plannja  
Plannja is a Swedish owned subsidiary to Svenskt Stal AB, Which is the largest steel 
company in Scandinavia. Plannja’s major area is in the construction business in general 
and in roof and wall sheet metals consisting of steel and aluminum and with other types 
of wall materials so called sandwich elements for industry constructions/buildings. And a 
large product for Plannja is roof pipes that the company works with through the 
subsidiary Plannja Siba. The company headquarter is located in Sweden. However 
Plannja have subsidiaries in Finland, Norway, Denmark, and Polen. In these countries 
Plannja’s subsidiaries are acting as independent manufacturing companies but in Norway 
Plannja are not manufacturing instead they put more focus on their sales. In the following 
countries Azerbaijan, Belarus, Belgium, Bulgaria, Cyprus, Czech Republic, Holland, 
Iceland, Latvia, Slovakia, Ukraine, Plannja uses agents/partners to reach their customers. 
Plannja is considered as a large company which had an annual turnover of 1.8 billion 
SEK in 2006, the corporation has 500 employees employed. 
 
Plannja are earning 52% of its turnover outside of its home base Sweden, and the markets 
outside Sweden are growing. Plannja is a Swedish company which was founded in 1967. 
Although the company were between the years 1971-1972 actively working with sales in 
England exporting its products from Sweden. However Plannja is today working with 
sales in Germany Holland, Scotland, Romania, Russia, Belarus, Czech Republic, 
Slovakia, and Ukraine. The Primary data collected for the present study is based on an 
interview. The research conducted with Mr Anders Ranheimer, Sales Director.   
 

4.1.1 External Factors Influencing Plannja’s  Choice of Entry Mode 

History, mode of entry: 
From the beginning of Plannja’s international exporting experience, it started with 
companies or persons heard about Plannja, most commonly through advertising or 
brochures and became interested in Plannja’s products and then connected Plannja asking 
for permission to introduce and sell Plannja’s products on their home market. Plannja did 
at that time not have any developed sales force or sales organization. 
 
At that historical point of time Plannja tried to sell their product wherever they got 
chance to. From the early start Plannja could not even select where they wanted to sell or 
how, every opportunity became important. Nowadays to the opposite in the early 1970 s 
Plannja can decide on how and when and what to sell and in what countries they want to 
operate this have led to the current policies seen from a strategically perspective the 
geographical main operating area is Scandinavia and central /eastern Europe. Where 
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Plannja actively tried to look for new partners and at the same time develop the exporting 
activities. The methods and criteria’s used by Plannja when entering different places in 
the same geographical area could be initiated of the information that have reached 
Plannja regarding some particular potential growth in the countries construction field, 
then Plannja try to analyze the specific country and the growth closer. The way Plannja 
analyze the information about the countries potential growth could either be done by 
analyzing the potential market by themselves or letting Exportrådet do some of the 
country and the industry analysis in the particular country. Exportrådet do not only 
analyze the potential of the market it also shows how the development of the construction 
industry is working and sometimes they develop, recommend and create partnerships and 
cooperation for Plannja as well as  helping them with selection of potential partners. 

Market Barriers: 
Plannja starts a discussion, saying that if there are barriers or not will be found out 
through the country analysis that Exportrådet conduct on the behalf of Plannja. During 
the 1980s southeastern Asia were a very attractive market Plannja immediately exported 
products to those markets and they very fast became successfully. There were now 
restrictions towards exporters at that time. After a while the governments in that part of 
the world started to establish different local barriers and customs, and then Plannja had to 
leave the market because of the limitations due to the fact that restrictions were put on 
their export activity. At the moment Plannja is focusing on the central and eastern 
European markets in the countries that are most profitable. Plannja try to select countries 
without any market barriers. They also states that during the 1980s when they got 
restrictions on their products, Plannja created an alliance with a local company and 
started working with licensing; they have also been working with licensing in Thailand 
and Japan when they put trade restrictions on Plannja’s products. They further tell how 
Joint Ventures and licensing could be alternative modes when meeting problems with 
restrictions and barriers, how ever joint venture is not an alternative today. At present 
time  Plannja try to focus on the central and eastern Europe market and other markets 
where they can set up wholly owned  subsidiaries without worrying for trade barriers,. On 
their raw material and products. Thus Plannja have to consider market barriers when 
making their choice on market entry mode. 

 Industry feasibility/viability of entry modes: 
The researcher tried to raise a question saying that the market entry mode Plannja 
chooses get affected by specific industry factors such as common way of doing business 
and laws,   for example, foreign companies in some countries are not allowed to start 
wholly owned subsidiaries. The company says, today Plannja do not use Joint Ventures 
trying to avoid such praxis's in certain industries. Instead they try to work with local 
agents n and partners therefore Plannja to some extent get influenced by the external 
industry factors when deciding on the most proper mode of entry. 

Market growth: 
When Plannja chooses mode of market entry the company is unsure if the choice of entry 
mode is affected by the market growth, however market growth is one fundamental factor 
that Plannja considers when they are deciding if they should enter a market/country or 
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not. He also mentions, if the market growth is significant they may prefer to work with 
wholly owned subsidiaries. When the market do not have a very significant market 
growth but are growing then they most time select agents in the specific country and 
conduct their export activities through them. 

Image support requirements: 
Plannja is working with their strategic thinking as well as their core markets in central 
and Eastern Europe and they have market goals saying, Plannja are going to be leading 
on the market in time period of 3-5 years in the future. This strategic thinking is not in 
anyway connected to an image requirement that would affect the choice of market entry 
mode. Instead they try to work with their strategic thinking as well as choosing markets 
which are interesting and where they have knowledge and competences. 

Global management efficiency requirements: 
Plannja is a company that is very flexible and adaptable; the company is not dogmatic or 
limited to any specific entry mode that will be used all over the world. Plannja adapt their 
choice of entry mode depending on the market that they are going to enter. Therefore 
Plannja points out that the global management and competition in the world have made 
them more adaptable. Nowadays the world is globalizing but at the same time 
competition is increasing in the global marketplace therefore it becomes important to 
adapt choice of entry mode to each markets local preference. Which explains why 
Plannja is very open to the usage of different types of entry modes, for instance in some 
markets they start with agents and when the circumstances on the local markets are 
getting better and Plannja is at the same time gaining experience and confidence an 
option is to go for an manager buy out and if it works out appropriately, and believe they 
have the resources and that there is a potential on the particular market they could build 
their own subsidiary on the market. Thus the choice of Plannja’s market entry mode is to 
some extent influenced by the global management efficiency requirements. 

Popularity of individual entry modes in the overseas market: 
Plannja’s choice of entry mode will be to some extent be affected by the experience, 
degree of success of the previous entrants and the expected product market situation. 
Because the industry which Plannja is conducting business in is relative transparent so 
Plannja will either consciousness or unconscious see how the competitors entering 
foreign markets and how successful they became. Plannja is not doing carbon copies of 
other companies’ entry mode, they have their own policies and their own strategic 
thinking but naturally and unavoidable they are influenced of what their competitors do. 
Thus to some extent they will take the competitors acting regarding entry modes into 
consideration and that will even affect their own choice of market entry modes. 

Target country market factors: 
The market factors of the country that are going to be entered are some very important 
factors when deciding on the choice of entry mode. In particular when the company is in 
the intro stage and when they still are discussing if they are going to enter a new market 
and how they are going to enter the new market. At the intro stage the company first 
makes some research on the country by themselves or through Exportrådet trying to 



 

32 

investigate how the markets growth and size looks. If there is a market with a large 
population and if the market are growing and the middleclass of the population will 
increase in the e coming years all factors and parameters are supporting Plannja to open 
up their own subsidiary.  And at situations where the market is not large and the market 
growth and population size is growing but not to fast and the market still seems 
interesting then Plannja enters the market through agents and local partners. 

Target country production factors: 
Production factors have a crucial role when deciding on entry mode, because in some of 
the countries that Plannja is operating they have traditions that do not accept he usage of 
thin roof instead they favor the use of brick roofs. However in central and eastern Europe 
the industry culture over there is encouraging the use of thin roof and even historically it 
have been very popular, in southern Europe they do mostly use brick roofs  and they do 
not prefer to use  thin roofs. 
 
In central and eastern European markets Plannja have been using different entry modes, 
in Polen they have got an own subsidiary and in the rest of the countries on those markets 
they are using distributors. The criterion for using their own subsidiaries is that the 
market is growing and the product and company name are getting more established on 
those markets. 
 
Target country environmental factors: 
Environmental factors such as political, economical and socio cultural factor is important 
to be aware of according to Plannja. The political situation is always considered before 
entering a foreign market, Plannja avoids countries with none stable economical and 
political systems which power structures as well as business environment are unethical 
with a form of undemocratic way of governing. This is done because of ethical as well as 
image protecting reasons. 
 
The foreign countries Political factors decide if the government in the foreign country 
will encourage or discourage foreign investment on their market. Depending on the 
countries stand towards foreign investors they will give investment subsidiaries. Some 
countries do want to see advanced foreign companies to set up joint ventures together 
with domestic companies then they will support foreign companies trying to enter their 
markets through subsidies. When the researcher discussed, how socio cultural factors 
could affect the company’s choice of entry mode, Plannja discussed that they do not 
consider the socio cultural situation when entering a foreign market. He further continued 
saying Plannja has not discussed if that is something positive or negative. 

Home country factors: 
Plannja have a large market share and a god position on their Swedish markets and the 
Swedish market is very limited due to the fact of the small populations in Sweden that 
forces Plannja to go abroad in order to be able to grow and be more profitable. Because 
abroad they have a good chance to grow on markets in central and Eastern Europe. The 
Swedish governments do not force Plannja to stay in Sweden or to go abroad, but seen 
from an employment and tax perspective they would prefer that Plannja stayed in 
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Sweden. This do not in any immediate way influence the choice of market entry mode. It 
only influences the decision regarding if Plannja should start doing business abroad or 
not. 

4.1.2 Internal Factors Influencing Plannja’s Choice  of Entry Mode 

Internal factors: 
Internal factors that affect the choice of entry mode is related to the companies resources 
it is  a choice that the managers in the company has to do on how much resources, effort 
and time the company should put on  development and establishment issues. Plannja try 
to see the whole picture and attempt to grow as a corporation, and at the same time 
control both revenues and costs it is also necessary to have  balance between  the 
resources and effort invested and the outcome in form of company growth. 
 
Company size/resources:   
Plannja has passed through stages where they have to exclude some entry modes 
depending on their limitations of financial resources and size. Plannja can if they want 
create own subsidiaries abroad or go through agents or choose any other kind of entry 
mode than can be used due to the companies size and financial resources, there is no 
structural obstacle that would hinder Plannja from their choice of entry modes. Plannja 
have a great experience since the mid 1970s from exporting and international trade, their 
sales volumes and export as well as the organization as a whole have been growing 
rapidly since the 1970s, Plannja is confident at using any entry mode and have personnel 
which have great experience regarding entry modes and can handle such issues in a 
smooth way. 

