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ABSTRACTHELSINKI SCHOOL OF ECONOMICS 
AND BUSINESS ADMINISTRATION
Master’s Thesis in International Business October 2000
Laura Rinkinen

BORN GLOBAL - GLOBALISATION STRATEGIES OF SMALL AND MEDIUM-SIZED 
HIGH-QUALITY SERVICE COMPANIES

Objectives of the study
Deviations from the mainstream pattern of internationalisation have become a target of great interest 
among researchers of international business. It is assumed that rapidly globalising companies do not 
have enough time to proceed stagewise to different markets. Thus, the main objective of this study 
was to explore the possible globalisation strategy patterns common to bom global high-quality 
service companies, and further to analyse how and why they deviate from the mainstream patterns of 
internationalisation identified for manufacturing companies.

Data and Research Methods
The research was carried out at the FIBO Research Programme. The empirical research was carried 
out based on a multiple-case study approach, as the product, branding, operation, distribution, market 
and customer strategies of four (4) Finnish high-quality service companies were studied. The 
primary sources for data were the semi-structured interviews, which were literally transcripted to 
facilitate the analysis. However, also a screening of the FIBO 1996 database was done to test the 
bom global criteria to be used in the selection of the case companies.

Main Findings
As expected, the POM strategies of bom global high-quality service companies do vary from the 
mainstream internationalisation pattem. However, the POM model is applicable also to bom global 
service companies with some adaptations. There is no specific product pattern, since service 
providers produce mainly services only. A division was, however, made between soft and hard 
services, of which the latter appear more suitable for global distribution. Moreover, these high- 
quality services were found to originate from a product-based lead market. Since services can not be 
protected by proprietary means, some companies developed innovative means to safeguard and add 
value to their market offerings.

No consistent pattern of operation mode utilisation could be identified. Further, domestic stages of 
the companies studied were in three cases virtually non-existent. Foreign direct investments were 
made almost from the outset due to time constraints in establishing presence in important markets. 
Related to the holistic pattem, companies were found to progress towards the co-operative stage 
faster than traditionally in order to compensate for the resource disadvantage of an SME. In fact, 
founders’ risk-taking ability and the reduced or non-existent lateral rigidity is reflected for instance 
in the fast introductions of new operation modes. Moreover, three companies, interestingly, 
established multiple channels directly. Further, the importance of the Internet was found very high. 
In fact, the Internet and the wireless networks were found to be prerequisites to the simultaneous 
introduction of hard services in several markets. The distribution strategies of bom global service 
companies are quite closely linked with their operation strategies, and in some cases the distribution 
channel choices affect crucially the operation mode selection.

Finally, business distance does not rule the market selection of bom global service companies. The 
companies were found to leapfrog very early from Europe to multiple continents. The selection of 
markets is rather made on the basis of market potential and customer sophistication, meaning entries 
to customer-driven lead markets. In most cases the customer segmentation was done on a global 
basis, and the customer strategy formulation is followed by market strategy development as assumed.
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HELSINGIN KAUPPAKORKEAKOULU TIIVISTELMÄ
Kansainvälisen liiketoiminnan pro gradu -tutkielma
Laura Rinkinen Lokakuu 2000

BORN GLOBAL - KORKEATASOISIA PALVELUITA TUOTTAVIEN 
PK-YRITYSTEN GLOBALISOITUMISSTRATEGIAT

Tutkimuksen tavoitteet
Kansainvälisen liiketoiminnan tutkijat ovat lisääntyneesti identifioineet tapauksia, jotka poikkeavat 
perinteisistä yritysten kansainvälistymismalleista. On oletettu, että erittäin nopeasti globalisoituvat 
yritykset, joihin viitataan nimityksellä ’bom global’, eivät kansainvälisty perinteiseen tapaan. 
Tutkimuksen päätavoitteena olikin tutkia, onko globalisoituville, korkeatasoisia palveluja tuottaville 
PK-yrityksille mahdollista määritellä malleja tai kaavoja, joiden mukaan niiden globalisoituminen 
kehittyy ja sen lisäksi analysoida miten ja miksi nämä mallit eroavat kansainvälistymismalleista, 
jotka on kehitetty kuvaamaan tuotantoyritysten kansainvälistymistä.

Lähdeaineisto ja tutkimustapa
Tutkimus toteutettiin FIBO-tutkimusohjelmassa, jonka johtajana toimii professori Reijo Luostari
nen. Tutkimus oli luonteeltaan empiirinen, ja se toteutettiin monitapaustutkimuksena, jossa tutkittiin 
neljän suomalaisen palveluyrityksen mote-, brand-, operaatio-, jakelu-, markkina- ja 
asiakasstrategiat. Ensisijaisena lähdeaineistona käytettiin puolijäsenneltyjä haastatteluja, jotka 
litteroitiin analysoinnin helpottamiseksi. Tämän lisäksi vuoden 1996 FIBO-tietokantaa käytettiin 
hyväksi tapausyritysten valintakriteerien testaamista varten.

Tärkeimmät tulokset
Kuten oletettiin, bom global -palveluyritysten mote-, operaatio- ja markkinastrategiamallit eroavat 
perinteisistä kansainvälistymismalleista. Kuitenkin, ’POM-malli’ soveltuu palveluyritysten 
globalisoitumisen kuvaamiseen mallin mukauttamisen jälkeen. Luonnollisesti palveluyrityksille ei 
voi identifioida tuotemallia sellaisenaan, koska nämä yritykset keskittyvät palveluiden tuottamiseen. 
Palvelut jaettiin kuitenkin ’koviin’ ja ’pehmeisiin’ palveluihin, joista ensimmäiset soveltuvat 
paremmin globaaleille markkinoille, koska niitä voidaan viedä maasta tuotteiden tavoin. Lisäksi, 
tutkitut korkeatasoiset palvelut ovat peräisin maista, jotka ovat alan johtavia tuotekehityksessä. 
Koska palveluita ei voida suojata merkki- tai yksinoikeuksin, jotkut firmat ovat kehittäneet 
innovatiivisia keinoja suojata palveluitaan ja tehdä eroa kilpailijoiden palveluihin.

Operaatiostrategioistakaan ei voinut identifioida selviä kehittymiskaavoja. Yritysten kotimaa vaiheet 
olivat kolmessa tapauksessa lähes olemattomat pituudeltaan. Yritykset kuvainnollisesti hyppäsivät 
käyttämään suoria investointeja lähes heti perustamisensa jälkeen voidakseen hyötyä aikaisesta 
etabloitumisesta tärkeimmille markkinoilleen. Lisäksi, ’hyppäyksiä’ identifioitiin myös verrattuna 
perinteiseen holistiseen kansainvälistymismalliin, kun yritykset osallistuivat kansainväliseen 
yhteistyöhön samoin lähes perustamisestaan lähtien. Mitä jakelustrategiaan tulee, yllättävästi 
palveluyritykset eivät käyttäneet yhtä vaan monia jakelu- ja myyntikanavia heti alusta alkaen. 
Internetin ja langattomien verkkojen merkitys ’kovien’ palvelujen jakelussa todettiin erittäin 
tärkeäksi. Itseasiassa joissain tapauksissa nämä elektroniset jakelukanavat olivat jopa edellytys 
’kovien’ palvelujen nopealle globalisoitumiselle.

Liiketoimintaetäisyys (’business distance’) ei oletetusti määrännyt yritysten markkinavalintoja. 
Kuitenkin, jotkut yritykset yllättävästi etenivät sen asteiden mukaisesti globaaleilla markkinoilla. 
Itseasiassa yritykset hyppäsivät pian Euroopasta myös muille mantereille, etabloituakseen siellä 
muutamiin maihin. Markkinoiden valintakriteereistä tärkein oli markkinapotentiaali ja asiakkaiden 
tarpeiden kehittyneisyys ja niiden vaativuus. Asiakassegmentointi tehtiin enimmäkseen globaalisti. 
Asiakasstrategia, ’niche’-segmenttien puuttuessakin, ohjaa markkinastrategioiden kehittämistä.

Avainsanat
Bom global, globalisoitumisstrategiat, kansainvälistyminen, palveluyritykset
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1. INTRODUCTION

This study was prepared under the Finland’s International Business Operations (FIBO) 

Research Programme at the Helsinki School of Economics and Business 

Administration. Further, it is a part of the FIBO Bom Global research project initiated in 

December 1999 under the leadership of Professor Reijo Luostarinen and Professor Mika 

Gabrielsson. The study at hand concentrates on bom global companies in the high- 

quality service sector. The other bom global groups studied under FIBO Bom Global 

research project include high technology manufacturers, high-quality systems, high 

design and high know-how companies. As a part of this study, a comparison of the 

results concerning the five different company groups is presented.

1.1 Background Discussion

Much of the discussion on global strategies during the past decade has focussed on large 

and mature multinational companies originating from large markets. Little is the 

research on the globalisation pressures and strategies of small and medium-sized 

enterprises (SMEs). However, the smaller companies have played a pivotal role in the 

present decade of globalisation (Prasad 1999, 1). In fact, the globalisation pressures of 

SMEs can be even stronger than those of larger companies, for instance, due to 

occupying a niche position with a special market offering.

Then again, the research about the internationalisation of service companies has begun 

to wake interest only during the 1990’s, and it still is a relatively undeveloped research 

field. It has been acknowledged however that internationalisation of service companies 

requires somewhat distinctive strategies. Further, when referred to international or 

global service companies, one reflects instantly the large consulting groups and the fast 

food chains. However, the recent technological developments and the emergence of new 

electronic distribution media together with the increasing number of people with 

extensive international business background have established the foundations for the 

development of new types of global companies, namely global service SMEs 

originating from small and open economies (SMOPECs).

Having started operations before the 1970’s, most companies in Finland had enough 

time to go through the internationalisation stages in their own time. However, some
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companies established in the 1990’s have met larger challenges. These companies face 

the challenge of instant globalisation. They have to overcome two drawbacks 

simultaneously, being a start-up and that of competing against global players. By 

leapfrogging some of the traditional intermediate stages of internationalisation, they 

have become significant global players themselves in quite a short while. (Jolly, 

Alahuhta & Jeannet 1991, 2) The present study delves into globalisation strategies of 

the high-quality service companies and aims at studying this increasingly important sub

category of the companies, which have been bom global.

Thus, it can be concluded that considering the role of SMEs in the Finnish economy as 

studied by Luostarinen, Korhonen, Jokinen and Pelkonen (1994) as well as Autio and 

Yli-Renko (1998), the instantaneous globalisation pressures placed on the innovative 

service SMEs and the absence of research on the globalisation strategies of such 

companies, the study topic is likely to be of a great interest for both researchers in the 

field of international business and for the managers of bom globals alike.

1.2 Research Gap

Internationalisation processes and strategies have been the subject of widespread 

theoretical and empirical research in the field of international business. As shown in 

Figure 1 abundant literature exists on both the internationalisation and globalisation of 

companies. However, most research conducted in these fields deals with large, 

somewhat mature multinational manufacturing companies usually originating from 

large countries.