Experience of MEMs: 
When Plannja’s discovers that an entry method is successful in one country, they try to 
figure out if and how the particular entry method could be used in a sufficient way on 
other foreign markets. Due to different countries have different circumstances there is no 
guarantee telling one entry method were successful in one country do not mean that it 
will be successful in any other country. Plannja’s decision on entry method is also 
affected on when and how recently one entry method has been used successfully in a 
particular country. The more recent the use, the more trust and probability there is for the 
use of the specific entry method. 

International Experience: 
The international experience gained by Plannja has increased when time have been 
passing. From the internationalization start at the mid 1970s where Plannja did not have 
any international experience and were not active at exporting their products abroad, 
instead companies abroad contacted Plannja asking if they could market and sell their 
products in their home market. From there Plannja begun to allow they to sell their 
products, and the name Plannja as well as their products become more known which led 
to that Plannja could expand and become more profitable and larger. Nowadays Plannja 
is a large actor on the thin roof and sheet wall market. Therefore Plannja are taking more 
initiatives and they do create contacts by themselves and they can also decide on what 



 

34 

mode of entry to choose depending on how much experience they have. Today Plannja 
can choose any entry mode and they also more often uses wholly owned subsidiaries than 
they did when they started. Due to the fact that they have more and deeper knowledge of 
the international marketplace. 

Management risk attitudes: 
The risk factor when choosing entry mode is considered when choosing type of entry 
mode, if Plannja chooses a wholly owned subsidiary then Plannja have to present the 
entry mode and  the risk associated with the entry mode to the elected board members. 
Then the board decides on the risk factors and if the risk is high compared to the potential 
of the market. Some markets have high risk but still they have very high potential then it 
could anyway be worth investing in a wholly owned subsidiary. The potential of the 
market is also depending on the acceptance of Plannja’s products as well as local 
conditions on the marketplace such as market growth and the population’s growth in the 
area. 

Profit targets: 
Plannja’s choice of entry mode is not affected of any kind of profit goal. Plannja has got 
an objective that is a 5% annual growth organically each year. Plannja does not have 
short term goals all their goals are seen from a long term perspective and they do not 
select agents or wholly owned subsidiaries depending on profit target factors. 

Product: 
The products produced by Plannja  are not to processed therefore the cost for 
transportation can not be covered for long distances, and that makes the market in central 
and eastern Europe more profitable because of the near in geographic distance. During  
the 1980s the transport cost could be covered because of the lack of competition in the 
market and at that time products could easily be exported to countries far away such as in 
south eastern Asia. Today because of the increased competition Plannja have to work 
with local productions even in Europe because of the rapidly increasing competition. 
Thus the choice of entry mode is affected by the product, because Plannja’s product are 
not to refined therefore they have to use entry modes such as producing locally through a 
wholly owned subsidiary, if the product would have been refined they could have had 
exported the product to the foreign markets. 

Market shares: 
Plannja tries to increase their market shares through enlarging sales and marketing 
activities and at the same time, if they are using a partner support the partner. There is 
however specific entry modes depending on the way the company decide on increasing 
market share. If they are going to increase market share through  marketing thy first try to 
market themselves and then go from partner towards setting up their own subsidiary, And 
through that way increase market shares through both marketing their products more and 
controlling their activities abroad through setting up a new subsidiary. 
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General Aspect added by Plannja: 
A aspect that Plannja would like to share is, when Plannja chooses to establish their 
business abroad through the use of a partner then the partner do all the work and sells as 
well as market the products and make the company name and product famous, the 
problem arises when the market start growing and Plannja want to be alone on the 
market. Then Plannja is in a situation where they have to change the relationship with the 
partner either through a management buy out or with the partner working as a general 
manager in the company owned by Plannja. The problem is that they themselves paid for 
the agents marketing and selling expenses as well as they supported him with sales 
instructions and they are also paying again when buying the company. Instead they could 
have started a wholly owned subsidiary from the beginning. That is the dilemma, it is 
hard to now if the abroad business is going to be successful before going there ,therefore 
it could be better to start with an agent and then buy the agent but at the same time it 
could also be very expensive. 

4.2 Case2: Minelco  
Minelco is internationally active in the market of industrial minerals with a dominant 
position in a number of product applications. Minelco’s customers exist in several 
business areas and the Group offers a broad range of mineral products to various end use 
applications. Minelco, whose headquarters are in Sweden, conducts worldwide business 
through the Minelco companies across Europe, the USA and Asia, which guarantee that 
the Group is able to serve customers on a global basis. The Minelco Group is 
internationally active in the market of industrial minerals with a primary position within a 
number of product applications. The Group is part of the Swedish company LKAB, one 
of the world’s leading manufacturer of highly upgraded iron ore products providing over 
20 million tons annually to a worldwide market.  Minelco was founded in Sweden in 
1989, the company has developed into an international group with all-around expertise of 
industrial minerals. Minelco customizes quality minerals for use in the improvement of 
industrial applications. Minelco’s philosophy is to build growth on a base of high quality, 
world-class assets, and direct contacts with customers and in-depth application 
knowledge. Highly efficient logistics are vital to the company's culture, and 
Minelco sustain tight control of materials, from source to end user, to make sure quality 
and consistency. 
 
The Internationalization process of Minelco starts of in 1989 but the tremendous change 
erupted when Minelco bought another industry mineral company in the year 2003 called 
Franc and Schulte industry minerals AB. This lead to a change, Minelco became a 
company with 380 employees and before the acquisition Minelco only had 12 employees.  
 
The total annually sales of Minelco are to the largest extent received from markets abroad 
Minelco was not really shore according to them the ratio was 90 to 10  85 to 15 for 
foreign vs domestic sales. The estimated annual turnover for 2007 will be around 2 
billion Euro.  
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The Reason to why Minelco became an international company is because of the large 
potential in increased sales when going abroad, the Swedish market was very small 
compared to have the whole world as a market. 
 
The internationalization of Minelco actually started before the acquisition of Frank and 
Schulte, in year 2003. At that time Minelco already had offices in Holland and represent 
ants in England and they had also established an office in USA. The first thing they did 
on these markets was to establish sales offices at respective countries. They new who 
there customers were and they immediately started up offices and then contacted the 
customers and customer groups.  
 
Minelco’s objectives on the international market are to become larger and stronger in 
potential markets in Asia and USA because there is the future market potential according 
to Minelco. 

The primary data collected for the present study is based on an interview with the Sales 
Manger of the Minelco group, Mr Lars Vikstrom. 

4.2.1 External Factors Influencing Minelco’s Choice  of Entry Mode 

External factors affecting entry mode: 
Minelco are working with their entry modes in such way as they, prefer to enter foreign 
markets through wholly owned subsidiaries, but when they believe that the new foreign 
market is not 100% profitable then they will use agents/partners to enter the new market.  
Minelco do not either use the same entry modes to all markets for example even within 
Europe they use different sort of entry modes, in France and Spain Minelco entered the 
markets through distributors and in Germany , Holland,  Central and Eastern Europe 
Minelco have got their own branches. 
 
 The main factors that Minelco take into consideration when making the choice of entry 
mode is the size of the market abroad, the business culture in that particular country and 
the and the language of the country .They consider these factors because this issues is of 
vital importance when Minelco are doing their estimation trying to decide if this market 
could be profitable and if it will grow in the future, or if Minelco could be successful in 
it. They also consider if it could maybe better to work together with a local partner, this is 
questions that Minelco need to be thinking about. Because if there already is a skilled 
actor on the market then it could be better to cooperate with the actor instead of directly 
compete with each other. Minelco also try’s to do probability tests to see how good 
chance they have to become successful.  

Market barriers: 
Yes, sometimes Minelco meets market barriers; at that point Minelco tries to accept the 
barriers and chooses an entry mode that is inline with the barriers. 
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Industry feasibility/viability of entry modes: 
Minelco’s choices of entry modes have not been influenced buy industry factors such as 
industries or countries that do not allow certain entry mode. However there are areas in 
the world where it is most common to enter markets with entry modes such as 
agents/distributors, then that affects Minelco’s choice of entry mode. For instance in 
southeastern Asia in countries such as Malaysia and Indonesia Minelco has been working 
trough agents /distributors trying to adapt according to the local circumstances. They 
have also been influenced by industry factors in South Africa, in South Africa there is 
something called black economy empowerment. It is a project where companies try to 
support black people to start their own businesses and to be successful. Therefore 
Minelco tried to use them as agents instead of Minelco setting up their on subsidiaries.  

Market growth: 
The selection of mode of entry is according to Minelco definitely influenced by the 
market growth, to enter a large market with fast market it is preferred to choose a wholly 
owned subsidiary. To enter a   smaller market with moderate growth then Minelco will 
favor to enter the market through agents and partners. 

Image support requirements:  
Is not a factor that affects Minelco’s choice of entry mode. Plannja further explains this 
because Minelco’s business is mainly B2B and the product is not refined therefore he 
explains that Minelco do not get influenced by the image when choosing entry mode.  

Global management efficiency requirement: 
Global management efficiency requirement affects the choice of entry mode that Minelco 
chooses, Minelco first do estimation about how they will try to increase their sales on a 
market and then they analyze and compare the costs to the forecasted revenues they will 
get from the sales. If the costs are higher than the revenue they will not enter the new 
market. If the revenue is higher than the costs then Minelco will try to enter the new 
market and they will also consider the relationship between success and the time it takes 
reach for each entry mode, that means Minelco have to decide what entry mode is most 
appropriate taken the recourses invested and the time needed into consideration, for the 
entry mode to reach success on the foreign market. 

Popularity of individual entry modes in the overseas market: 
Minelco’s choice of entry mode do not immediately became affected from what is 
popular and commonly used in their industry or by their competitors. Instead Minelco 
already has their own independent plan and strategy since they have been international 
for a while and Franc and Schulte also had offices and branches in Western Europe, USA 
and Asia. Frank and Schulte had skilled people knowing a lot about markets in that areas 
so the entry modes they decided on were almost not to any extent influenced by 
competitors or the industries choice of entry mode. Minelco also have a contact network  
in the world who consults with Minelco and try to show them the best way to success, but 
still Minelco try to be aware of what the competitors do but they can not close their eyes 
and become ignorant. However Minelco states that they do choose entry mode after what 
the competitors are doing. It could happen that they use the same sort of entry modes, but 
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depends on if Minelco themselves believe that this entry mode is sufficient and could 
lead to success and profitability in the future.  

Target country market factors: 
Minelco’s choice of market entry mode is clearly affected by two factors on the market, 
these factors are the markets potential growth and business ethics. When Minelco focuses 
on markets they try to focus on large markets that can grow very much, if that is the case 
to start up a wholly owned subsidiary is the most appropriate. In geographical regions 
where there is problems and issues regarding payment and lower level of trust then 
Minelco most times relays on agents/ distributors. 