In his work Levitt (1983) describes the ultimate goal of globalisation, the adoption of 

pure global strategies, which are based on viewing the world as one market, for which 

standardised products are created. More recently authors like Bartlett and Ghoshall 

(1989) have developed theories on global strategies, which to varying degrees combine 

aspects of both local responsiveness and global efficiency. Since the authors have based 

their theories on extensive research on the global strategies of large and mature MNEs, 

they have consequently used the term globalisation to describe the act of a MNE 

replacing a multi-domestic strategy with a global one.

2



Figure 1. The Research Gap
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Nevertheless, some internationalisation theories have attempted to explain the 

development of a purely domestic company into an international one. The different 

schools of thought ranging from the product cycle theory (Vernon 1966) to the foreign 

direct investment (FDI) theories by e.g. Aharoni (1966) and Dunning (1981) and the 

monopolistic advantage theory by Hymer (1976) have also, all tended to rely on a large 

MNE as the main unit of analysis. Bilkey and Tesar (1977) observed that firms 

internationalise in a gradual and incremental manner. The Nordic School is set apart 

from the other internationalisation literature by the fact that Luostarinen (1970; 1979), 

Johanson and Wiedersheim-Paul (1975), Johanson and Vahlne (1977; 1990) all discuss 

the internationalisation process of industrial companies from small and open economies 

(SMOPECs). Their so-called stages models describe the internationalisation process as 

a gradual one, evolving through successive stages of increased commitment to foreign 

markets. These stages patterns have been identified at the target country and on the 

company level of which the latter has been found to be more valid. This is due to the
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company level pattern allowing for and explaining irregularities observed in single 

target country patterns. (Luostarinen & Welch 1990,261-265)

Due to the dynamic, process-like nature of these theories, these models are more 

relevant to SMEs than the more static global strategy literature mentioned above. 

However, for example the company stages pattern identified by Luostarinen (1979) 

seems to be too slow and rigid for bom globals (Luostarinen 1991, 269), although it

explains well the firm level internationalisation of traditional manufacturing companies.
, i

Luostarinen himself acknowledges that in some cases companies, especially SMEs in 

the most dynamic sectors, do not follow the mainstream pattem of internationalisation 

but rather can for instance leapfrog within this pattern (Luostarinen et al. 1994, 19; 

Kirpalani & Luostarinen 1999, 10-11). Although acknowledged, these new assumed 

patterns have not been systematically studied in SMOPEC countries to any great extent.

itM

Oviatt and McDougall (1994) found a gap in the domain of scholarly literature on 

organisations. A substantial body of literature has been published on established firms, 

both American and international, and also on American new ventures. However, there is 

much less studies of international new ventures. (Oviatt & McDougall 1994, 47) 

Currently in process is a study by Majkgård and Sharma, in which it is aimed at 

explaining the internationalisation process of so-called bom internationals.

Similarly, literature concerning the global strategies and globalisation patterns of SMEs 

from SMOPECs has been emerging only quite recently. Alahuhta (1990) prepared the 

first empirical study, which attempts to address the issue of globalisation of SMEs as a 

process. In his study Alahuhta (1990) attempts to identify common strategy patterns of 

globalising high technology SMEs. His contribution to relevant literature is clearly a 

step in the right direction, but there still exists a gap in the literature when it comes to 

explaining the rapid globalisation of bom global SMEs in general, and rapid 

globalisation of high-quality service SMEs in particular.

13 Research Problem

Based on the discussion above, it is assumed that for some companies in the high- 

quality service sector there exist strong globalisation drivers. These drivers place 

pressure on these companies to adopt global strategies from very early on - sometimes
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already from inception - and consequently to deviate from the mainstream pattern of 

internationalisation, although possible deviations are not identified only due to 

globalisation pressures but also due to intrinsic differences between products and 

services. In the present study such companies, which due to their young age are in most 

cases small and medium-sized, are referred to as bom globals. Hence, the following 

research problem has been identified for this study: How do the managers of bom 

global high-quality service companies globalise their operations rapidly with limited 

financial and managerial resources?

1.4 Research Objective and Research Questions

In the light of the research problem, the objective of this study is to explore the possible 

global expansion patterns of bom global high-quality service companies, and analyse 

how and why they deviate from the traditional mainstream patterns of 

internationalisation identified for manufacturing companies. It is also interesting to find 

out whether strong bom global behaviour already exists among the small and medium

sized high-quality service companies selected to this study.

Thus, the following research questions are set for the study:

1) What product1, operation and market strategy patterns are common to bom global 

high-quality service companies and why?

2) How does the holistic pattern of inward, outward and co-operative operation 

modes of bom global high-quality service companies differ from the mainstream 

one and why?

3) What are the key elements of branding, distribution and customer strategy of bom 

global high-quality service companies and how do they interact with the product, 

operation and market strategies respectively?

Finally, a concluding question for the research project as a whole: 1

1 Product strategy could in this case be more logically called ‘service strategy’, but to enable easier 
comparison among all bom global groups, term ‘product strategy’ will be used in the study.

5



4) How do the high-quality service companies differ from the other bom global 

company groups in respect to the above mentioned questions? (major aspects)

1.5 Definitions

Globalisation strategy is used to describe the choices made by a globalising company 

with regard to its product, operation and market strategies. The foundation for this 

definition lies in the concept of internationalisation strategy, which is defined by 

Luostarinen (1979) to be a collective strategy consisting of international product, 

operation and market strategies.

A global company is defined as one, which generates 50 per cent or more of its sales in 

markets outside its domestic continent (Luostarinen 2000b, 33). An indication of the 

strictness of this measure is that out of the 3000 Finnish companies having foreign 

operations, only approximately 1 per cent has entered this global stage (Luostarinen 

2000b, 34).

Thus, in this FIBO research project, a born global is defined somewhat more loosely 

than a global company. Bom globals are expected to produce 20-30 per cent of their 

sales outside the home continent (= the globalisation degree of sales), in this case 

Europe, and above 80 per cent of their sales outside the home market (= the 

internationalisation degree of sales) within 10 years of their establishment. Additionally, 

a bom global company possesses from inception a strategic intent to become a global 

player in its field. Based on some preliminary FIBO studies, bom global companies 

usually belong to one of the following groups: high technology, high design, high- 

quality service or high-quality system companies (Kirpalani & Luostarinen 1999, 10). 

Later, high know-how companies were added to this list (Luostarinen 2000a). As 

already mentioned, in this study the bom globals from the high-quality service sector 

will be examined.

A small and medium-sized enterprise is defined by the European Commission as a 

company, which has “fewer than 250 employees and an annual turnover not, exceeding 

ECU 40 Million or an annual balance sheet total not exceeding ECU 27 million” 

(European Commission 1998, 15). In addition, small enterprises are defined as having
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fewer than 50 employees and micro-enterprises as having fewer than 10 employees 

(Ibid.).

High-quality or simply ‘high’ as an attribute means “in an advanced and developed 

state, especially a complex, successful or powerful nature” (Collins COBUILD English 

Language Dictionary 1994, 685). A high-quality service producer stands out of the 

crowd of producers or operates in a special segment or niche.

Services are characterised by five attributes separating them from physical products: 

intangibility, inseparability, perishability, variability and ownership (Shostack 1977; 

Grönroos 1990). Intangibility means that there is no physical product, whereas 

inseparability relates to service being produced and consumed simultaneously 

necessitating face-to-face contact at the time of purchase. Further, perishability refers to 

services that cannot be stored and variability refers to the service production not being 

exactly the same for each delivery. Finally, ownership implies that it is difficult to 

transfer the ownership of a service. (Majkgård 1998, 6-7)

1.6 Limitations

The focus of the empirical study will be on studying the evolution of the POM-$ICA 

strategies (Luostarinen 1996, 68) of the bom globals. POM refers to product, operation 

and market strategies and $ICA stands for price (not critical for unique products and 

thus excluded), intermediate (distribution), customer and advertising (branding). It is 

acknowledged that the internationalisation or globalisation process is a 

multidimensional concept involving also other areas such as personnel, organisational 

capacity and structure (Luostarinen & Welch 1990, 251). Nevertheless, as noted by 

Kirpalani and Luostarinen (1999, 5), the POM concept succeeds in covering the most 

central components of a strategy of a firm. Since the ICA dimensions are closely linked 

to the POM dimensions, they are also included.

It is acknowledged that some key concepts of the study and an important part of the 

internationalisation theory used are based on Professor Reijo Luostarinen’s previous 

research. This is justified by the fact that Luostarinen has studied the company level 

pattem of internationalisation of companies originating from SMOPECs combining
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product and market strategies with operation strategies in a longitudinal study. All these 

aspects are relevant to the approach chosen for the present study.

The population from which the cases of bom globals will be selected will be limited to 

only those companies, which fulfil the purest definition of bom globals. Thus no 

divisions or subsidiaries of large companies will be included. Further, only companies, 

which have become global within a maximum of ten years from their inception, are 

considered. This leaves out companies defined by Luostarinen (2000a, 32) that have 

shown very rapid globalisation that has been based a long, incremental 

internationalisation stage, i.e. companies referred as globalising internationals. In 

addition, companies having begun globalisation before the late 1980’s, i.e. early globals 

(Ibid.), are not included in the population of the study.

Further, the discussion will, for the most part, be limited to SMEs originating from 

small and open economies because it is assumed that globalisation pressures for such 

companies are relatively the highest. The globalisation pressures should also be related 

to proactive, market-seeking behaviour instead of more passive customer following 

behaviour demonstrated by e.g. subcontractors of multinational companies such as 

Nokia.

In this study, the definition of a service company excludes those producing software as 

packaged or standardised (with some possible service components) sold by licensing, 

since these companies are dealt within the study of high know-how companies in the 

current FIBO research project. However, in this study the companies producing 

software as customised or created ad hoc for each client as well as software as turnkey 

systems or as a part of a turnkey system are included in the definition of services. 

(OECD Paris Report 1989, 16) Nevertheless, companies producing either professional, 

i.e. business-to-business, services or customer services will be included in the 

population of the study.
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2. LITERATURE REVIEW

2.1 Internationalisation Process Literature

Research on internationalisation started almost simultaneously in North America and 

the Nordic countries in the 1960’s and early 1970’s. While the Nordic researchers were 

more interested in the dynamics of the whole internationalisation process of relatively 

small firms operating in small and open economies, the American researchers had 

concentrated on studying some operation modes of large, multinational companies 

operating in large, domestic markets. (Lehtinen & Penttinen 1999, 4)

In the existing literature on the internationalisation process of firms, two different 

approaches can be identified.2 The first approach is Innovation models by e.g. Bilkey 

and Tesar (1977), Cavusgil (1980; 1984), Reid (1981) and Czinkota (1982). The other 

approach - Nordic School - is based on the work developed by Scandinavian 

researchers: Luostarinen (1970; 1978a; 1978b; 1978c; 1979; 1994), Johanson and 

Wiedersheim-Paul (1975) and Johanson and Vahlne (1977). The Nordic School 

approach incorporates the stages internationalisation process model developed by 

Luostarinen (1970; 1979) as well as Johanson and Wiedersheim-Paul (1975) and the 

Uppsala internationalisation process model developed by Johanson and Vahlne (1977).

Both the approaches are dynamic, implying that experiential knowledge is an input and 

an outcome in the internationalisation process of firms. Further, both approaches are 

behaviourally oriented and the underlying assumption is historical causality. In addition, 

the scholars agree on that the internationalisation occurs in incremental stages. 