Target country production factors: 
Production factors are according to Minelco not affecting their entry mode choice 
because Minelco is just producing one product abroad and that is in China. One fire proof 
mineral that is sold to steelworks and foundries, and there is almost none production 
outside Europe besides one small mine in Turkey. 

Target country environmental factors: 
There are some environmental factors that affect Minelco’s choice of entry mode, for 
instance countries that have relative labile economies and politics, and then Minelco have 
to choose agents/partners instead of the preferred wholly owned subsidiary. They choose 
those distributors/agents that know the area as good as the risk for failure is minimal. 
Since they do not want to investment much in such markets. However Minelco do not 
most time do business with local currencies instead they use the dollar therefore they do 
not need to consider instable local currencies. 
 
Home country factors: 
Minelco started working with industrial minerals in Sweden and then they expanded the 
business to Scandinavia, Europe and the whole world. The expansion depended on the 
big potential that Minelco’s minerals had on the world market as well as the limited size 
of the Swedish market. The size of the Swedish economy has not affected the choice of 
entry mode but however it forced Minelco to internationalize. The Swedish government 
has also affected Minelco’s business. Minelco had during the war in Iraq in year 2003 got 
some orders from companies in the area but there were some trade embargoes conducted 
by he Swedish government and that included Swedish companies trying to export to Iraq 
and surroundings. Seen from an influence and affect point of view the home country 
factors have not affected the choice of entry modes used by Minelco. 

4.2.2 Internal Factors Influencing Minelco’s Choice of En try Mode 
 
Company size/resources: 
The size of LKAB have affected Minelco’s choice of entry mode, to be supported with 
such an company with a lot of international experience and government owned as well as 
the financial resources they got, makes Minelco more trustworthy because of LKABs 
support  as well as the  government support. That helps Minelco when opening up their 
own subsidiaries abroad, at the same time they will get customers because they are going 
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trust them because of LKAB. If LKAB were non existent Minelco would had it much 
harder to open up its own subsidiaries, both because of the financial resources and the 
know how regarding international markets that LKAB provides for Minelco. 

Management risk attitude: 
Minelco do not see risk as any factor that affects the mode of entry, because they try to 
avoid risks as much as it is possible.  

Profit targets: 
In Minelco the economic activities and profit goals are decided depending on the 
business area. Each product and business area has got its own separate profit targets and 
there are also overall profit goals for the company no matter if the company is using 
agents or if it is a wholly owned subsidiary or both. Thus according to Minelco their 
choice of entry mode is not influenced by profit targets. 

Experience in using MEMs: 
Minelco states that their experience from usage of different market entry modes has 
influenced their choice of current market entry modes. The largest profits and successes 
have been reached when Minelco worked with wholly owned subsidiaries. This does not 
meant hat agents and distributors can not be successful but that one have to be very 
careful and keen when using agents and distributors and u also need to create legal frame 
with your partner, Minelco have had some bad experiences and that had taught them the 
importance of doing some research on the partners before signing contracts. 
 
International experience: 
According to Minelco the international experience have not made Minelco braver in the 
sense that the more experience they get that they put in more money in wholly owned 
subsidiaries. They did that even when they were relatively new in the business. However 
one thing could be that they are more careful with distributors when choosing them, as 
discussed above. Minelco says that they have basically had the same attitude to the 
choice of market entry mode even when their level of international experience has 
increased. 

The product:  
The product has a crucial role when deciding on market entry mode choice, because 
minerals in general are heavy and magnetite in particular. Therefore it has become harder 
to compete in markets far away than it was five years ago. Because the transportation cost 
will be very high if Minelco are going to transport minerals from Sweden to Asia for 
example, then the local competitor in Asia will have an advantage in pricing, but because 
of the increased competition Minelco will also earn profits in countries in Europe since it 
will be expensive for companies in Asia and US to export to Europe. Thus the market 
share lost at distant markets is won at markets close to Sweden. Instead of exporting 
Minelco sometime set up their wholly owned company abroad but it could be very hard, 
since the products they export are minerals and it could be very expensive to move the 
mine. How ever there are minerals that you can not find anywhere then it does not matter 
if the competition increases. Even if the transportation cost is high the company can 
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afford it, because nobody else or few can only provide the same sort of mineral, then the 
price will increase, and cover transporting costs. 

Market share targets: 
When the company’s goal is to increase their market shares on the existing market then 
Minelco will not set up new subsidiaries instead Minelco will work towards improvement 
of the sales strategies. 
 
But there are also other goals for example to increase their sales volumes in general then 
Minelco tries to view markets outside their home market and start a new sales 
company/subsidiary in that market. 
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5. Data analysis 
This chapter will begin with a within case analysis where the empirical data is compared 
toward theories discussed by researchers. The within case analysis will be followed by a 
cross case analysis, where the results from the two investigated companies will be 
compared against each other. 

5.1 Within Case analysis 

5.1.1 Within-Case Analysis Plannja 

5.1.2 External Factors Influencing Plannja’s Choice  of Entry Mode 

Market barriers 
Plannja is saying that the barriers found on each market are influencing both the question 
if Plannja is going to do business abroad and what sort of entry mode to use. Plannja 
more specifically states that during the 1980s then they had some restrictions problems 
on their products when doing business in Thailand and Japan they started to work with 
licensing, Plannja also discusses how JV and licensing could be appropriate entry modes 
when governments put restrictions on companies’ products, however today Plannja do 
not see joint venture as an alterative. On markets where they do not meet any restrictions 
such as on the central and eastern European markets they have chosen to use wholly 
owned subsidiaries. Without any need to care for restrictions and duty barriers on their 
products. However Koch (2001) discusses how the market barriers could affect a 
company’s choice of entry mode and under are some examples stated.  

• tariff barriers; 
• governmental regulations; 
• distribution access; 
• natural barriers (market success and customer allegiances); 
• advanced versus developing countries; 
• Exit barriers. 

Both Plannja and Koch (2001) say that market barriers influence the choice of market 
entry mode. As a result the data is inline with the theory, and connections can be made. 

Industry feasibility/viability of MEM: 
Plannja says that today they do not use Joint Ventures trying to avoid entry modes that 
according to law are forbidden in certain industries. Instead then try to work with local 
agents and partners therefore Plannja to some extent get influenced by the external 
industry feasibility/viability deciding on the most proper mode of entry. When Plannja 
chooses mode of market entry they are unsure if the choice of entry mode is affected by 
how the industry feasibility viability is connected to  market growth and if market growth 
is one fundamental factor that Plannja considers when they are deciding on , whether they 
should enter a market/country or not.  
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According to Koch (2001) in some countries there are entry modes that according to law 
are forbidden such entry modes could for instance be fully owned subsidiaries. This way 
of excluding some entry modes often include selected industries that the state has 
strategic interests in. Some countries uses barriers such as restrictive labor regulation, 
cost of labor, insufficient level of skill, and this may frighten a company to set up a 
subsidiary or a joint venture operation in the foreign market. Due to the fact that different 
entry modes have particular risks and costs and that they have different  sales potentials, 
some modes of entry will be more appropriate than others in given situations. 

 
From investigating what Plannja and the theory by Koch (2001) have stated one can see 
that there is a connection between what the theory through Koch (2001) is saying and 
what Plannja have said about industry feasibilities /viabilities affects on the choice of 
market entry mode. 

Market growth rate: 
What Plannja has been saying during the interview with the researcher is in line with 
Koch’s (2001) research. Plannja agrees that the market factors of the country that are 
going to be entered are one very important factor when deciding on the choice of entry 
mode. In particular when the company is in the intro stage when they still are discussing 
if they are going to enter a new market and how they are going to enter the new Market. 
Plannja continues on Koch (2001) discussions talking about how different market 
growths can affect the choice of market entry mode. Plannja states that if there is a 
market with a large population and if the market are growing and the middleclass of the 
population will increase in  five coming years all factors and parameters are on the side 
that Plannja would have open up their own subsidiary. At situations where the market is 
not large and the market growth and population size is growing but not to fast and the 
market still seems interesting then Plannja enters the market through agents and local 
partners.  
 
According to Koch (2001) market growth has been used as a criterion when selecting 
market entry’s, market growth is having an important role. When a market  have a high 
growth  and if this market growth rate does not seem to be constant for several years , the 
company have to take advantage of the occasion as quick as possible and use indirect or 
direct exporting. If demand in market overseas is forecasted to be very large but only in 
short time setting up an own manufacturing/marketing subsidiaries may be a proper way 
of entering the market.  
 
Thus Plannja’s different statements about how market growth rate affect the choice of 
market entry and Koch (2001) theory on how market growth rate is influencing 
companies’ choice of entry mode is relatively properly connected to each other and their 
statements are for the greatest part agreeable. 

Image support requirements: 
Plannja’s discussion regarding image support requirement is not at all in line with what 
Koch (2001) have been saying. Plannja says that they are focusing on their strategic 
thinking and their core markets in central and Eastern Europe and that they have market 



 

43 

goals but no market image requirement support the company also says that they are going 
to be leading on the market in time period of 3-5 years in the future. This strategic 
thinking not related to an image requirement support that would affect the choice of 
market entry mode.  
 
However Koch (2001)  have been saying that there  are industries that require companies 
which want to build and maintain an image of a leading global supplier have to be active 
on  the  primary markets. Companies could if they see it necessary license their new 
discovery to enlarge their position as a global supplier of newest technology and affect 
relevant industry standards. Some companies try to keep the same standards after the 
sale, which may lead to the preference of modes which facilitate the achievement of this 
objective by setting high control over distribution and service network.  

 Global management efficiency requirements: 
Plannja is a company that is very flexible and adaptable; the company is not dogmatic or 
limited to any specific entry mode that will be used all over the world. Plannja change 
entry mode depending on the market that they are going to enter. The company points out 
that the global management efficiency requirements and competition in the world has 
made them more adaptable. Today the world is globalizing and simultaneously 
competition is increasing in the global market place. Thus it becomes important to adapt 
choice of entry mode to each markets circumstance. Plannja is therefore very open to the 
handling of different types of entry modes, for instance on one market they begin with 
agents and when the circumstances on the local market are getting better and when 
Plannja is getting more experience and confident then they could change to a manager 
buy out and if that also works well and they are ready, and believe they have the 
resources and that their is a potential on that market they could build set up their own 
subsidiary on that market. Thus Plannja’s choice of market entry mode is influenced by 
the global management efficiency requirement. 
 
According to Koch (2001) the growing interest in international business increase the 
awareness of the limitations about the company’s resources and it is a question of time 
before it leads to a   re-definition of the company’s global strategy. There are companies 
that have chosen a wide, multinational mode of operation, for others, the standardized, 
narrower global approach may be more appropriate, seen from a strategic efficiency 
perspective. 

Critical success factors and companies core capabilities must be investigated to find the 
most favorable organizational structure and strategy. Avoiding extreme diversity of the 
global market entry portfolio may be a good idea for most global companies. Possible 
economies of scale (and scope) that may come from that portfolio have to be studied and 
organization structures and strategies of all competitors have to be taken into 
consideration. Lesser participation is required from the company headquarters but in 
some entry modes it may be another decision factor. 
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Plannja and Koch (2001) says that the global management efficiency requirement have an 
influence on the choice of market entry mode. Therefore the empirical data collected is 
inline with the theory. 

Popularity of individual MEMs in the overseas market: 
Plannja’s choice of entry mode will be to some extent be affected by the experience, 
degree of success of the previous entrants and the expected product market situation as 
presented by Koch (2001). Because the industry which Plannja is conducting business in 
is relative transparent so Plannja will either no matter if they want or not see how the 
competitors are entering foreign markets and how successfully or unsuccessfully they 
will be. Plannja is not doing straight copies of other companies entry mode, they act from 
their strategic thinking and their business policies but it is somehow unavoidable to not 
be influenced of what their competitors do. That means that they to some extent they will 
take the competitors choice of market entry mode into consideration when they are doing 
their own choices of market entry mode. 
 
Koch (2001) says that in some country markets there is a great attractiveness for specific 
entry modes in specific industries. The new potential entrant’s choice of entry mode will 
be influenced by the experience, degree of success of the previous entrants and the 
expected product market situation. Often , when a company have  a good experience in a 
specific entry mode and when there is expectations on increased demand and there is a 
steady business environment it will support the entry mode most popular. However 
companies that have successfully been using other entry methods in other markets may 
be want to try an alterative to the mode of entry common in the new market, if that would 
improve strategy match.  
 
Plannja and Koch (2001) agree on that companies to some extent get influenced by their 
competitors experience and earlier and current choice of market entry mode. Plannja also 
said that they to some extent got influenced by the popularity of individual MEMs. But 
they do have their own strategic thinking policies that they follow; they do not 
dogmatically copy what somebody else chooses for entry mode. 

Target Country Market Factors: 
Plannja point out and discusses the importance of the market factors of the country that 
are going to be entered are one crucial factor when deciding on the choice of entry mode. 
Especially when the company is at the beginning stage  when they still are discussing if 
they are going to enter a new market and how they are going to enter the new market. At 
the beginning Plannja first make some research on the country by them selves or through 
Exportrådet trying to understand how the markets growth and size looks. When there is a 
market with a large population and if the market are growing and the middleclass of the 
population will raise in the five coming years all factors and parameters are saying that 
Plannja should set up their own subsidiary, at situations where the market is not large and 
the market growth and population size is growing but not to fast and the market still 
seems interesting then Plannja enters the market through agents and local partners. 
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According to Root (1994) the size of the target country market is of crucial influence on 
the entry mode. Where there is small markets entry modes that have low break even sales 
volumes (indirect and agent/distributor exporting, licensing and some contractual 
arrangements) are appropriate. On the markets with high sales potentials it is appropriate 
to work with entry modes which have high break even sales volumes (branch, subsidiary, 
exporting and equity investment in local production (ibid). 
 
Seen from another point of view considering the target market is the competitive 
structure, open free markets (atomistic) wit several none dominant competitors to 
oligopolistic where there is few dominant parties and monopolistic where there is only 
one dominant part. Atomistic markets supports the selection of  exports as an entry mode 
compared to both oligopolistic and monopolistic markets, since these markets require 
entry through equity investment in production to be able to compete against dominant 
companies. In countries where the competition is seen as very dominant for choosing 
equity and export modes an alternative can be start working with contractual modes such 
as licensing.(ibid) 
 
There is also another part of the target country market factors that is the quality and 
accessibility of the local marketing infrastructure. When for instance competent local 
agents and distributors are cooperating with other firms or if they do not exist at all, then 
the exporting company has to reach the market through a branch / subsidiary entry mode 
(ibid).  
 
Plannja agrees with what Root (1994) says regarding the target countries market factors, 
influence on the choice of market entry mode. Plannja says that the market growth and 
size of the market is affecting the choice of market entry mode. Root (1994) also states 
that the competitive structure could affect the choice of entry mode. Plannja did not give 
any immediate answer on this question, so no connections could be seen between entry 
mode choice and the competitive structure. 

Target Country Production Factors: 
Plannja tells the interviewer that one crucial factor when making a decision regarding the 
choice of entry mode  is the productions factors because in some of the countries that 
Plannja is operating there are  customs  that do not accept the usage of tin roof instead 
they want to use tile roofs. On Plannja’s main markets in central and eastern Europe the 
industry culture is positive to the use of tin roof however in southern Europe the use of 
tile roof are more common and therefore hey have a conservative view on tin roofs. In 
Polen for instance where Plannja’s is known company and their products are known 
Plannja have their own subsidiary, but on markets such the one in southern Europe where 
their products are not as known as in Polen and not their company name either, they need 
to enter the markets through distributors. 
 
Root (1994) makes a connection between how companies choice of entry modes are 
influenced by production factors such as quality, quantity and cost of raw materials, 
labor, energy and production factors in the targeted country, Root (1994) continues the 
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discussion saying that quality and cost of the economic infrastructure (transportation, 
communications, port facilities etc) also influences the selection mode of entry. 
 
The data presented by Root (1994) is saying that target country production factors such as 
quality, quantity cost of raw material, labor, energy and other production factors in the 
targeted country will affect the choice of entry mode. Plannja did not mention any of 
these factors as crucial when deciding on the choice of entry mode. But the company said 
that productions factors are important and should be considered when deciding on what 
type of entry mode to choose. However Plannja further discusses about the product that 
are going to be sold as a production factor, which could mean that he have had 
misunderstood the question. Therefore the researcher can not se any connections between 
the empirical data received from the investigated companies and the theories presented by 
Root (1994). 

Target Country Environmental Factors: 
According to Plannja political factors decide if the government in the foreign country will 
support or discourage foreign investment on their domestic market. Depending on the 
countries stand towards foreign investors they will provide investment subsidies. Some 
countries do want to see well developed foreign companies to create joint ventures 
together with the home countries companies then they will support foreign companies 
trying to enter their markets through subsidies.  
 
According to Root (1994) economical, political and socio cultural factors of the targeted 
country can affect the selection of entry mode. The most important factor seems to be 
government policies and regulations. Strict import regulations could be viewed in form of 
high tariffs and hardly regulated quotas, these regulations complicates an export entry 
mode, and pushes the company to find other entry modes. 
 
Plannja agrees to the most with what Root (1994) have said regarding the environmental 
factors influence of the choice of market entry mode. The difference between what 
Root(1994) have said and what Plannja is saying ,  is that Plannja  do not agree on how 
the socio cultural distance  have an impact on the choice of market entry mode.  

Home country Factors: 
Plannja is saying that the choice of entry mode is influenced by home country factors 
such as market production, competitive structure, and environmental structures Plannja 
have a large market share and a god position on their Swedish markets and the Swedish 
market is very limited due to the fact of the small population and the small market size in 
Sweden that pushes Plannja abroad in order to be able to grow and be more profitable. 
And abroad Plannja have a good chance to expand its business activities on markets in 
central and Eastern Europe.  
 
According to Root (1994) home country factors such as market production and 
environmental factors also influenced the company’s choice of entry mode. Company’s 
with small domestic markets are more often going to export products and through that 
way optimize their size. The competitive structure in the home market has a significant 
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influence on the entry mode choice, for example companies in oligopolistic industries 
usually choose entry mode depending on what the competitors have chosen. However 
companies in atomistic markets tend to use exporting and licensing as entry modes. When 
production cost is higher in the home country than in the targeted country there is support 
for entry modes with local production, for example licensing, contract manufacture and 
investment. Another important factor that affects companies’ choice of entry mode is the 
home country government’s attitude on the issue regarding exporting and foreign 
investments conducted by domestic companies. The host governments do in some cases 
offers tax incentives to encourage exporting and simultaneously are against or neutral on 
foreign investments, then its policy is biased in favor of exporting and licensing or other 
contractual modes of foreign market entry. 
 
Plannja do not agree with the statement of Root (1994) saying that the home countries 
government policies and attitudes towards domestic companies affect their choice of 
entry mode.  
 
According Plannja as well as according to the theory presented by Root (1994) the choice 
of market entry mode is to some extent influenced by home country factors. 

5.1.3 Internal factors Influencing Plannja’s Choice  of Market Entry 

Company size/resources: 
Plannja do not need to exclude any sort of market entry mode depending on resources 
and size. They have got a great amount of resources so they can they have the 
opportunity to create own subsidiaries abroad or go through agents or any other kind of 
entry mode can be used. When Plannja started it was a company that did not have the 
resources and size it has today, at that time Plannja could not choose any sort of entry 
mode because of the lack of company size and financial resources. 
 
Smaller companies do in many cases have fewer market servicing alternatives as Koch 
(2001) have quoted from Benito and Welch, (1994). The size of the company is related to 
the amount of resources that the company had and Small companies have a limited 
amount of resources. Therefore it could be more demanding as well as harder for small 
companies to use some market entry modes that need a large amount of resources. For 
instance, to set up a fully owned subsidiary often demands very large investments; small 
companies many times do not have satisfactory management potential and special skills 
to enter market abroad through establishing fully owned foreign based subsidiaries or 
international joint ventures. The company's size/resource influence on the company’s 
choice of market entry mode.  
 
Plannja discuss the importance of size and resources when wanting to enter new markets. 
They also say that companies with larger sizes and resources have more options 
regarding the choice of entry mode, and smaller companies are more limited to few 
alternatives when selecting market entry modes, since they often have less resources. 
These perspectives of Plannja and the theory provided by Koch (2001) agree with each 
other saying that company size/resources affect the choice of entry mode. 



 

48 

Experience in using MEMs:  
When Plannja perceives an entry mode as winning in one country, they try to understand 
how or if the specific entry method could be used in an adequate way on other foreign 
markets. Since countries have different circumstances there is no security in believing 
because one entry method were working properly in one country that it will be working 
well in another. However Plannja’s choice of entry mode is also influenced of how 
recently one entry mode has been used unsuccessful in a specific country. If the use of a 
successful entry mode were close seen from a historical perspective, then the probability 
and trust to use it again will be high. 
 
Koch (2001) quote Paliwoda and Thomas, 1998; Root, 1994; Van Fleet, 1991 saying that  
how many times, how recently, in what conditions or if it is similar or dissimilar the 
company or if the companies competitors have used any particular market entry mode 
and their success and degrees of all these factors clearly affects both the market entry 
selection process and the choice of entry mode.  
 
Therefore one can see a relationship between companies’ earlier experience of entry 
mode and its influences on future choice of entry mode.  

Management risk attitudes:  
According to Plannja risk is estimated when selecting  type of market entry mode, if 
Plannja chooses a wholly owned subsidiary then Plannja have to conduct a  presentation 
of the entry mode as well as the risks connected to the entry mode. The presentation have  
to be  for the elected board members, then the board decides on the risk factors and if the 
risk is high compared to the potential of the market. 
 