(Majkgård 1998,10)

Nevertheless, the authors of Innovation models, excluding Cavusgil, consider only 

export activities in their models, although Luostarinen has identified al least 15 different 

types of modes of outward international business (Luostarinen 1994, 11). However, the 

restriction to export modes does not serve our purpose. Further, Innovation models have 

been developed in large markets such as North America and the UK. Consequently, for 

the purposes of a study on the globalisation strategies including all operation modes of

2 See Andersen (1993) for a review.
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SMEs from small and open economies the research of the Scandinavian researchers is 

considered more applicable.

2.1.1 Target Country Pattern of Internationalisation

Internationalisation as a process has been studied by the Finnish researchers at different 

levels: target country, target market, global, industry and firm level. A key question has 

been whether there are consistent patterns observable from the research. Luostarinen 

(1970) began studying the internationalisation process at the target country level. He 

was able to separate four stages of engagement and formulate a pattem of 

internationalisation. In this process the firm proceeds from a more simple foreign 

operation mode to more effective foreign operation modes. According to the author, the 

company starts to penetrate a market by using a non-direct investment method, i.e. 

indirect or direct exporting, or licensing. This behaviour is due to the lack of knowledge 

of the foreign markets. Furthermore, there are smaller fixed costs and lower risks related 

to these operation modes compared to the foreign direct investment. (Luostarinen 1970, 

133-134)

Luostarinen (1970) suggested that companies enter foreign markets either through 

utilising a two-staged penetration or a multi-staged penetration. In the two-staged 

penetration companies enter the market through exporting eventually establishing own 

manufacturing functions abroad, while in the multi-staged alternative companies go 

through the pattem: indirect export, direct export, licensing, direct investment. 

(Luostarinen 1970, 133-134) Simultaneously, Luostarinen started also the development 

of the internationalisation pattern at company and global levels (Luostarinen et al. 1994, 

251).

In their study Johanson and Wiedersheim-Paul (1975) examined the internationalisation 

of four Swedish companies, Sandvik AB, Atlas Copco, Facit and Volvo. For this sample 

they found a regular process of gradual incremental change. The companies were found 

to progress from no regular exports to export through independent representatives and 

further go on establishing sales subsidiaries to establishing own production facilities 

abroad (Johanson & Wiedersheim-Paul 1975, 17). The sequence of the stages in the 

study is referred as the establishment chain and it is equivalent to the pattern identified 

by Luostarinen (1970).

10



The basic assumption behind the study was that internationalisation is a consequence of 

a series of incremental decisions. These decisions, together with learning about foreign 

markets enable to conquer the obstacles to internationalisation, namely lack of resources 

and knowledge. In this context, the authors emphasised the flows of information 

between the company and the market, as well as the concept of psychic distance.3

Although considered path breaking, the article gave rise to considerable controversy 

about the findings and the underlying theory (Buckley & Ghauri 1993, x). However, 

the authors admitted already at the time of article’s introduction that the transfers of 

learning from one market to another occur, and the companies do not necessarily go 

through each stage in each separate foreign market. This behaviour of leapfrogging the 

stages was assumed to be observed in and to be used by the more internationally 

experienced firms. This finding is in line with the theory of lateral rigidity elaborated by 

Luostarinen (1979), in which a firm can advance into new strategic alternatives through 

organisational learning and increasing stock of knowledge.

Interestingly, the process was found to be much faster in the firms, which started latest 

(Johanson & Wiedersheim-Paul 1975, 28). One reason could be that the founder of the 

other company, Volvo, had a long experience of international operations, which then 

again supports somewhat the findings of Luostarinen (1979, 50-59) concerning lateral 

rigidity and forward elasticity.

The stage model of Johanson and Wiedersheim-Paul (1975) is often confused with the 

internationalisation process model by Johanson and Vahlne (1977). The difference is 

that the stage model is empirical and the process model is theoretical. (Majkgård 1998, 

13) Johanson and Vahlne examined the internationalisation process by investigating the 

development of knowledge and the building of a commitment within the firm to foreign 

markets. Similar successive establishment of operations, as found in the Swedish studies 

in 1975, was found in new case studies. Again, the authors argued that the pattern would 

not be a result of a strategy for optimum allocation of resources to different, exploitable 

markets. Rather internationalisation was envisaged as a product of a series of 

incremental decisions. These decisions, taken at a point of time, affect the following 

steps in the process. (Johanson & Vahlne 1977, 35) Of a particular interest to the

3 This concept has been defined as the factors preventing or disturbing the flows of information or simply 
as a cultural distance (Hofstede 1980) between the countries.
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authors was the time order of such establishments, which seemed to be related to 

psychic distance.

Forming on the basis of the incremental decisions, the dynamic model of 

internationalisation process, referred to as the Uppsala model, was introduced. In the 

structure of the model, the researchers make a distinction between the state and change 

aspects of internationalisation variables. The state aspects - market knowledge and 

market commitment - are assumed to affect the change aspects - commitment decisions 

and the way the current activities are performed. These in turn affect market knowledge 

and commitment. (Johanson & Vahlne 1977, 36)

The authors conclude that in almost all cases studied ”additional commitments will be 

made in small steps unless the firm has very large resources and/or market conditions 

are stable and homogeneous, or the firm has much experience from other markets with 

similar conditions. If not, market experience will lead to a step-wise increase in the 

scale of the operations and of the integration with the market environment...” (Johanson 

& Vahlne 1977,42)

2.1.2 Criticism

The target country models developed by the Swedish researchers are often considered 

equal to the company-level stages model developed by Luostarinen (1979). Thus, 

misleadingly the stages models as a group have been criticised by various researchers, 

when in fact, the criticism is mainly relevant for target country models only.

First, Hedlund and Kvemeland (1983, 109), Turnbull (1987, 174-175) and Prasad 

(1999, 4) point out that companies do not always internationalise in an orderly pattern 

but can leapfrog stages. Second, Reid (1983), Turnbull (1987) and Rosson (1987) 

conclude that the mode of entry is not predetermined by stages but is rather a result of a 

strategic choice based on the foreign market conditions, managerial philosophy and the 

resources of firms (Gankema et al. 1997, 187). Third, the stages model has been 

criticised for being based on empirical evidence of only four Swedish companies or on 

evidence from only small Scandinavian countries (Turnbull 1987, 174; Hedlund & 

Kvemeland 1983, 106). Finally, Turnbull (1987, 175) as well as Hedlund and 

Kvemeland (1983, 106) point out that since the business environment has become
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increasingly dynamic during the past 20 years, the stages pattern is no longer valid in 

the 1980’s, or beyond for that matter.

Several points can be made that undermine the validity of the criticism presented. First, 

the irregularities in the mainstream pattern have been clearly expressed by the authors 

themselves both at the target country level (Luostarinen 1970; Johanson & 

Wiedersheim-Paul 1975; Johanson & Vahlne 1977) and at the company level 

(Luostarinen 1979; 1991; 1994). Second, there exists ample empirical evidence 

(Luostarinen 1979 & 1991; Luostarinen & Hellman 1994; Luostarinen et al. 1994) that a 

mainstream pattem at the company level does exist and that it is more valid than the 

target country one. (See Appendix 1 for an illustration of a company level pattem as a 

sum of target country patterns.)

In addition, there is growing evidence to support the validity of the stage pattern from 

larger countries, mainly from North America (see e.g. Denis and Depelteau 1985). 

Finally, even though the international marketplace has gone through some profound 

changes, the stage pattern of internationalisation is still valid for many firms, which 

have a long history in foreign markets. However, the established theories are less 

applicable in an expanding number of situations where technology, specific industry 

environments, and firm capabilities have changed (Oviatt & McDougall 1994, 52).

2.1.3 Company Pattern of Internationalisation

‘A pattern’ defined for a particular firm can be measured in terms of a particular target 

country, or by summing up the patterns for all countries in which it is involved so that 

an overall company pattem can be obtained. (Luostarinen 1970; Luostarinen & Welch 

1990, 256) The summation can then be carried out all the way through global level 

(Luostarinen 1979, 128-178). (See Appendix 1 for a company level pattem.)

The general pattern of evolutionary development at the company level has been perhaps 

most strongly confirmed in a massive research of 1006 Finnish industrial companies 

conducted by Luostarinen in 1976. Other large studies of internationalisation of Finnish 

industrial companies, also directed by Luostarinen, have been carried out in 1983, 1990 

and 1996. These studies of internationalisation at the company level included 1.197, 593 

and 357 industrial firms respectively. The data has been collected by the FIB О research 

program at the Helsinki School of Economics and Business Administration.
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Luostarinen (1979) based his studies on his research from 1976. Internationalisation was 

for the first time analysed under the three variables: product, operation and market. The 

product-market based strategy definition by Ansoff (1965) was enlarged by introducing 

a third dimension, operation form into the mix (Luostarinen 1979, 94). The POM 

pattern and its formation from the individual patterns are summarised in Figure 2.

In his study, Luostarinen made a basic assumption that strategic decision-making 

behaviour of the company is especially characterised by lateral rigidity. Lateral rigidity 

is caused by a low stock of knowledge about new foreign markets and consequently 

perceived risks. As a result, decision-making behaviour is rigid in lateral direction, 

towards new options, but is elastic forwards, i.e. towards known alternatives. Thus, the 

gradual internationalisation process reflected in the POM pattern is a result of 

organisational learning reducing lateral rigidity. In other words, the theory of lateral 

rigidity explains the gradual internationalisation pattern. (Luostarinen 1979, 34-35)

As a conclusion, for all the three components of the internationalisation strategy - 

product, operation and market - a rather consistent, orderly mainstream pattern could be 

identified. The pattern was identified at the company level as opposed to the Swedish 

studies, which had concentrated on studying the penetration pattern of the target market. 

Each of the three variables and the lateral rigidity as an empirically verified central 

concept of internationalisation process are discussed in the following paragraphs.

First, the intended or emerged product strategy of Finnish companies typically 

proceeds in the following order (Luostarinen 1979,94-102):

1) Goods including the physical output of a manufacturing firm,

2) Services including planning, supervising, installation, testing, training, 

development servicing and maintenance services,

3) Systems including turnkey deliveries, co-production arrangements and 

franchising packages, and

4) Know-how including management, technological and marketing know-how, 

patent, trade mark, pattern design and copyright.
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Figure 2. Combining the Dynamic Product, Operation and Market Patterns into 
a Holistic POM Pattern with Different Stages
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If there were no difference in the knowledge of the products in a company, it could start 

selling any of the above mentioned items. However, the sales efforts of companies are 

concentrated on goods in the domestic markets, since the lateral rigidity in decision

making towards starting an international business involvement with other than these 

items is relatively high. Usually there are no possibilities for system selling in a small 

domestic market, which is why companies have tended to concentrate on selling goods 

and services. Nevertheless, as a result of organisational learning through operating in 

international markets, the company may later include more unfamiliar items in its sales 

objects. (Ibid.)