The company’s different international business risk acceptance depends on the financial 
condition, and strategic alternatives of the company as well as the competitiveness of its 
competitive atmosphere and its experience. The perceived risk related to an individual 
market entry mode or country can influence a company’s choice of market entry mode in 
a significant way as Koch (2001) quotes from (Johansson, 1997, p 124). 
 
The theory presented by Koch (2001) and Plannja discusses risk. Plannja and the study 
by Koch (2001) considers risk when making the choice of entry mode, Plannja do only 
say that they estimate risk when selecting entry mode and Koch (2001) discusses the 
issues further saying the perceived risk related to an individual market entry mode or 
country influences the choice of market entry mode chosen. This makes it very hard to 
see any connections between empirical data and previous research presented by Koch 
(2001). 

Market share targets: 
Plannja  says if they are going to increase market share through  marketing thy first try to 
market themselves and then go from partner towards setting up their own subsidiary, and 
through that way increase market shares through both marketing their products more and 
controlling their activities abroad through setting  up a new subsidiary. 
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When the standard used for selecting market entry mode is sales or market shares 
maximization, market entry modes which are understood to have the highest probability 
for delivering the desired results within established planning periods will be preferred 
(Koch, 2001).  
 
Moreover there is to some extent connections between the empirical data provided by 
Plannja and theory presented by Koch (2001) .Plannja says depending on what goals they 
are going to increase market share through, they first try to market them selves and then 
go from partner towards setting up their own subsidiary. Koch (2001) in his research says 
that the speed and probability of the market entry modes fulfillment of the market share 
goal should be considered.  

Profit targets:  
Plannja’s choice of entry mode is not influenced of any kind of profit goal. Plannja has 
got an objective for a 5% annual growth organically. Plannja do not have short term goals 
all goals are set on a long term basis and they do not use agents or wholly owned 
subsidiaries depending on profit target. 
 
Different market entry modes are most probably going to produce profit to different 
degrees, equally importantly, the differences of profit generation of different modes (take, 
for example, indirect export and investment in a new manufacturing and marketing 
overseas operation) will be very dissimilar(Koch, 2001).  
 
Plannja and the theory presented by Koch (2001) are disagreeing with each other. Plannja 
do not use agents or wholly owned subsidiaries depending on profit target factors.  
However according to Koch (2001) the profit target will affect the choice of market entry 
mode, Plannja do clearly state that their choice of entry mode are not influenced by profit 
targets.  

International experience:  
The international experience gained by Plannja has increased with time. From the 
internationalization start at the mid 1970s where Plannja did not have any international 
experience and did not export their products abroad, instead companies abroad contacted 
Plannja asking if they could market and sell their products on their home market. Today 
Plannja is large on the tin roof and sheet metal walls  markets therefore they can decide 
on what mode of entry to choose depending on how much experience. They can choose 
any entry mode and they also more often uses wholly owned subsidiaries than they did 
when they started because of their more and deeper knowledge of the international 
marketplace. 
 
According to Hollensen (2004) International experience decreases the cost and 
uncertainty lower when working in foreign market as well as create a higher level of 
likelihood for committing resources to foreign markets. Hollensen (2004) quotes 
Johanson &Vahlne (1977) saying that a firm’s immediate experience in the international 
marketplace increases the probability of committing extra resources to foreign markets. 
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There is a relationship between what the theory of Hollensen (2004) and what the 
empirical data received from Plannja is saying, both are arguing and discussing how the 
more experience a company gains the more resources the company will commit.  

Product: 
According to Plannja, their products are not to refined as a result the cost for 
transportation can not be covered for long distances. During the 1980s the transport cost 
could be covered due to the low level of competition on  the market and at that time 
products could easily be exported to countries far away such as in eastern Asia. 
 
Today since increased competition have become a fact Plannja have to work with local 
productions even in Europe because of the rapidly increasing competition. Thus the 
choice of entry mode is affected by the product, because Plannja’s product are no to 
processed therefore they have to use entry modes such as producing locally through a 
wholly owned subsidiary, if the product would have been refined they could have had 
exported the product to foreign markets. 
 
The features of the product, for example characteristics as value/weight ratio, and 
compositions is important when decisions regarding where the production should be 
performed. Products that have high value/ weight ratios are most possibly used for direct 
exporting. Moreover  when the value/weight ratio is low such as in the beer and soft 
drink industry, companies tend to choose licensing agreements, or investing in local r 
production facilities. Shipments to foreign markets far away would be unaffordable for 
the company because of the high transportation costs (Hollensen, 2004).  
 
Plannja is furthermore discussing their products non refinement and how that would 
affect the choice of entry mode. However both the research conducted by Hollensen 
(2004) and empirical data collected from the Plannja tend to indicate that the products 
characteristics will influence the choice of entry mode. Since Hollensen is discussing 
how the product features will affect the choice of entry mode.  
 

5.2 Within-Case Analysis Minelco 

5.2.1 External Factors Influencing Minelco’s Choice  of Entry Mode 

Market barriers: 
Minelco says that market barriers influence the choice of market entry mode. He says that 
Minelco have to adapt their market entry modes and their way of doing business in 
general accordingly with he rules and regulations that that is existing on the market. 
However Koch (2001) also discusses how the market barriers could affect a company’s 
choice of entry mode and under are some examples stated.  

• tariff barriers; 
• governmental regulations; 
• distribution access; 
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• natural barriers (market success and customer allegiances); 
• advanced versus developing countries; 
• Exit barriers. 

Both Minelco and Koch (2001) says that market barriers influence the choice of market 
entry mode. Therefore the data is inline with the theory, and connections can be made. 

 Industry feasibility/viability of MEMs: 
Minelco choice of entry mode have not been influenced buy such industry 
feasibility/viability such as that industries of countries that do not allow certain entry 
modes .But however there is areas in the world where it is most common and the business 
culture is most used to see foreigners enter their markets with entry modes such as 
agents/distributors, then that have affected Minelco’s choice of entry mode. For example  
in southeastern Asia  Minelco have been working trough agents /distributors  trying to be 
flexible and  adapting according to local circumstances .They have also been influenced 
by industry factors in South Africa , in South Africa there is something called black 
economy empowerment . It is s project where companies try to support black people to 
start their own businesses and to be successful. Therefore Minelco tried to use them as 
agents instead of opening up their own subsidiaries.  
 
According to Koch (2001) in some countries there are entry modes that according to law 
are forbidden such entry modes could for instance be fully owned subsidiaries. This way 
of excluding some entry modes often include selected industries that the state has 
strategic interests in. Some countries uses barriers: restrictive labor regulation, cost of 
labor, insufficient level of skill, and this may frighten a company to set up a subsidiary or 
a joint venture operation in the foreign market. Due to the fact that different entry modes 
have particular risks and costs and that they have different  sales potentials, some modes 
of entry will be more appropriate than others in given situations. 

 
From analyzing what Minelco and the theory by Koch (2001) have said one can see that 
there is a connection between what the theory through Koch (2001) is saying and what 
the sample company has said about industry feasibilities /viabilities affects on the choice 
of market entry mode 

Market growth rate: 
Minelco says that market growth is an important factor when choosing on the choice of 
market entry mode, the company says that in large markets with fast growth they usually 
chooses to open up an wholly owned subsidiary and in smaller markets with medium 
degree of growth they prefer to enter the markets indirectly through the usage of agents. 
Thus the investigated theory and the empirical data are to the largest extent on the same 
line saying that market growth influences on the choice of entry mode. 

 
According to Koch (2001) market growth has been used as a criterion when selecting 
market entry’s, market growth is having an important role. When a market  have a high 
growth  and if this market growth rate does not seem to be constant for several years , the 
company have to take advantage of the occasion as quick as possible and use indirect or 
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direct exporting. If demand in market overseas is forecasted to be very large but only in 
short time setting up an own manufacturing/marketing subsidiaries may be a proper way.  
 
Thus the investigated theory and the empirical data are to the largest extent on the same 
line saying that market growth influences on the choice of entry mode. 

Image support requirements: 
Minelco also are quoted saying that the image support requirement do not affect 
Minelco’s choice of entry mode. They mention that the products of Minelco are B2B and 
the product is not refined therefore they believe that Minelco’s choice of entry mode does 
not get influenced by the image support requirement.   

 
But Koch (2001)  have been saying that there  are industries that require companies 
which want to build and maintain an image of a leading global supplier have to be active 
on  the  primary markets. Companies could if they see it necessary license their new 
discovery to enlarge their position as a global supplier of newest technology and affect 
relevant industry standards. Some companies try to keep the same standards after the 
sale, which may lead to the preference of modes which facilitate the achievement of this 
objective by setting high control over distribution and service network.  

 
Thus, one can clearly see that the empirical data is not inline with the theory. Since 
Minelco do not consider image support requirements when making their choice of entry 
mode, but according to Koch (2001) this is a factor that influences companies’ choice of 
entry mode. 

Global management efficiency requirements: 
Global management efficiency requirement influence the choice of entry mode that 
Minelco chooses, Minelco begins with estimation regarding how they will try to enlarge 
their amount of sales on a market and then, they analyze and compare the costs to the 
forecasted revenues they will get from the sales. When the costs are higher than the 
revenue they Minelco will not enter the new market. If the revenue is larger than the costs 
then Minelco will try to enter the new market and they will also consider the relationship 
between success and the time it takes reach for each entry mode, that means Minelco 
have to make a decision on what entry mode is most appropriate taken the recourses 
invested and the time needed into consideration, for the entry mode to reach success on 
markets overseas. 
 
According to Koch (2001) the growing interest in international business increase the 
awareness of the limitations about the company’s resources and it is a question of time 
before it leads to a   re-definition of the company’s global strategy. There are companies 
that have chosen a wide, multinational mode of operation, for others, the standardized, 
narrower global approach may be more appropriate, seen from a strategic efficiency 
perspective. 
 
Critical success factors and companies core capabilities must be investigated to find the 
most favorable organizational structure and strategy. Avoiding extreme diversity of the 
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global market entry portfolio may be a good idea for most global companies. Possible 
economies of scale (and scope) that may come from that portfolio have to be studied and 
organization structures and strategies of all competitors have to be taken into 
consideration. Lesser participation is required from the company headquarters but in 
some entry modes it may be another decision factor. 

Both Minelco and Koch (2001) says that the the global management efficiency 
requirement have an influence on the choice of market entry mode. However Minelco do 
say that the global management efficiency requirements only to some extent influence the 
choice of market entry mode. Therefore it is hard to see any clear connections between 
what the theory is saying and what Minelco is saying. 

Popularity of individual MEMs in the overseas market: 
Minelco is not immediately affected of the entry modes that are commonly used in their 
industry or by their competitors. Minelco has their own independent plan and policies 
since they have been international for a long time and Franc Schulte also had offices and 
branches in Western Europe USA and Asia. Frank and Schulte had personnel with 
competences,  people knowing a lot about markets in that areas so the entry modes they 
decided on were to almost  none extent  influenced by competitors or their choice of entry 
mode. But anyway Minelco try to be conscious of what the competitors do will not close 
their eyes and become unknowing. However Minelco discusses that they sometimes 
choose the same entry mode as their competitors, but Minelco this decision is based on 
the fact that Minelco believe this entry mode is sufficient and could lead to success and 
profitability in the future rather than if the competitors are choosing it. 
 
Koch (2001) says that in some country markets there is a great attractiveness for specific 
entry modes in specific industries. The new potential entrant’s choice of entry mode will 
be influenced by the experience, degree of success of the previous entrants and the 
expected product market situation. Often , when a company have  a good experience in a 
specific entry mode and when there is expectations on increased demand and there is a 
steady business environment it will support the entry mode most popular. However 
companies that have successfully been using other entry methods in other markets may 
be want to try an alterative to the mode of entry common in the new market, if that would 
improve strategy match  
 
Minelco say that they got influenced to some extent but that they have their own strategic 
thinking policies that they follow; they do not dogmatically copy what somebody else 
choice of entry mode. Koch (2001) and Minelco agree on that companies to some extent 
get influenced by their competitors experience and earlier and current choice of market 
entry mode.  

Target Country Market Factors: 
The mode of entry selected by Minelco is definitely influenced by several factors on the 
market these factor should be the markets potential for growth as well as the business 
ethics on the market .When Minelco focuses on markets they try to focus on large 
markets that can grow very fast, if that is the case to start up a wholly owned subsidiary is 



 

54 

most appropriate. In geographical regions where there is problems and in securities 
regarding payment and lower level of trust then Minelco most times relays on agents/ 
distributors. 
 
According to Root (1994) the size of the target country market is of crucial influence on 
the entry mode. Where there is small markets entry modes that have low break even sales 
volumes (indirect and agent/distributor exporting, licensing and some contractual 
arrangements) are appropriate. On the markets with high sales potentials it is appropriate 
to work with entry modes which have high break even sales volumes (branch, subsidiary, 
exporting and equity investment in local production (ibid). 
 
Seen from another point of view considering the target market is the competitive 
structure, open free markets (atomistic) wit several none dominant competitors to 
oligopolistic where there is few dominant parties and monopolistic where there is only 
one dominant part. Atomistic markets supports the selection of  exports as an entry mode 
compared to both oligopolistic and monopolistic markets, since these markets require 
entry through equity investment in production to be able to compete against dominant 
companies. In countries where the competition is seen as very dominant for choosing 
equity and export modes an alternative can be start working with contractual modes such 
as licensing.(ibid) 
 
There is also another part of the target country market factors that is the quality and 
accessibility of the local marketing infrastructure. When for instance competent local 
agents and distributors are cooperating with other firms or if they do not exist at all, then 
the exporting company has to reach the market through a branch / subsidiary entry mode 
(ibid).  
 
Minelco agrees with what Root (1994) says regarding the target countries market factors, 
influence on the choice of market entry mode. Minelco says that the growth is affecting 
the choice of entry mode, and they also add the fact that the quality and security of agents 
and distributors also affects the choice of entry mode. Root (1994) further also discusses 
and agrees with Minelco saying that says that there is also another aspect of the target 
country market factors that is the quality and accessibility of the local marketing 
infrastructure such as agents/distributors, they could also accept the choice of market 
entry mode. 
 
Root (1994) also states that the competitive structure could affect the choice of entry 
mode. Minelco did not give any immediate answer on this question, so no connections 
could be seen between entry mode choice and competitive structure. 

Target Country Production Factors: 
The production factors which are used by Minelco do not influence  Minelco’s entry 
mode choice since Minelco is simply  producing one product abroad which is an fire 
proof mineral that is sold to steelworks and foundry, this mineral can be find in China 
they also have one small mine in Turkey, besides this Minelco’s production abroad is 
very small.   
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Root (1994) makes a connection between how companies choice of entry modes are 
influenced by production factors such as quality, quantity and cost of raw materials, 
labor, energy and production factors in the targeted country, Root (1994) continues the 
discussion saying that   quality and cost of the economic infrastructure (transportation, 
communications, port facilities etc) also influences the selection mode of entry. 

 
The data presented by Root (1994) is saying that target country production factors such as 
quality, quantity cost of raw material, labor, energy and other production factors in the 
targeted country will affect the choice of entry mode. Minelco did not either mention 
none of the factors stated above. Therefore the researcher can not se any connections 
between the empirical data received from the investigated company and the theories 
presented by Root (1994). 

Target Country Environmental Factors: 
There is  environmental factors that affect Minelco’s choice of entry mode, one of those 
are countries economical and political situation for instance countries that have 
destabilized economies and politics, then Minelco have to choose agents or partners 
instead of the preferably wholly owned subsidiary. They try to select a distributor/agent 
that knows the area as good as the risk to fail is minimal. Since Minelco want to limit its 
commitment in such markets. Minelco do also in most cases not conduct business with 
local currencies instead they use the US dollar, therefore they do not need to think about 
labile local currencies. 
 
According to Root (1994) economical, political and socio cultural factors of the targeted 
country can affect the selection of entry mode. The most important factor seems to be 
government policies and regulations. Strict import regulations could be viewed in form of 
high tariffs and hardly regulated quotas, these regulations complicates an export entry 
mode, and pushes the company to find other entry modes. 
 
Minelco agrees to the most with what Root (1994) have said regarding the environmental 
factors influence of the choice of market entry mode. Both Minelco and Root (1994) 
discuss how political economical factors can affect a company’s choice of entry mode. 
The difference between what Root (1994) have said and what the Minelco are using is, 
Minelco do not say that the socio cultural distance have an impact on the choice of 
market entry mode.  

Home country Factors: 
Minelco agrees with Root (1994) saying that choice of entry mode is influenced by home 
country factors. Minelco mentions how Minelco started working with industrial minerals 
in Sweden and then started to expand to Scandinavia, Europe and the whole world. The 
expansion depended on the great potential that the minerals had on the world market. The 
size of the Swedish economy has not affected the choice of entry mode but it forced 
Minelco to internationalize. The Swedish government has also affected Minelco’s choice 
of market entry mode, Minelco had during the war in Iraq in 2003 got some orders from 
companies in that area but there were some trade embargoes conducted by the Swedish 
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government and that included Swedish companies trying to export and enter to those 
areas. 
 
According to Root (1994) home country factors such as market production and 
environmental factors also influenced the companies’ choice of entry mode. Companies 
with small domestic markets are more often going to export products and through that 
way optimize there size. The competitive structure in the home market has a significant 
influence on the entry mode choice, for example companies in oligopolistic industries 
usually choose entry mode depending on what the competitors have chosen. However 
companies in atomistic markets tend to use exporting and licensing as entry modes. When 
production cost is higher in the home country than in the targeted country there is support 
for entry modes with local production, for example licensing, contract manufacture and 
investment. Another important factor that affects companies’ choice of entry mode is the 
home country government’s attitude on the issue regarding exporting and foreign 
investments conducted by domestic companies. The host governments do in some cases 
offers tax incentives to encourage exporting and simultaneously are against or neutral on 
foreign investments, then its policy is biased in favor of exporting and licensing or other 
contractual modes of foreign market entry. 
 
According to Minelco and to the theory presented by Root (1994) the choice of market 
entry mode is to some extent influenced by home country factors. Therefore one can state 
that the empirical data is in line with the theory. 

5.2.1 Internal Factors Influencing Minelco’s Choice  of Entry mode 

Company size/resources: 
Due to the fact that Minelco is a subsidiary of one of the worlds leading iron ore 
producers  Minelco gets both financial and know how support provided by LKAB. 
Minelco also discusses saying that if LKAB were non existent Minelco would have had 
difficulties to open up its own subsidiaries, both because of the financial resources and 
the know how regarding international markets that LKAB provide for Minelco. 
 
Smaller companies do in many cases have fewer market servicing alternatives as Koch 
(2001) have quoted from Benito and Welch, (1994). The size of the company is related to 
the amount of resources that the company had and Small companies have a limited 
amount of resources. Therefore it could be more demanding as well as harder for small 
companies to use some market entry modes that need a large amount of resources. For 
instance, to set up a fully owned subsidiary often demands very large investments; small 
companies many times do not have satisfactory management potential and special skills 
to enter market abroad through establishing fully owned foreign based subsidiaries or 
international joint ventures. The company's size/resource influence on the company’s 
choice of market entry mode.  
 
 
Finally Minelco states the importance of size and resources when wanting to enter new 
markets. They also say that companies with larger sizes and resources have more options 
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regarding the choice of entry mode, and smaller companies are more limited to few 
alternatives when selecting market entry modes, since they often have less resources. The 
perspectives of Minelco and the theory provided by Koch (2001) agree with each other, 
saying that company size/resources affect the choice of entry mode. 

 Experience in using MEM:  
Minelco states that experience gained from the use of different market entry modes have 
had an impact on their choice of current market entry modes. 
 
Minelco agrees that earlier experience from entry modes will fit companies’ choice in the 
future, however Minelco also says that the most profit and successes have been gained 
when Minelco set up their own subsidiaries .Minelco also states that this still means that 
agents and distributors can be successful choices of market entry modes. Moreover one 
have to be very careful and keen when using agents and distributors because Minelco in 
history have had hard time with some distributors and agents, the company continues 
saying because of the historical bad experience of some agents and distributors and 
because of their more positive experience from wholly owned subsidiaries. That can 
naturally influence their choice of entry modes, to the favor of wholly owned 
subsidiaries, not always but some times. 
 
Koch (2001) quote Paliwoda and Thomas, 1998; Root, 1994; Van Fleet, 1991 saying that  
how many times, how recently, in what conditions or if it is similar or dissimilar the 
company or if the companies competitors have used any particular market entry mode 
and their success and degrees of all these factors clearly affects both the market entry 
selection process and the choice of entry mode. 
 
Thus the empirical data collected from Minelco and the theories quoted by Koch (2001) 
have in common that they agree with the theories quoted by Koch (2001) therefore one 
can see a relationship between companies’ earlier experience of entry mode and its 
influences on future choice of entry mode.  

Management risk attitudes:  
Minelco do not see risk as any factor that affects the choice of entry mode, because 
Minelco tries to avoid risks with all means.  
 
The company’s different international business risk acceptance depends on the financial 
condition, and strategic alternatives of the company as well as the competitiveness of its 
competitive atmosphere and its experience. The perceived risk related to an individual 
market entry mode or country can influence a company’s choice of market entry mode in 
a significant way as Koch (2001) quotes from (Johansson, 1997, p 124). 
 
Minelco do believe risk is not any factor that affects their choice on mode of entry. This 
makes it very hard to see any connections between empirical data and previous research 
presented by Koch (2001). 
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The study conducted by Koch (2001) considers risk when making the choice of entry 
mode, furthermore Koch (2001) discusses the issues saying the perceived risk related to 
an individual market entry mode or country influences the choice of market entry mode 
chosen.  