Second, the internationalisation of a firm starts, develops, grows and matures through 

the utilisation of different operation modes. On the basis of the data collected in 1976, at 

least 15 different types of modes could be identified. The categorisation of the operation 

modes was done by Luostarinen using the two most important dimensions as tools: 

functional and direct investment content dimensions. As a result, four major clusters 

were identified. (Luostarinen 1979,105-112)

Again, lateral rigidity can be assumed to be involved in the determination of the 

operation strategy of a company. The choice of the operation mode is characterised by 

uncertainty avoidance as well as risk escape. Perception of impulses is more limited, 

reaction is more restricted, search is more selective and choice is confined towards other 

than familiar impulses coming from the environment to the firm. (Luostarinen 1979, 

113-116) Thus, operation modes, which are the most familiar and which demand the 

least resources are most likely to be used by internationally less experienced firms.

The operation strategy was empirically found to advance in the following order 

(Luostarinen 1979, 109-124):

1) NIMOs, non-investment marketing operations, including indirect, direct, 

service, know-how and partial project export operations,

2) DIMOs, direct-investment marketing operations, cover warehousing, 

marketing, service and sales subsidiaries,

3) NIPOs, non-investment production operations, consist of licensing, contract 

manufacturing, turnkey, franchising and co-production operations, and
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4) DIPOs, direct-investment production operations, comprise of assembly and 

manufacturing subsidiaries.

Finally, as far as the market strategy is concerned, Luostarinen combines physical, 

cultural and economic distances into one concept, business distance, to quantify the 

differences between single country markets. Physical distance is determined as the 

geographical distance between the home and the target country. Cultural distance refers 

to both the factors creating the need for knowledge and those creating barriers to 

information flows between two countries. The final, economic distance involves the 

differences between the economic environment of the home country and the target 

country. Then, countries were divided into five categories - hot, warm, medium, cool 

and cold - according to the length of business distance. The longer the business distance, 

the colder the country is. (Luostarinen 1979, 124-152) (See Appendix 2 for more 

detailed groupings of countries.)

Also the market strategy was found to develop gradually, as over 90% of the companies 

studied first aimed at markets which are geographically, culturally and economically 

close or very close, i.e. markets within short business distances. The companies tend to 

minimise the uncertainties this way, and gradually as the experience accumulates, 

proceed to countries at a longer business distance. A country at a longer business 

distance is less likely to become a target, again due to lateral rigidity towards the 

unknown. (Ibid.)

As a conclusion, the product strategy begins by the selling of physical products. Second, 

the operation strategy develops from the utilisation of non-direct investment marketing 

operations to the utilisation of direct investment production operations. Third, according 

to the market strategy, the first foreign market entry is most likely to be targeted to a 

”hot” country, i.e. within a very short business distance.

Applying his findings Luostarinen developed a tentative dynamic model of the 

internationalisation process of the firm. As the lateral rigidity of a company decreases, it 

progresses through the sequences in the separate product, operation and market 

strategies. By utilising selected changes in the POM posture of the internationalisation 

pattem, an orderly, chronological development process the internationalisation process 

could be identified. It shows the mainstream of internationalisation development and is
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typical of most of the firms operating within and from small and open domestic 

markets. The process has been divided into four different stages of 

internationalisation, which are chronologically as follows (Luostarinen 1979, 173- 

195):

1) Starting stage,

2) Development stage,

3) Growth stage, and

4) Mature stage.

The internationalisation development of the firm through time is usually not an outcome 

of a carefully planned holistic strategy. In the beginning it is rather a laterally rigid 

response to internationalisation pressure4, which in a small country is due to market 

smallness and openness. But as the company proceeds further along the POM pattern, 

the internationalisation paths in individual target markets become increasingly irregular. 

(Luostarinen 1979, 194) In addition, the concepts of de-intemationalisation and 

subsequent re-intemationalisation are included in this process description (Luostarinen 

1979, 201).

In addition to developing the POM pattern and the stages model, Luostarinen had 

already in the late 1970’s recognised the different operation modes as well as collected 

and published related data (Luostarinen 1978). But it was not until the 1990’s when the 

internationalisation model was further extended to include also the inward and co

operative modes of operation. Empirical verification enabled then the creation of the 

holistic concept of internationalisation. (Luostarinen & Welch 1990, 11-18) (Holistic 

process is depicted in Appendix 3.)

Again, the results of a broad study referred to a kind of mainstream pattem of 

behaviour. The majority of companies were found to start their internationalisation with 

inward modes, proceeding then to outward stages, finally entering the most advanced 

stage, namely co-operation with foreign companies through strategic alliances and 

networking. (Luostarinen 1994, 18) The rationale for this behaviour seems to be that as 

the firm is established it needs to import technology and machinery or production 

processes in order to get started. Next, the company may resort to the imports of raw

4 Internationalisation pressures are described more thoroughly on pages 20 and 21.
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materials or components. Having reached a competitive position and dominating market 

share, the company usually starts its outward operations. Finally, companies seem to 

realise that globalisation demands co-operation with foreign companies. (Luostarinen 

1994,18-19)

Along the lines of Luostarinen (1994), international alliances (e.g. Hamel et al. 1989; 

Eisenhardt & Schoonhoven 1996) and global alliances (e.g. Harrigan 1984 & 1987; 

Ohmae 1989; Burgers et al. 1993) have received increasing attention in the international 

business literature.

There are a few theoretical approaches to understanding alliances. The principal one is 

based on transaction cost economics and emphasises the use of alliances as an efficient 

way to expand strategic capabilities. Another perspective, based in classic industrial 

organisation, emphasises the use of alliances as a means of reducing competition. 

(Burgers et al. 1993, 420) Eisenhardt and Schoonhoven (1996) studied entrepreneurial 

firms and claim that these approaches do not capture many of the strategic advantages, 

which propel many firms into alliance formation (Eisenhardt & Schoonhoven 1996, 

136). They argue that alliances are sought after, not avoided, when companies are in 

vulnerable strategic positions. These situations appear either because they operate in 

emergent markets, in high competition or because they are attempting innovative, 

pioneering technical strategies. On the other hand, alliances are also formed when firms 

or top managers possess strong social positions. The underlying logic of alliance 

formation is, therefore, strategic resource needs and social resource opportunities. 

(Eisenhardt & Schoonhoven 1996,137-140)

Numerous motivations for co-operation could be identified from business literature. 

These relationships can help firms to conserve resources and share risks (e.g. Harrigan 

1987, 69; Hamel et al. 1989, 133-134; Ohmae 1989, 152) as well as serve as 

opportunities for gaining new competencies (e.g. Harrigan 1984, 143; Hamel et al. 

1989, 133-134; Burgers et al. 1993, 420). Further, joint ventures and other forms of 

alliances are used with increasing frequency to create new products faster and to keep 

abreast of the accelerating pace of technological change (Harrigan 1987, 67-69). In 

addition, alliances can help firms to gain market access and move more quickly into new 

markets (Eisenhardt & Schoonhoven 1996, 139). For their part, smaller companies are 

also likely to see advantages in linking up with larger enterprises. Access to the
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resources of larger firms, financial or immaterial, increases the probability that small 

firms will survive. (Burgers et al. 1993,424)

Traditionally, companies have been reluctant in forming alliances. However, one of the 

most limited resources of newly established companies is time. In fact, Eisenhardt and 

Schoonhoven (1996) discovered in their study that the companies established in the 

1980’s were more prone to form alliances than those established in the 1970’s. One of 

the reasons mentioned for this behaviour, was the increasingly global business climate. 

(Eisenhardt & Schoonhoven 1996, 146) Also, according to Harrigan (1987, 67) 

alliances are an important tool in global strategy. Ohmae (1989, 143) goes even further 

in describing them as critical instruments and essential to strategy since globalisation 

“mandates alliances”.

Surprisingly, in his article Ohmae (1989) also criticises the cascade model of expansion. 

As he states, today it is essential to be simultaneously in all of the important markets in 

order to keep competitors from establishing their positions (Ohmae 1989, 147). Beating 

competition equals to high fixed costs of manufacturing, R&D, building and 

maintaining a brand, and operating a sales and distribution network on a global scale. 

Since companies can not bear these costs alone, they need partners. (Ohmae 1989, 146- 

147)

As a conclusion, if managed skilfully, alliances and co-operation can offer the engaging 

companies a wider range of strategic flexibility than they could hope to develop by 

doing it alone in the global arena. When considering the limited time and resources of 

bom globals, it can be assumed that all types of co-operative modes, ranging from 

partnership agreements through strategic alliances to networks, will play an essentially 

important role in the implementation of their globalisation strategies.

In search for more general factors explaining the internationalisation of Finnish firms 

Luostarinen (1994) refers to a powerfield analysis. According to the analysis there are 

global, international, domestic and company-specific forces (see Figure 3). Global 

forces are common to firms in many different countries whereas the domestic forces are 

the country-specific factors less common to firms in other countries. International forces 

are between these two. (Luostarinen 1994, 6)
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Figure 3. Powerfield of Internationalisation
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According to Luostarinen, the underlying factors leading to the internationalisation of 

Finnish SMEs can be divided into macro and micro factors. Macro factors include the 

home country related push factors and the target country related pull factors. The factors 

for internationalisation at a micro, or company level are the advantages of economies of 

scale and specialisation, larger coverage for R&D costs, utilisation of global alternatives 

and advantages of integration of a firm’s foreign activities. (Luostarinen 1994, 6-7)

Traditionally, the global forces facilitate the internationalisation process by offering an 

environment, which is increasingly positively positioned for the international growth of 

the company. Domestic push forces are pressurising the company to go abroad, and 

simultaneously international pull forces are drawing the company to internationalise. 

These macro forces acting together in the same direction forming a strong basis and a 

source for trigger signals for the company to internationalise. (Luostarinen 1994, 10)

Nevertheless, SMEs of SMOPECs seem to be influenced also by pull forces but 

traditionally only in the later stages of their globalisation process. This change of 

attitude from reactive to proactive and the change of motives from defensive to more 

aggressive can be understood with the help of Luostarinen internationalisation theory 

which says that lateral rigidity towards globalisation decreases in the later stages of the
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process. (Luostarinen et al. 1994, 14-15) Recently, it can be assumed that also some 

young SMEs may be influenced more by pull forces. The change in behaviour in some 

cases can be attributed to the bom global phenomenon.

2.1.4 Revisions of the Mainstream Pattern

More recently, Nordström and Vahlne (1985), Alahuhta (1990), Johanson and Vahlne 

(1990), Luostarinen (1991), Nordström (1991), and Luostarinen et al. (1994) have 

proposed revisions of the traditional internationalisation model. The discussion of the 

assumed internationalisation process of bom globals (e.g. Kirpalani & Luostarinen 

1999) is deferred until Section 2.2.

Alahuhta (1990) studied the strategy patterns of global growth of small and medium

sized high-technology companies. He analysed six European high-technology 

companies, which had within a short period of time, between 1982 and 1989, grown 

fast. As a result of the rapid expansion, these companies were challenging the leading 

global companies of the industry.

The results of Alahuhta’s study indicated that the strategy patterns for global growth in 

high growth - rapid change industries were different from the ones of maturing - slow 

change industries. Nevertheless, also several similarities do exist. In the case of high 

growth - rapid change industries, exploiting a product-related industry shift triggered 

the fast global growth of a company. In order to manage such an opportunity, these 

challengers set global objectives early and decided to locate their operational 

headquarters in the lead markets5. The lead markets were entered early in order to be 

aware of technology trends as well as the changes in customer requirements. (Alahuhta 

1990, 121-125)

This study is the first micro-level empirical study attempting to address the issue of 

globalization as a process. He observed that successful, fast-growing high-technology 

companies start directly exploiting global business strategies, which again partly explain 

their fast growth. The high-technology companies he studied did not, consequently, 

develop their products, operations and markets as a gradual process. (Alahuhta 1990, 

127-128)

5 Concept is explained in Section 2.4.3.
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Luostarinen (1991) agrees that although a typical Finnish SME seems to follow the 

traditional step-by-step pattern, it is evident that the traditional market strategy is 

useless in some more recent cases. The traditional internationalisation model can in 

these cases be too slow, too rigid or it may start from the wrong end. (Luostarinen 1991, 

269) The companies are small, innovative firms, which are established around a global 

business idea. These pioneers, usually from the high technology sector, which Alahuhta 

(1990) studied, perceive a high pressure to enter the global markets, otherwise being 

threatened by other companies imitating the innovations or taking over their business. 

Thus, these companies are in desperate need for venture capital in order to fund rapid 

internationalisation. (Luostarinen 1991, 269-270)

Luostarinen et al. (1994) share the opinion of Luostarinen (1991) that in order to survive 

in the most dynamic sectors some companies do not follow the mainstream pattern, but 

demonstrate a leapfrogging behaviour in some of the traditional stages of 

internationalisation. (Luostarinen et al. 1994, 217-218, 224) Therefore, for some firms - 

small in size, producing unique products - the pattern of internationalisation is not the 

usual, i.e. domestic stage, inward stage, outward stage finally leading to co-operation 

stage. On the contrary, the pattern of internationalisation for these firms seems to be 

(Luostarinen et al. 1994, 224):

1) Domestic stage

a) a very short domestic stage, or

b) simultaneous domestic and foreign stage, or

c) without domestic stage.

2) Any of the stages in the traditional pattern of internationalisation

Nordstrom and Vahlne (1985) criticise the traditional models for not taking into account 

competitive forces and factors. Combining the same company and industry 

characteristics, namely geographical spread, gives us a three times three matrix (see 

Figure 4).
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Figure 4. Combining Company and Industry Characteristics
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The findings are also summarised in the figure. The darker the cell, the more valid the 

Uppsala-school and industry characteristics are in explaining the internationalisation 

process. Consequently, in case number one, the impact of company rather than 

competitive characteristics are the strongest. The more experienced and the more 

internationally structured the competition (see lighter boxes), the more competitive 

aspects will decide where, when and how new markets will be entered. (Nordström & 

Vahlne 1985,4-14)

In a later Swedish study, Nordström (1991) aims at testing the validity of the traditional 

pattern of experience and knowledge captured by the Uppsala model of 

internationalisation. It was further attempted to find out what forces and factors have 

changed the process of internationalisation (Nordström 1991, 5).

Easier and quicker access to information concerning foreign markets is available to 

companies and increasing number of companies consider the world was a large 

homogeneous entity. Consequently, these factors have undermined the key assumption 

of a heterogeneous world behind the traditional internationalisation models. (Nordström 

1991,173)

As a result, psychic distance factors were found to play a more limited role in the 

establishment sequence of foreign market. Neither were the Nordic countries penetrated 

before the rest of Europe. Further, the most important explanatory factor for market 

entry was found to be market potential. (Nordström 1991, 174-175) Also industry 

structure and other company characteristics, besides experiential experience, are
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increasingly shaping the internationalisation process (Nordstrom 1991, 181).6 This 

finding is in line with that of Bell (1995, 65) who in his study of small computer 

software firms found that instead of psychic distance more important factors were 

sectoral targeting and industry trends.

The gradual internationalisation pattern was found not to suit the new circumstances 

(Nordstrom 1991, 174-181). The time between different stages in the establishment 

chain is shorter than before, and thus the pace of internationalisation is more rapid than 

earlier. Consequently, companies are also leapfrogging stages in the chain directly 

making deeper commitments to markets. (Ibid.) Finally, given the resource restraints 

and in order to keep up the pace and broaden the coverage of internationalisation, 

companies were found to choose less capital and management intensive operation 

modes (Nordstrom 1991,174-181).

Along the lines of Nordström (1991), Johanson and Vahlne (1990) suggest that the 

internationalisation processes are a mixture of strategic thinking, strategic action, 

emergent developments, change and necessity. The authors remind that 

internationalisation is embedded in an ever-changing world and the gradual 

internationalisation model was in fact more applicable earlier. (Johanson & Vahlne 

1990, 17-22) Indeed, it may be that the lateral rigidity as the explaining theory behind 

the stages internationalisation model has lost some of its explaining power.

2.2 Born Globals

There is growing evidence that some companies start operating in the international or 

global market from their inception (Knight & Cavusgil 1996; McDougall, Shane & 

Oviatt 1994). Buckley et al. (1979) found evidence on such companies already in the 

late 1970’s but more significantly the phenomenon has been studied in the 1990’s (e.g. 

Rennie 1993; Oviatt & McDougall 1994; Knight & Cavusgil 1996). Interestingly, 

interest in the topic has emerged independently and almost simultaneously from several 

groups of researchers (Oviatt & McDougall 1994, 48).

These companies have been designated different names in the literature. The names 

include ‘international new ventures’ (McDougall et al. 1994), ‘bom globals’ (Rennie

6 See also O’Farrell et al. (1998) for an inter-industry analysis of the service sector.
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1993; Knight & Cavusgil 1996; Kirpalani & Luostarinen 1999), ‘global start-ups’ 

(Oviatt & McDougall 1994), and ‘high technology challengers’ (Alahuhta 1990). The 

companies have also been called ‘new, technology-based firms’ (Autio & Yli-Renko 

1998), ‘global, knowledge-intensive firms’ (Almor 1999), ‘high technology start-ups’ 

(Jolly, Alahuhta & Jeannet 1991), ‘gazelles’ (Vahcic 1995) and ‘bom internationals’ 

(Majkgård & Sharma 2000). It should be noted, however, that the term ‘international 

new venture’ is designated to cover four different types of companies, of which the 

most radical group is called ‘global start-up’ (Oviatt & McDougall 1994, 59). In the 

present study the term ‘bom global’ is used.

Common to most of the articles and studies on bom globals is that they concentrate on 

high technology companies or start-ups. However, Oviatt and McDougall (1994, 48) 

suggest that international new ventures may appear in wide range of industries, also in 

services. In addition, Kirpalani and Luostarinen (1999) define bom globals more 

broadly belonging to one of the following categories: high-tech, high design, high- 

quality service or high-quality system enterprises (Kirpalani & Luostarinen 1999, 10). 

Later, high know-how companies have been added to the list (Luostarinen 2000a, 31). 

Quality as the most important competitive advantage has been emphasised by Rennie 

(1993, 5-6) as well.

Rennie (1993, 4), Knight and Cavusgil (1996, 21) as well as Kirpalani and Luostarinen 

(1999, 13) argue that today, the size of a company is not so dominant factor in 

competitiveness. Advancing technology and educated labour force has made it possible 

for small firms to develop sustainable competitive advantages, both in national and 

international markets. In many cases, these innovative, small companies have to 

internationalise faster than in the time permitted under the traditional stages pattern, and 

they simply do not have enough time to go through the different steps. Thus, they either 

go through them very fast or jump over some stages toward the international or global 

stage. Some firms are even forced to become global from the inception or at least in a 

very early stage of their life. (Luostarinen 1991, 270; Oviatt & McDougall 1994, 52; 

Kirpalani & Luostarinen 1999, 10; Majkgård & Sharma 2000, 10)

For many of these companies this means that the globalisation process has to be started 

too early, too rapidly, and with too little resources - both financial and managerial 

(Oviatt & McDougall 1994,46; Kirpalani & Luostarinen 1999, 11). If not succeeding in
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the globalisation efforts, there may be only two alternatives for a bom global to choose 

from. The alternatives are to give up (Kirpalani & Luostarinen 1999, 11) or to sell itself 

to a larger and stronger company. (Autio & Yli-Renko 1998, 986; Kirpalani & 

Luostarinen 1999, 11)

The authors of research papers agree on most attributes of bom global companies. In 

addition to being young and small, bom global companies are characterised by fast 

growth (Rennie 1993, 3; Autio & Yli-Renko 1998, 973), flexibility in their strategies, 

and strong customer focus (Rennie 1993, 4-6; Majkgård & Sharma 2000, 9-10). In 

addition, bom globals produce new, unique and innovative products or services utilising 

cutting-edge technology (Jolly et al. 1991, 3; Rennie 1993, 5; Autio & Yli-Renko 1998, 

973; Majkgård & Sharma 2000, 9) and commercialise these early in lead markets (Jolly 

et al. 1991, 3; Oviatt & McDougall 1994, 46). Considering all these characteristics, bom 

global companies as a subset of SMEs are increasingly significant to growth of the 

national economy (Rennie 1993, 3; Autio & Yli-Renko 1998, 985)

Proactive international strategy, and global strategic intent (McDougall et al. 1994, 

483; Oviatt & McDougall 1994, 49; Luostarinen 2000b, 36; Majkgård & Sharma 2000, 

9) of these companies can partly be attributed to the founders. Bom globals are 

established and led by entrepreneurs and visionaries with international business 

experience (Jolly et al. 1991, 3; McDougall et al. 1994, 479-480; Oviatt & McDougall 

1994, 46; Knight & Cavusgil 1996, 22; Majkgård & Sharma 2000, 11) and high risk

taking ability (Autio & Yli-Renko 1998, 973; Majkgård & Sharma 2000, 10). To 

compensate for the resource disadvantage of a small company, bom globals rely 

strongly on networks and alliances (Jolly et al. 1991, 3; McDougall et al. 1994, 482- 

483; Oviatt & McDougall 1994,49; Majkgård & Sharma 2000, 10).

Luostarinen (1991, 266) also suggests that the companies, which deviated most from the 

mainstream pattern of internationalisation in Finland, were in fact managed by so-called 

strategic thinkers (Mintzberg 1983, 1989). Further, strategy of exploration (Majkgård & 

Sharma 2000, 10) and international or global orientation is assumed to be important to 

management also according to McDougall et al. (1994, 470). Otherwise the company 

may become path-dependent on the development of domestic competencies and the 

strategic direction might be difficult to change upon eventual international expansion

27



(Ibid.). Thus, these entrepreneurs are aware of lateral rigidity and aim at the total 

elimination of it.

Kirpalani and Luostarinen (1999) suggest a revised POM pattern for bom globals. 

Instead of physical product, systems and services may be sold first abroad, due to time 

constraints. Further, there is no time to test product acceptance in the nearby markets or 

to penetrate stepwise to different markets according to business distance. On the 

contrary, business must be extended first to major foreign markets, such as North 

America. (Kirpalani & Luostarinen 1999, 11)

As far as the holistic pattem of internationalisation is concerned it may be reversed, and 

started from co-operative modes, proceeding then to outward and finally inward 

operation modes. (Kirpalani & Luostarinen 1999, 11) Since global activities need to be 

included in plans of initial establishment and investment, a bom global company is 

assumably characterised by having no domestic period at the starting stage or at least 

starting domestic and international operations simultaneously. (Kirpalani & Luostarinen 

1999,11) However, none of these assumptions have yet been tested empirically.