Market share targets: 
When the goal is to enlarge their market shares on the present market Minelco will work 
towards improvement of their sales strategies instead of setting up new subsidiaries. But 
there are also other goals for example to increase their sales volumes in general then 
Minelco try to view markets outside their home market and start new sales branches as 
well as Company/subsidiaries in that market. 
 
When the standard used for selecting market entry mode is sales or market shares 
maximization, market entry modes which are understood to have the highest probability 
for delivering the desired results within established planning periods will be preferred 
(Koch, 2001).  
 
Minelco will work towards improvement of their sales strategies instead of setting up 
new subsidiaries when the goal is to increase market shares on the present market. That is 
in line with what Koch (2001) said about that speed and probability of market entry mode 
fulfillment of companies market share targets, and should be considered when trying to 
reach a market share goal. 

Profit targets:  
In Minelco the economic activities and profit goals are decided depending on the 
business area. Each product and business area has got its own separate profit targets and 
there are also overall profit goals for the company no matter if the company is using 
agents or if it is a wholly owned subsidiary or both. Thus according to Minelco their 
choice of entry mode is not influenced by profit targets. 
 
Different market entry modes are most probably going produce profit to different 
degrees; equally importantly, the differences of profit generation of different modes 
(take, for example, indirect export and investment in a new manufacturing and marketing 
overseas operation) will be very dissimilar (Koch, 2001).  
 
Minelco discusses how each product and business area has got its own separate profit 
targets and there is also overall profit goals for the company no matter what entry mode 
used. According to Koch (2001) the profit target will affect the choice of market entry 
mode; however that is not agreeable with what the Minelco’s empirical data is saying. 

International experience:  
According to Minelco the international experience have not made Minelco more brave in 
the sense that the more experience they got the more money they put in wholly owned 
subsidiaries.  
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According to Hollensen (2004) International experience decreases the cost and 
uncertainty lower when working in foreign market as well as create a higher level of 
likelihood for committing resources to foreign markets. Hollensen (2004) quotes 
Johanson &Vahlne (1977) saying that a firm’s immediate experience in the international 
marketplace increases the probability of committing extra resources to foreign markets. 
 
However according to Minelco there is no connection between international experience 
gained and the choice of entry mode. Therefore there is no relationship between degree of 
international experience and choice of entry mode.  

Product: 
The discussions on products role when deciding on market entry mode is continued by 
Minelco saying, minerals in general are heavy, therefore it have became harder to 
compete in markets far away than it was five years ago. Because the transportation cost 
will be very high if Minelco are going to transport minerals and sometimes start up their 
wholly owned company abroad since it could be very hard as well as very expensive to 
move the mine.  
 
The features of the product, for example characteristics as value/weight ratio, and 
compositions is important when decisions regarding where the production should be 
performed. Products that have high value/ weight ratios are most possibly used for direct 
exporting. Moreover when the value/weight ratio is low such as in the beer and soft drink 
industry, companies tend to choose licensing agreements, or investing in local  
production facilities. Shipments to foreign markets far away would be unaffordable for 
the company because of the high transportation costs (Hollensen, 2004).  
 
Empirical data collected from the Minelco as well as research conducted by Hollensen 
(2004) tend to show that the products characteristics will influence the choice of entry 
mode.  

5.4 Cross case analysis: 
In this chapter the both case studies will be compared against each other. I tried to give 
the reader a summary of my case studies through two tables with a discussion that 
furthermore explains the tables. 

5.4.1 External Factors Influencing the Choice of En try Mode 
 
Table 5.1 Cross-case analysis showing external factors influencing the choice of entry 
mode.    
                             Company 
 
Theory 

                              
Plannja 

 

                                     
Minelco 

External Factors   
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    -  Market barriers 

 
Yes 

 
Yes 

 
- Industry feasibility/viability 

of MEM 

 
Yes 

(to some extent) 

 
Yes 

(to some extent) 
 

- Market growth rate 
 

Yes 
 

 
Yes 

 

 
- Image support 

requirements 

 
No 

 
No 

 
- Global management 

efficiency requirements 

 
Yes 

 

 
Yes  

(to some extent) 

 
- Popularity of individual 

MEMs in the overseas 
market 

 
Yes 

(to some extent) 

    
Yes 

(to some extent) 
 
 

 
- Target Country Market 

Factors 

 
Yes 

 

 
Yes 

 

 
- Target Country 

Production Factors 

 
Yes 

(to some extent) 

 
No 

 
- Target Country 

Environmental Factors 

 
Yes 

 

 
Yes         

 

 
- Home Country Factors 

 
Yes 

 
Yes 

 

 
Table 5.1 shows how external factors have influenced my two case studies choice of 
entry modes. To the largest extent the investigated companies agrees with each other 
regarding on which external factors that influences SMEs choice of market entry modes. 
However there is one factor that the two sample companies disagree about that are the 
target country production factors. Plannja did not mention any of these factors as crucial 
when deciding on the choice of entry mode. But he said that production factors are 
important and should be considered when deciding on what type of entry mode to choose. 
The production factors which are used by Minelco do not influence  Minelco’s entry 



 

61 

mode choice since Minelco is simply  producing one product abroad which is an fire 
proof mineral that is sold to steelworks and foundry, this mineral can be find in China 
they also have one small mine in Turkey, besides this Minelco’s production abroad is 
very small.   

5.4.2 Internal Factors Influencing the Choice of En try Mode 
 
Table 5.2 Cross-case analysis showing internal factors influencing the choice of entry 
mode. 
                             Company 
 
Theory 

                                       
Plannja 

 

                                     
Minelco 

Internal Factors   

 
-  Company size/resources 

 
Yes 

 

 
Yes 

 
 

- Experience in using MEMs 
 

Yes 
 

 
Yes 

 

 
- Management risk 

attitudes 

 
Yes 

 

 
No 

 
- Market share targets 

 
Yes 

(to some extent) 

 
Yes 

(to some extent) 

 
- Profit targets 

 
No    

 
No 

 
- International experience 

 
Yes 

 
No 

 
 

 
- Product 

 
Yes 

 

 
Yes 

 

 
Table 5.2 Shows how internal factors influences the choice of entry mode. To the largest 
extent the both investigated companies agrees with each other, but regarding if 
international experience is affecting SMEs choice of market entry mode the two sample 
companies has their own views. Plannja is discussing how the more experience a 
company gains the more resources the company will commit in form of entry modes such 
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as wholly owned subsidiaries. However according to Minelco there is no connection 
between international experience gained and the choice of entry mode 

6. Findings and conclusions: 
In this chapter the findings and conclusions of the study will be presented and in the final 
part of this chapter possible implications will be presented. 
 
The purpose of this study is to provide a deeper understanding of the factors that influence 
SMEs choice of foreign market entry method. To this we address the following research 
questions, how can the influence of external factors on the choice of market entry mode 
be described? How can the influence of internal factors on the choice of market entry 
mode be described? 
 
To answer those research questions the researchers started to review literature that would 
lead to a conceptual framework, which have been the fundament for this thesis.  Theories 
that were discussed in the conceptual framework, were theories that  are very well known 
and recognized among scholars all over the world , but still from this research conducted 
it is clear that  empirical data  collected from the case studies  and theories  do not always 
fit with each other , but many times they will. However the researchers conclusions is 
based on two case studies conducted on Swedish SMEs therefore it is not always easy to 
state or say that  fellow scholars have done the wrong conclusions regarding factors that 
influences companies choice of entry mode. 
 
It is also important to remember that very many articles are written in the area relating to 
entry modes. Many of them are also considering MNCs instead of SMEs. Others do not 
distinguish between MNCs and SMEs when discussing entry modes and factors that 
influence entry modes. Very many companies today are working in forms of international 
SMEs and therefore the researcher thinks it is worth to discuss the importance of factors 
that influences the choice of entry mode. 
 

6.1 How can the influence of external factors on th e choice of 
market entry mode be described? 

 
My research shows that several external factors affect the choice of market entry mode, 
Since I compared the different cases towards each other, as well as toward the theory 
presented in chapter two. 
 
During my study I found out that different external factors influence the choice of market 
entry in different ways. The investigated external factors were all shown in table 5.1. 
 
Market barriers: 
In this study I have discovered how market barriers in general and trade regulations in 
particular affect the choice of entry mode, market barriers forces companies to adapt their 
way of entering markets since both sample companies and the theory argues that market 
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barriers affect he choice of entry mode. However both of the sampled companies is 
indicating that market barriers have an immediate influence on the way of doing business 
as well as on the choice of entry mode. 
 
Industry feasibility/viability of MEM: 
Industry feasibility/viability of MEM are according to my research founding affecting 
companies in a way that pushes companies to work towards and try to adapt to the 
policies and standards accepted in the particular industry. Both sample company’s state 
how they had to adapt and use entry modes such as agents/distributors instead of wholly 
owned subsidiaries in markets where governments forbid wholly owned subsidiaries or 
where it is not accepted in the business culture to enter new markets through wholly 
owned subsidiaries. 
 
Market growth: 
Market growth rate, have in my study been found as an important factor when discussing 
the influence of external factors on market entry modes. The finding are discussing how 
depending on the markets growth companies should use different entry modes. When the 
market is growing fast and when the market is large it is appropriate to use a wholly 
owned subsidiary. I also found out when the market is smaller and grows in a relatively 
more not fast not slow speed then it is more appropriate to enter foreign markets though 
agents or other local partners. Companies are therefore affected on the speed of the 
market growth when making their choice of entry mode.  
 
Image support requirement: 
I have from my research found out that image support requirement do not influence the 
choice of entry mode, since both the investigated companies agrees on that this factor do 
not have any influence on the choice of entry mode. However the theory by Koch (2001) 
is arguing that there are industries that require companies which want to build and 
maintain an image of a leading global supplier have to be active on the primary market.  
 
Popularity of individual MEMs in the overseas market: 
Popularity of individual MEMs in the overseas market is one factor that affects the choice 
of entry mode. The popularity is considered because one company naturally is affected by 
what its competitors is doing. The company competes with its competitors and has to see 
what they are doing, however companies are fully relaying on what competitors have 
been doing. However they do take the competitors choice of market entry mode into 
consideration. This means that companies will consider their competitors choice of entry 
mode, but the base for decision on entry mode depends on their own strategic thinking 
and their own policies. 
 
Target country market factors: 
The target country market factor is a factor that has a determinant role on companies’ 
choice of market entry mode. Depending on the target market factors the companies 
choice of market entry mode is decided on. When the market size is large companies 
prefer to use wholly owned subsidiaries as entry modes and at the opposite when the 
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market size is smaller companies prefer to select indirect entry modes such as agents and 
distributors. 
 