Concentration, specialisation and focus on a global niche business, which is too small 

for big MNEs, but large enough for a mini-global, are the key words for the survival 

and success of a bom global (Kirpalani & Luostarinen 1999, 24). Also Rennie (1993,4), 

Knight and Cavusgil (1996, 21) and Majkgård and Sharma (2000, 11) have emphasised 

niche markets as important source of opportunities for bom globals. Thus, the 

possibility of survival lies in the utilisation of a right combination of sustainable 

competitive advantage and a well matching optimal expansion path (Kirpalani & 

Luostarinen 1999, 24). The sustainable competitive advantage for any firm requires that 

its resources are unique. However, knowledge-based resources may not remain unique 

for long. Hence, bom global companies face the threat of imitation. (Rennie 1993, 5; 

Oviatt & McDougall 1994, 56; Luostarinen 2000b, 36)

Meanwhile several researchers (Rennie 1993; McDougall et al. 1994; Knight & 

Cavusgil 1996) settle in describing the bom global phenomenon, Majkgård and Sharma 

(2000) express a need to develop alternative models to the existing behavioural models 

emphasising knowledge as a determining factor. In addition, they call for more theory 

driven research since criticism exists that much of the available research on bom globals
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is “purely descriptive without a well developed theoretical frame of reference”. 

(Majkgård & Sharma 2000, 1-2) Hence, the authors attempt to contribute to the 

development of theory explaining the internationalisation process of bom internationals. 

They propose models emphasising knowledge, learning and network being suitable for 

this purpose and present two cases of bom internationals. (Ibid.) Oviatt and McDougall 

(1994) introduce another framework explaining the phenomenon. It integrates 

international business, entrepreneurship and strategic management theory.

Some of the findings of Majkgård and Sharma (2000) are in line with general 

assumptions of bom global companies. First, the companies engaged in international co

operation and the founders of these companies have already accumulated foreign 

experience before their firms. Second, the core product was introduced to the 

international market from the very beginning and the internationalisation process was 

proactive. Further, the market country selection was found to be based on market 

opportunities instead of psychic or business distance. (Majkgård & Sharma 2000, 29- 

31)

Although McDougall et al. (1994) claim that neither monopolistic advantage theory, 

product cycle theory, stage theory of internationalisation, oligopolistic reaction theory, 

nor internalisation theory can explain the formation process of bom globals, the 

companies studied by Majkgård and Sharma (2000, 29-31) were found to follow the 

gradual pattern of internationalisation. This can be attributed to the fact that the studied 

companies were both established prior to the 1990’s. Assumably, differing cases could 

be identified among firms bom in the 1990’s.

As a conclusion, summary of the most important characteristics and comparison of a 

traditional international company and a bom global company is provided in Table 1.
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Table 1. Comparison of International Company and Born Global Company 
Dimensions

Dimension International Born Global
Company Company

Size Large. Small or medium-sized.

Internationalisation Stages models Traditional models
Theories apply well. do not apply.

Internationalisation Reactive, Proactive with
Approach passive. global strategic intent

International Operations Even 20 years of domestic Early in life,
Initiated operations before exports. even from inception.

Management Risk-averse, laterally rigid Active entrepreneurs,
decision-makers. visionaries, risk lovers.

Knowledge Accumulation Through learning and Founders experienced in
experience. international business.

Market Offering Not necessarily 
unique features.

Unique product or process 
innovations developed by 
cutting edge technology.

Product or Service In countries within short In lead markets.
Commercialisation business distance.

Asset Possession Through acquisition of assets. Through co-operation.

Key Target Segment Industrial and consumers. Industrial and consumers.

Key Focus Area Often cost reduction and Customer focus and quality.
cost competitiveness.

Business Systems Rigid. Flexible.

2 J Internationalisation of Service Companies

Service firms constitute the largest and fastest growing segment of world economy. 

However, alike the generally accepted eclectic theory of Dunning (1980), many other 

internationalisation theories (e.g. Johanson & Vahlne 1977; Luostarinen 1979; Welch & 

Luostarinen 1988; Andersen 1993) are based on empirical studies on manufacturing 

companies (Heilman 1994, 7). Internationalisation of service firms has recently come 

into focus and service researchers are required to respond to new questions. One of 

these questions deals with whether or not the well-developed traditional theories in 

internationalisation of manufacturing firms are applicable on service firms. (Majkgård 

1998, 5) Here, in order to answer this question, it is attempted to review mainly Nordic 

research on the internationalisation of the service sector. Concentration is placed on 

research done in SMOPEC countries and SMEs as much as possible.
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One group of researchers is in favour of differentiation between the internationalisation 

theories of manufacturing and service companies (e.g. Carman & Langeard 1980; Root 

1987; Sharma & Johanson 1987; Johanson & Vahlne 1990; Bradley 1991; Erramilli & 

Rao 1993). But there are also researchers that claim that differences between goods and 

services are overemphasised (e.g. Boddewyn, Halbrich & Perry 1986; Buckley, Pass & 

Prescott 1992; Erramilli 1990) and that the traditional internationalisation model is 

applicable for service firms (e.g. Sivonen 1983; Majkgård & Sharma 1998). In fact, it 

has been found out that on many occasions in service firms investment modes follow 

initial entry through either exporting or contracting (Heilman 1996, 27). This finding 

clearly supports the stages theory of internationalisation in a sense that the foreign 

commitment, in terms of operational modes, is in fact increased gradually.

Although the internationalisation literature on service companies is little compared to 

the amount of literature on manufacturing companies, the existing literature provides 

two quite significant arguments. First, a dominating feature in the internationalisation of 

many service companies is client following (Weinstein 1977; Aliber 1984; Erramilli 

1990; Erramilli & Rao 1990, 1993). On the other hand, is has become obvious from the 

earlier research that some service companies can be depicted as market seekers 

(Erramilli 1990; Erramilli & Rao 1990; Majkgård & Sharma 1998). Client following is 

a defensive approach meaning that a service firm follows its existing domestic clients 

abroad, whereas the more offensive market-seeking strategy refers to a service firm 

proactively seeking new customers abroad. (Majkgård 1998, 15) In all of these 

strategies embodied is the fact that the service companies are affected more by pull than 

push forces (Heilman 1996,28-33).

Bom globals at first appear market seekers, but after a closer look, the characteristics 

are not completely in accordance. Although the results indicate that market-seeking 

companies are more likely to employ entry modes that involve co-operating partners, 

still internationalisation is opted for when the company has already achieved at home 

the necessary experience, know-how and financial resources for the internationalisation 

(Heilman 1994, 8; Majkgård 1998, 15). Bom globals, however, can not afford to a 

gradual learning and resource accumulation process in the domestic ground. In addition, 

bom global service companies must already possess the competitive advantage against 

their competitors. It is therefore assumed that the lead market concept (explained later in
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the study) would describe better the globalisation of service companies than client 

following or market seeking strategies as such.

One of the few process studies focusing on service firms has been conducted by Sharma 

and Johanson (1987). In a study of technical consultancy companies, they found that 

these companies started their internationalisation process in response to the demands 

exerted on them by their existing relationships. In addition, the Swedish technical 

consultancy firms studied were found to initiate their internationalisation processes in 

culturally distant countries. (Sharma & Johanson 1987, 20-28) This finding contradicts 

with the mainstream market pattern of internationalisation and the theory of lateral 

rigidity by Luostarinen (1979). The reason is that in these cases the experiential 

knowledge was gained through the relationships instead of gradually learning by itself.

Engwall and Wallenstål (1988) investigated the internationalisation of Swedish banks, 

which were found to imitate each other in a follow-the-leader strategy, instead of 

following the sequence according to business distance (Engwall & Wallenstål 1988, 

153-154). Also O’Farrell, Wood and Zheng (1998) claim that psychic proximity as the 
major determinant of international market entry is not sufficient.7 "With respect to the 

choice of foreign market which firms first enter, there are likely to be differences as a 

consequence of ...degree of local competition, the internationalisation behaviour of 

clients and the influence of government regulations. The importance of such factors 

varies over time and may impact differentially upon specific sectors." (O’Farrell et al. 

1998, 14-15) In fact, it becomes verified that the choice of the first foreign market is 

strongly differentiated by industry (O’Farrell et al. 1998,19).

In a study by Heilman (1994) no significant client-following behaviour could be 

identified among Finnish service companies. However, results of the data can not be 

generalised since only investment modes of internationalisation were studied. 

Therefore, it is possible that by studying also the other operation modes, the motive of 

client following could be found significant. Dahringer (1991), among others, has 

namely claimed that different contractual modes of internationalisation are of higher 

importance to service than manufacturing companies. Considering this, and involving 

the rest of the operation modes in service internationalisation, clearly different

7 Note that Nordström (1991) concluded similarly in his study of manufacturing firms.
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conclusions of the internationalisation process and the motives behind it could be made. 

Moreover, referring to previous research on the topic, it is highly likely that the 

internationalisation processes in different service sectors differ. (Heilman 1994,13-14)

O’Farrell et al. (1998) prepared the kind of inter-industry analysis that Heilman (1994) 

suggested for. The findings highhght the realities of service business and how varying 

the decision-making processes for internationalisation of business service SMEs are. 

First, the development of international business by different industries was found to be 

related to differences in e.g. the transferability of different types of expertise, 

networking and international experience, and opportunities arising from personal and 

business connections. Measured as a percentage of firms with international business 

experience, some industries were found less international than others. This was partly 

due to different age distribution of firms but also due to the inherent tradability of 

specific service industries, and the ease with which foreign customers can be served. 

(O’Farrell et al. 1998,16-18)

Clearly, the possibility of exporting a service correlates positively here with the degree 

of internationalisation. With the resources that SMEs possess, one can not expect large- 

scale foreign direct investments to take place. Most exports were conducted by product 

design companies, which were also the most internationalised. Further, the project type 

operation modes, called piggybacking, are employed most by the engineering 

consultants, which were again the least internationalised (O’Farrell et al. 1998, 18-19). 

In other words, the human-embodied expertise is not as easily duplicated as, for 

instance, technology-based services, and thus these companies are not as likely to 

internationalise rapidly.

As far as the decision processes concerning internationalisation are concerned one could 

expect conscious identification of alternatives and systematic selection of markets and 

entry modes. However in practice, systematic processes do not occur due to real world 

complexities, the bounded rationality of decision-makers and uncertainty. Almost half 

of the initial entry decisions arose as a direct consequence of a contract or a request to 

tender for a one-off project abroad. (O’Farrell et al. 1998, 14-20) In addition, for 67 per 

cent of firms the decision on the operation mode was made entirely on the basis of 

hunch and intuition (O’Farrell et al. 1998, 24).
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This finding contrasts with research, which implicitly models entry mode choice by 

service companies on the assumption that firms do make rational evaluation of different 

modes and decision based on a transaction cost framework. Most likely, the 

management of an SME is so actively involved in the daily operations of the company 

that the most important decision is whether to do the job or not; the analyses are not 

considered worth the time. The findings imply that internationalisation process was 

entered quite reluctantly and are hence in accordance with the findings of Pietikäinen 

and Tynnilä (1994) to be reviewed later.