Target country environmental factors: 
The last external factor which can influence the choice of company’s market entry mode 
will finally be discussed. Target country environmental factors are affecting the choice of 
entry mode in form of political and economical instabilities and regulations as well as 
through political and economical encouragement in form of subsidies to the investing 
countries. For instance Koch (2001) mentions how hardly regulated quotas pushes 
exporting companies towards other sort of entry methods, Plannja discusses how some 
countries encourage entry methods such as joint ventures with local companies through 
giving companies investment subsidies. Finally Minelco mentions how Minelco in 
destabilized economies has to use agents/distributors instead of preferably wholly owned 
subsidiaries because they do not want to commit to many resources on such markets. 
 
 
Finally I will draw some specific conclusions concerning how the external factors can 
influence the choice of market entry mode. 

• My study found that the market barriers in general and trade regulations in 
particular pushes SMEs to adapt their choice of entry mode towards the market 
barriers on the specific market. 

 
• My study shows how  Industry feasibility/viability of MEM  pushes SMEs to  

adapt  their choice of entry mode  towards policies and standards accepted in the 
particular industry 

 
• SMEs are influenced of the speed of the market growth when making their choice 

of entry mode. 
 
• I have from my research found out that image support requirement do not 

influence the SMEs choice of entry mode. 
 

• According to my research SMEs will consider their competitors choice of entry 
mode, but the base for decision on entry mode depends on their own strategic 
thinking and their own policies. 

 
• When entering large markets SMEs preferably use entry modes such as wholly 

owned subsidiaries and when entering smaller markets the use of 
agents/distributors are preferred. 

 
• SMEs choice of entry mode is influenced by the political and economical factors 

in the targeted country, because governments’ policy towards foreign investors is 
affecting SMEs choice of entry mode. The economical situation in the country 
also influences SMEs choice of entry mode. 
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6.2 How can the influence of internal factors on th e choice of 
market entry mode be described? 
 
Company size/ resources: 
Company size/ resources are a factor that I in my study found important when deciding 
on the choice for entry mode. The size of the company as well as its resources decides on 
what sort of entry mode a company can choose. More resources demanding entry modes 
such as wholly owned subsidiaries is most probably the best option when the company is 
large and the amount of resources are great. Therefore the size limits a company’s 
spectrum of entry options that a company can choose between. Since smaller companies 
do not have the same amount of resources as larger companies. 
 
Experience in using MEMs: 
Experience in using MEMs affects companies’ choice of entry method companies such as 
Plannja and Minelco as well as the theory discussed by Koch (2001) is saying that how 
many time, how recently and during which circumstances the particular market entry 
mode has been used, will influence companies’ future choice of market entry modes. 
Plannja’s choice of entry method is also affected of how lately one entry method has been 
used victoriously in a specific country. If the use of a victorious entry mode were 
relatively close seen from a time perspective, then the probability to use it again will be 
high. Minelco also argues saying because of their historical bad experience of some 
agents and distributors and because of their more positive experience from wholly owned 
subsidiaries. It can naturally influence their choice of entry modes, to the favor of wholly 
owned subsidiaries. 
 
Profit targets: 
Profit targets will according to Koch (2001) affect the companies’ choice of entry mode 
because depending on the profit target the company will select on their entry mode. 
However both the investigated companies do disagree with this. Saying that the 
companies do not choose wholly owned subsidiaries or agents depending on the profit 
target. Therefore we can conclude that profit targets are not an internal factor that 
influences companies’ choice of entry mode. 
 
International experience: 
International experience is a factor which I found out to a certain degree influences the 
choice of market entry mode since the theory and one of the two sampled companies 
agrees that, international experience is a determinant when selecting entry modes. 
Companies’ international experience is a factor that gives companies more and deeper 
knowledge of the market place as well as creating likelihood for committing more 
resources to foreign markets. When companies get more and more international 
experience there is they more often use resource demanding entry modes such as wholly 
owned subsidiaries. 
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Product: 
I found out how the influence of the products features on the choice of market entry mode 
can be described as clear. The product features are seen as crucial factor when choosing 
market entry modes. Both the sampled companies and the theory are saying that 
characteristics such as value /weight ratio are important to consider when making a 
choice regarding market entry modes. According to my research, companies’ choice of 
entry mode is influenced by the product characteristics such as weight, and refinement of 
the product. When the product is not refined or very heavy (the value/weight) is low 
companies prefer to select entry modes such as wholly owned subsidiaries because it will 
be too expensive to transport none refined or products with a low value/weight to foreign 
markets far away.  
 

After discussing how the influence of internal factors on the choice of market entry 
mode can be described the following conclusions emerge: 
 

 
• The size and amount of resources limits a SMEs spectrum of entry options that a 

SME can choose between. 
 

• According to my finding how many time, how recently and during which 
circumstances the particular market entry mode has been used, will influence 
SMEs’ future choice of market entry modes. 

• My research shows that profit targets are not an internal factor which influences 
SMEs choice of entry mode. 

 
•  SMEs choice of entry mode is influenced by the product characteristics such as 

weight, and refinement of the product. 
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6.3 Implications 
 
In this section the implications for this study will be presented. The implication section 
will include: Implications for Theory, Management and Future Research. 
 

6.3.1 Implications for Managers 
This research has shown that external and internal factors influence SMEs choice of 
market entry mode. However, there are some entry modes that according to theory stated 
in the conceptual framework are influencing the choice of entry mode but the empirical 
data do not agree on the statement. Therefore it is very important for the manager to be 
aware of the fact that what is stated in theory is not always the absolute truth.  
 
 

• Managers should consider socio cultural factors when choosing market entry 
modes. 

 
• Managers should not ignore the importance of company size when choosing 

market entry modes. 
 

• Managers within SMEs have to adapt their choice of entry mode towards market 
barriers on the particular market. 

 
• Managers should not consider image support requirements when making the 

choice of market entry mode. 
 

• Managers should adapt the choice of entry mode towards the speed of market 
growth in overseas economies. 

 
• Managers should not relay too much on profit targets when making the choice of 

market entry mode. 
 

• Managers should considering product characteristics such as weight and product 
refinement when making their entry mode choice. 

 

6.3.2 Implications for Theory 
The purpose of this study is to provide a deeper understanding of the factors that 
influence SMEs choice of foreign market entry method. In order to be able to answer the 
stated research purpose, internal and external factors that influence the choice of entry 
method have been discussed. My findings and conclusions to the largest extent agree with 
what theory has been saying. However at time my findings weaken the existing theory 
since I have from my research found out that external factors such as image support 
requirement do not influence the SMEs choice of entry mode and I also conclude that 
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profit target are not an internal factor which influences SMEs choice of entry mode. This 
thesis is based on empirical findings which are based on two case studies that can serve 
as a fundament for future research. The empirical data compared towards the conceptual 
framework through the use of a within case analysis, and through the use of an cross case 
analysis, have made it possible to answer the stated research questions. 

 

6.3.3 Implications for Future research  
The present study’s limited focus on the internal and external factors that influence SMEs 
choice of entry mode as well as its limited empirical data would clearly leave room for 
more comprehensive research of SMEs in connection with market entry selection. Future 
research may, for example, investigate the following: 
 
. 

• Is there a relationship between the impact of internal and external factors on entry 
mode selection and the type of industry the company is in. 

 
• A comparative study of market entry mode selection of SMEs from different 

countries. 
 

• Relationship between firm’s managerial characteristics and entry mode selection.  
 

• Relationship between firm’s financial strength and foreign entry mode selection. 
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Appendix 1 
Interview guide , English Version 
 

• Name and Title? 
• General information about your company? 
• Turnover? 
• Numbers of employees? 
• When did you start your company? 
• For how long have you been international? 
• In what countries do you operate ? 
• Where do you plan to expand? 
• Which entry modes do you use? and why do you use them? 

 
 
 
RQ1: How can the influence of external factors on the choice of market 
entry mode be described? 
 
 
Witch external factors do you consider when you choose entry modes? And why do you 
choose them? 
 
What do you consider most? Why not and how, can you give me a broader explanation? 
 

• Market barriers  
 

-    Tax barriers 
-    State restriction, distribution access 

      -    Natural barriers (market success and costumer loyalty) 
-    Industrialized countries VS developed countries  
-    Exit barriers 

 
• Industry factors that affect the choice of entry methods  
• Market growth rate 
• image support requirements  
• Global management efficiency requirement  
• Popularity of individual MEMs in the overseas market 
• Foreign countries market factors 
• Foreign countries production factors 
• Foreign countries environmental factors 
• Home country factors 
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RQ2: How can the influence of internal factors on the choice of market entry 
mode be described? 
 
Witch external factors do you consider when you choose entry modes? And why do you 
choose them? 
 
What do you consider most? Why why not and how, can u give me a broader 
explanation.  
 
Changed over times?  
 
 

• Company size/resources 
• Experience in using MEMs 
• Management risk attitudes 
• Market share targets  
• Profit targets 
• International experience 
• Product 
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Appendix 2 
Intervjuguide, Svensk Version 

 
• Namn och titel på dig 
• Berätta lite om er i allmänhet 
• Omsättning? 
• Antalet anställda? 
• Startades? 
• Hur länge har ni varit internationella? 
• Vika länder opererar ni i? 
• Var planerar ni att expandera? 
• Vilka inträdes metoder använder ni er utav? Och varför just dessa? 

 
 

FF:1  Hur kan influenser från externa faktorer påverka  valet utav 
inträdes metoder 

 
   Vilka externa faktorer tar ni hänsyn till när ni väljer inträdesmetoder: 

Varför just dessa? 
Vad tar ni mest hänsyn till? 
Vilka utav nedan stående dessa faktorer? 
Varför, varför inte berätta mer om? 

 

• Markands hinder/barriärer som försvårar inträdet,   

                -  Skattebarriärer;  

                -  Statliga restriktioner; distribution tillgång ; 

                -  naturliga  barriärer 

                -  iland VS uland 

                 -  exit barriärer.  

Externa faktorer som påverkar valet av inträdes metod? 
 
• Industry faktorer  som påverkar val av inträdes metod 
• Marknads tillväxten 
• Image krav(för att ses marknadsledande vissa marknader) 
• Globala lednings effektivitets krav 
• Popularitet utav en inträdesmetod utomlands 
• Främmande landets markands faktorer 
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• Främmande landets produktions faktorer 
• Främmande landets omgivnings faktorer 
• Inhemska faktorer 
 
 

FF :2 Hur kan influenser från  interna faktorer påverka valet utav inträdes 
metoder 
 

Vilka interna faktorer tar ni hänsyn till när ni väljer inträdesmetoder: 
  Varför just dessa? 
  Vilka faktorer tar ni mest hänsyn till, viktigast? 
  Har det förändrats över tiden? 

 
 
Interna faktorer som påverkar valet av inträdes metod? 
 
• Företagets/er storlek och era resurser 
• Erfarenhet utav olika inträdesmetoder  
• Hur riskfyllda de olika inträdesmetoderna är (ledningens attityd gentemot 

risktagande? 
• Mål angående marknads andelar 
• Vinst mål  
• International erfarenhet   
• Produkt  
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