As a matter of fact, foreign market entry is a relatively casual process for business 

service firms compared to manufacturing firms. Through a contract such companies can 

“dip their toes” into a greater number of foreign markets more easily. Conversely, the 

transition from initial presence to subsequent development is probably more difficult for 

business service companies than for manufacturers. (O’Farrell et al. 1998, 31) Another 

common dilemma for such companies is the balance they must strike between the 

foreign and domestic market commitments. In many cases, this may lead to a retraction 

of foreign market activity. (O’Farrell et al. 1998, 29-30)

Interestingly, the companies possessing a potential ‘high’ factor - product design and 

computer software companies - were more likely to make pro-active country choice 

decisions. This means that these, potentially bom global companies were market seekers 

more than the companies in the other industries, and also possibly more unconventional 

in their decision-making. Whether these companies originated from lead markets was 

not revealed.

In one of the first FIBO studies and one of the earliest and largest empirical studies on 

internationalisation of service companies, Sivonen (1983) concentrated on studying the 

internationalisation and the foreign operation mode options of Finnish service 

companies before 1980. The extensive research included seven traditional industries of 

the service sector.8 (Sivonen 1983, 11) The framework of the study was based on the 

research and theory formulation conducted by Luostarinen (1970; 1979). Sivonen 

applied the POM pattem of internationalisation on the service companies, but instead of 

a product strategy, a service strategy was formulated, and market strategy was

8 The sectors studied were banking, insurance, transportation and forwarding, shipping, advertising, 
consulting and computing services (Sivonen 1983,11).
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constructed to consist of not only geographical area but also customer strategy. 

(Sivonen 1983, 34-48) This addition is in line with the notion of Sarathy (1993), who 

stated that of the considerations relevant to formulating a strategy for a global expansion 

in services the most important is customer focus and segmentation. It should be noted 

that although different strategies of service companies were explored separately within 

several industries, mainstream patterns of internationalisation for service companies as 

a comprehensive group were not formulated the way that Luostarinen (1979) did for 

manufacturing companies.

In the empirical part of the study 136 companies were studied and as a conclusion, the 

different industries were cross-analysed to provide a holistic picture of the 

internationalisation process of the Finnish service sector, and to contrast the different 

strategies of internationalisation applied within these groups. (Sivonen 1983, 58-415)

In a more recent FIB О study Pietikäinen and Tynnilä (1994) studied the obstacles to and 

the strategies of internationalisation of Finnish service companies. The main objective 

of the study was to find out the major reasons - both internal to the company as well as 

the external - for the small volume of Finnish service exports. In the study, six 

industries within the service sector were chosen to form the sample.9 The ambitious 

framework of the study was based on the impulses and obstacles to internationalisation 

perceived by the contacted companies. (Pietikäinen & Tynnilä 1994, 1-9)

The researchers observed that the industries, companies and decision-makers alike were 

inadequately prepared for internationalisation. Accordingly, they considered that the 

largest obstacle for internationalisation is the lack of knowledge on foreign markets. 

The industries employed very domestic oriented ways of doing business.

This orientation was based on a belief of sufficient growth potential being captured in 

the domestic market. Thus, no additional risks perceived in internationalisation were 

pursued. (Pietikäinen & Tynnilä 1994, 128-153)

On the other hand, the perceived problems in the international service companies were 

related to competitiveness. Neither could the Finnish companies offer such a selection

9 The sectors were security, cleaning and maintenance, catering, health care, wholesale and retail trade 
and management consulting and training. (Pietikäinen and Tynnilä 1994, 1-9)
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of competitive services, which could provide a competitive advantage compared to the 

foreign companies. (Pietikäinen & Tynnilä 1994, 128-153) Thus, these Finnish service 

companies seem to lack the ‘high’ factor possessed by bom global service companies. 

In addition, the sectors studied were mainly such that the services provided are not 

exportable and hence the companies more reluctant to internationalise as suggested by 

O’Farrell et al. (1998).

Majkgård (1998) focuses on studying the internationalisation processes of industrial 

service companies. By going abroad, these companies have accumulated experiential 

knowledge, which is also the common concept in all six papers of his thesis. The overall 

purpose of the study was to investigate the internationalisation process of business-to- 

business service companies and whether it differs from that of manufacturing 

companies, in order to contribute to existing international business theory (Majkgård 

1998, 5).

Majkgård is of the opinion that internationalisation of service firms is a dynamic, 

resource- and time-consuming process (Majkgård 1998, ii). Similarly, as the study of 

Pietikäinen and Tynnilä (1989), the extensive data of Majkgård shows that managers of 

service firms perceive lack of (experiential) knowledge as a major obstacle in the 

internationalisation process. Furthermore, Majkgård suggests that the process is path- 

dependent, which implies that the structure of the existing knowledge base influences 

further development of foreign experiential knowledge in a certain way in the future 

(Majkgård 1998, ii). The claim of path-dependence is in line with the lateral rigidity 

theory created by Luostarinen (1979). They both can be considered representing 

traditional decision-making behaviour, which is most likely less demonstrated among 

bom globals.

Sundbo (1994) and Edvinsson (1983) claim that there is a growing tendency towards 

modulisation of services. By modulisation it is meant that services are created out of 

standard elements - modules - that can be combined for the individual customer at the 

moment of purchase. In other words, service production is treated as a more systematic 

process. Consequently, the modulisation tendency changes the production organisation 

in a more rational way. (Sundbo 1994, 245) In fact, Heilman (1994) finds that the 

division between service and manufacturing companies is not explicit. In practise, most
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companies possess both service and manufacturing elements, of which either ones 

dominate. (Heilman 1994, 5)

Although the modulisation tendency was not as general and not as extensive in 

knowledge-advisory services as in a mass producing service, many of the knowledge- 

advisory services firms have taken the first step towards modulisation. This process is 

called conceptualisation, meaning development of standardised concepts. In 

consultancy, specific methods and tools are elaborated due to increased market 

competition, especially on prices. (Sundbo 1994, 258) Technology is recognised as the 

factor that can catalyse - and as a matter of fact has already catalysed in the late 1990’s 

- this development. The development described leads to e.g. possible exportation and 

transportation of a service, and eventually easier internationalisation of a modulised 

service company. One of the trends leading to modulisation is internationalisation. 

Interestingly, experiences in service firms show that they generally succeed in going 

abroad only if they have an identifiable, special product or concept. (Sundbo 1994, 250- 

253)

As far as the internationalisation modes of service companies are considered, three 

categories can be identified from the preceding literature (Vandermerwe & Chadwick 

1989; Erramilli 1992; Buckley & Ghauri 1993). These are exporting, various 

contractual modes of internationalisation, e.g. licensing, franchising and strategic 

alliances, and various (direct) investment type modes of internationalisation. However, 

not all services can be exported across national boundaries because of the need for 

simultaneous production and consumption. However, when these can be separated, as is 

the case with software companies, the role of technology is essential in facilitating 

service provision internationally from a distance (Heilman 1996, 19-21).

The purpose of contractual methods, used in internationalisation of services, is quite 

often to build an international service network, which guarantees that the company is 

able to provide services to its customers in a number of markets (Heilman 1996, 25-26) 

and thus facilitate service distribution (Sarathy 1993, 18-19). Contractual methods in 

general, are most appropriate in service industries, which require customisation to suit 

local preferences, or where complementary assets are required (Heilman 1996, 25-26). 

Also Majkgård and Sharma (1998, 16-32) suggest that many service companies would 

save resources and assumably perform better abroad if they teamed up with firms
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already operating abroad. On the other hand, Sarathy (1994, 124) has proposed that 

investment-type methods are appropriate when control over resources and technology is 

necessary, and there are long-term growth prospects, a lack of time pressure, and 

strategic control over intangible factors.

Although studied as such, mainstream operation mode pattern of service companies has 

not been formulated. This is partly due to inevitable differences between different 

service industries (see O’Farrell et al. 1998) and the inherently distinctive nature of 

service offering. Thus although some companies may be able to utilise export modes in 

their globalisation process, some companies may have to start the process with foreign 

direct investment. However, the received view from the literature is that with increasing 

knowledge of foreign markets, firms commit more resources and there is a move 

towards high integration and high control market entry modes (Majkgård & Sharma 

1998).

Sarathy (1993) lists determinants of international competitiveness of service firms both 

at the macro and micro levels. The reasons for the dominance of the industrialised 

nations in service trade lie namely in both comparative advantage factors and the 

competitive advantage of the individual service firms. (Sarathy 1993, 8)

Most interesting macro factors, and most applicable for Finland, are infrastructure, e.g. 

availability of telecommunications and computer networks; competitive conditions, e.g. 

government deregulation creating more competitive environments; and market demand 

conditions, e.g. presence of more sophisticated customers stimulating new service 

offerings. This factor resembles the lead market concept to be introduced in Section 

2.4.3. Of the micro factors that apply for Finnish companies, technology enables service 

provision at a distance as well as serves as a barrier to entry with tacit knowledge and 

proprietary data bases. (Sarathy 1993, 8-10)

Although Finland is an advanced market with highly developed infrastructure and 

technological lead in some areas, Finnish SMEs lack in size, experience and reputation 

- the remaining company specific advantages on the list of Sarathy - let alone financial 

resources. For instance, in the media and entertainment industry foreign direct 

investment, in this case mergers and acquisitions, are an integral part of the 

globalisation and a required path to significant global positions. (Sarathy 1993,9-12)
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Majkgård and Sharma (1998) present in their paper three case studies from software 

industries. More specifically, the purpose of the paper is to supply a process view of 

how service firms enter foreign markets and to identify their entry strategies as well as 

the entry modes used. (Majkgård & Sharma 1998, 1-4)

The paper takes its point of departure in the Uppsala model of internationalisation, 

which is extended to apply to firms in the service sector. In doing so the scope of the 

model is broadened. Majkgård and Sharma (1998, 5) argue that it has been shown that 

the fundamental process of internationalisation in manufacturing and service industries 

is identical, although claimed otherwise in some researches.

As the service industries differ from one another, Majkgård and Sharma (1998, 14-16) 

have distinguished between hard and soft services, a concept introduced by Erramilli 

(1989). Hard services are more tangible and standardised and consequently less 

customised. These services are internationally tradable and the producers, hence, 

possess a wider choice in foreign market entry. Examples of hard services are packaged 

software services, some types of banking services, engineering design and R&D 

services. (Majkgård & Sharma 1998, 14-16)

Soft services, on the other hand, are more intangible, non-standardised and customised 

and their production can not be separated from the consumption. Hence, nearness to 

buyers is of utmost importance. Examples of these services are management 

consultancy and advertising. Soft services are not exportable and thus, the producers are 

more limited in the choice from alternatives available to serve the foreign markets. 

(Majkgård & Sharma 1998, 14-16)

Interestingly, all the three companies were found to have introduced their core product 

to the international market from the very beginning. In addition, the findings indicate 

that the market country selection is based on the desire to detect market opportunities 

abroad. However, the choice of market entry mode abroad is primarily determined by an 

effort to reduce uncertainty. (Majkgård & Sharma 1998, 16-32)

In establishing international presence, all the companies studied relied either on their 

own experience, the information supplied by their existing network of relationships or 

by establishing network by acquiring foreign entities. Further, the firms selected foreign
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markets because they had developed market offering that was in demand in that market. 

(Majkgård & Sharma 1998, 16-32) These findings support the assumptions made of 

bom global companies that traditional market strategies are of diminishing importance 

and knowledge required for international operations can be acquired also through other 

means than in-house, gradual learning.

The authors argue that the reason for not following the mainstream pattem in entry 

mode selection is the trend of altering nature of relationship and interaction between the 

supplier and the customer. Which were formerly considered high-contact relations have 

been recently converted into low-contact ones. It is argued that consequently, this trend 

has changed the need for experiential knowledge and product development work within 

the firms studied. Now, achieving critical size is important and the same product is sold 

all over the world. Thus, the product development function can be concentrated into one 

single location. However, companies must be present in a number of different countries 

for instance in order to protect their current client network. (Majkgård & Sharma 1998, 

16-32)

Conclusions of the reviewed literature concentrating on the internationalisation of 

service companies are summarised in Table 2. Differences between traditional, 

international service company and assumptions of the new, bom global high-quality 

service company are contrasted here.
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Table 2. Contrasting Traditional Service Company and Born Global Service 
Company Dimensions

Dimension
Traditional Service 

Company

Born Global 
High-quality Service 
Company Assumptions

Internationalisation
process

Stages models apply in some 
cases.

Stages models do not apply.

Dominating feature in
INTERNATIONALISATION

Client following and 
market seeking approaches.

Importance of presence in lead 
markets.

Pace and degree of
INTERNATIONALISATION

Differs according to industry. Fast pace, differs according to 
management’s strategic intent 

and industry essentials.

THE MOST INTERNATIONAL
Industries

Traditionally operating 
internationally, e.g. banking and 
insurance, travel and transport, 

and consulting.

T echnology-in tensive 
industries with innovative 

companies. Finland often as 
the lead market.

Largest challenge in
INTERNATIONALISATION

Lack of experiential knowledge. Lack of time.

Market offering Often requires customisation or 
soft services.

Increasingly standardised and 
modulised or hard services.

Operation modes Exporting, contractual modes 
and EDI

Exporting, contractual modes 
and FDI

Common service company- 
specific advantages

Size, reputation, experience, 
technological sufficiency.

Technological sufficiency, 
innovativeness, and 
management vision.

2.4 Global Marketing Elements

The traditional internationalisation literature reviewed so far has mainly concentrated on 

the product, operation and market dimensions of internationalisation process. However, 

as stated in the research questions, also the ($)ICA or distribution, customer and 

branding strategies are of interest in the present study. These three sub-strategies of 

internationalisation are collectively viewed as the key marketing elements of bom 

globals.

Traditionally, according to Luostarinen’s (1996) POM-$ICA model, the product, 

operation and marketing strategies of a internationalising company have determined the 

$ICA strategies (see Figure 5). The international pricing strategy of a firm has been 

based on its product strategy, whereas distribution (intermediaries) has been determined 

by the operation strategy and the market strategy formulation has preceded that of 

customer strategy. (Luostarinen 1996, 68) In the present study, branding strategies,
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examined instead of advertising (promotion), are assumed to be closely linked to the 

product strategies of bom globals.

Figure 5. The POM-$ICA Model

^'~P ^) roduct ^ $ ^1 -price

peration ^ Г I ) ntermediaries 
^------^ (distribution)

p C A i dvertisine
4 ' (promotion)

arket у ГТЛ ustomer

Source: Luostarinen 1996,68.

In the following sections, global marketing elements will be discussed keeping in mind 

the special requirements of bom global high-quality service companies as well as the 

close relationship between the marketing elements and POM strategies. Nevertheless, 

the conclusive determination of the direction of dependency between the POM and the 

($)ICA dimensions will be put off until the empirical part.

2.4.1 Branding

A brand is a product or service made distinctive by both its positioning relative to 

competition and by its personality, in terms of functional attributes and symbolic values 

(Hankinson & Cowking 1996, 11). However, it is important to consider brands in a 

wider sense than merely representing the product or service. This is due to the fact that 

in the long run it is crucial for the company that its customers are loyal to the brands 

rather than only to one specific product. (Mitchell 1999, 27) Branding is an essential 

part of a product or service strategy and thus has many different objectives, such as 

building customer loyalty, leading the interest of the customers away from price, 

distinguishing the product from its competitors and standardising the product quality 

(Hankinson & Cowking 1996; Morse 1998; Nilson 1998).

Brands should not be confused with trademarks or logos. A trademark is a name, sign, 

symbol or design that identifies the goods of one company whereas a brand is promise 

of value associated with a given product or service. In fast-developing markets, offering 

a distinctive value proposition is especially difficult since, with lightning speed,
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competitors match one another’s clearly defined performance characteristics. (Ward, 

Light & Goldstine 1999, 88-89)

What comes to the differences in service and product branding, branding experts’ view 

is that branding principles are common at the conceptual level. The concept of brand is 

similar between goods and services, because it is defined as a blend of rational and 

emotional perceptions. However, at the operational level, there may be differences due 

to intrinsic, intangible elements of services, (de Chematory & Dali’Olmo Riley 1999, 

181-186) Internal marketing and communication, staff training and motivation are 

especially emphasised in services business. With this emphasis, principles on the 

operational level may differ from those utilised in the product branding.

A globalising company has basically two main alternatives when choosing its branding 

strategy: the creation of a single global brand or the use of local or regional brands. A 

global brand involves offering a consistent and standardised brand proposition and the 

same product or service formulation to customers world-wide. This consistency aims at 

giving the brand the same reputation in terms of positioning and personality in the eyes 

of customers. (Hankinson & Cowking 1996, 3)

In services business, a single brand and strong and consistent image builds trust. A 

business-to-business service company should always remember that the customer really 

buys confidence in the company. (Onkvisit & Shaw 1989, 16) Therefore, several 

researchers argue that services do not lend themselves to individual branding as tangible 

goods do (de Chematory & Dall’Olmo Riley 1999, 185-186).

In addition, a strong global brand is also a facilitating factor when trying to gain access 

to the distribution channels. However, the promise of value is first and foremost made to 

the end user, not to the reseller. Therefore, the promise of value should be understood 

and fulfilled also by all of the company’s value adding partners including resellers. 

Internal understanding of the company’s promise of value will help managers evaluate 

and select channel partners based on their ability and willingness to support that 

promise. (Ward et al. 1999, 88-95)

One type of global branding is the use of a corporate brand. There is a growing pressure 

for a company to be seen as a brand (Levy 1990, 103). Corporate branding suits
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especially to those companies, which operate in a homogeneous market place and have 

small product portfolios with high quality. In addition, ‘company as brand’ concept 

seems particularly effective in the service arena and is considered a critical services- 

branding strategy. First, this is due to the fact that services are intangible. In addition, 

the customers may not understand the technicalities of complex service brands and may 

be unable to differentiate between alternatives, (de Chematory & Dali’Olmo Riley 

1999,182-189)

By using corporate branding instead of separate global brands for different products or 

services, a company can gain a wide range of benefits. Besides the reduced advertising 

costs, corporate branding allows businesses to transmit their strengths across many 

products or services, and these to benefit from the promotion of others. Corporate 

branding associates also with market leadership where companies aim to increase 

loyalty and promotional efficiency by standardising the use of their name. (Laforet & 

Saunders 1999, 53-64) However, it has been claimed that the existing corporate image 

and single brand may also inhibit a company from expanding into new market segments 

or new businesses (Onkvisit & Shaw 1989, 16).

Creating a global brand may require large investments in promotion and in gaining 

access to local distribution networks. Thus it can be assumed that some bom globals, 

especially at the time of their establishment, use also private or OEM branding 

strategies10. However, in services industry these kinds of arrangements are rarely found. 

Instead, service companies may resort to the use of creative types of co-operative brand 

alliances, for instance co-operative component brand alliances (e.g. Intel Inside) and co

operative brand creation. Such alliances boost not only identity and awareness of the 

partners but also efficiency. (Magrath 1997, 67)

For most managers, especially for those operating in the high-tech sector, the 

technological sides of the business have a key role in the company and purchase 

decisions are made according to the price-performance ratio. (Ward et al. 1999, 91) 

However, since a service is inherently abstract, image and brand creation is a difficult 

task that must be undertaken carefully (Onkvisit & Shaw 1989, 16). Successful brand

10 Private label products are standard products onto which the customers’ name is added, whereas OEM 
products are produced according to the unique specifications of the customer and then sold under the 
customer’s name.
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management can, besides attract and keep customers, also be a strong foundation from 

which to launch new products or services, improve relationships with channel partners 

and foster good communication among employees (Ward et al. 1999, 86). Brand equity 

assets, such as brand loyalty, brand name awareness and perceived brand quality create 

value to the company and brand equity management may enhance efficiency and 

effectiveness of the marketing programs and give competitive advantages as well as 

higher profit margins (Aaker 1992, 28).

The new century brings also some new challenges for branding strategies. First, the role 

of the Internet in branding will increase all the time. Through the use of Internet, 

companies can alter their branding economies, messaging and presentation, customer 

dialogue and knowledge and the potential for one-to-one marketing to customers. 

Second, as markets speed up, first-mover advantages multiply. By pre-empting the 

competition, a company can gain scale advantages for instance in distribution and sales 

resulting in healthier cash flows and faster R&D paybacks. (Magrath 1997, 68)

In conclusion, when considering the nature of services, limited resources of bom 

globals, and their instant pressure for rapid and simultaneous market penetration in 

many different countries creating a global corporate brand seems most appealing 

branding strategy for high-quality service bom globals. In addition, image management 

should play a significant role in their branding strategies. Finally, co-operative branding 

alliances can be used in order to compensate for their insufficient resources.

2.4.2 Distribution

Global distribution is defined by Hankinson and Cowking (1996, 181) as “the process 

of organising the physical flow of products from the manufacturer to the consumer in 

the right place and at the right time on a world-wide basis”. Hence, the distribution 

strategy of a bom global can be assumed to be related to its operation strategy. 

Gabrielsson (1999) demonstrates this link between the marketing operation modes and 

sales channel alternatives in Figure 6.

Despite the fact that the international operation mode and sales channel structure 

selection are often closely integrated, Gabrielsson (1999) notes the importance of 

keeping operation modes and sales channels separate. This separation can also been
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seen in Luostarinen’s (1996) POM-SICA model for international marketing strategy. 

(Gabrielsson 1999, 26) Since the POM-SICA model has strongly influenced the design 

of the present study, Gabrielsson’s classification will be used when analysing the 

distribution strategies of the case companies.

Figure 6. Relation between Marketing Operation Modes and Sales Channels
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Note! The broken arrows illustrate the sales distributed through producer controlled channel subsidiaries. 
If the producer owns either a reseller/retailer or in addition a distributor, the sales channel is direct, since 
the producer controls the sales to the end-customer. Whereas if the producer has a subsidiary carrying out 
the role of a distributor, but not reselling/retailing, the channel is indirect since the independent channel 
member is controlling the sales to the end-customer.

Source: Gabrielsson 1999, 23.

The sales channels in the target market can be either direct or indirect. With an indirect 

sales channel, instead of selling directly to end-customers, the producer utilises 

independent channel middlemen located in the target market (Gabrielsson 1999, 25). A 

direct sales channel exists when the producer uses its own export mode (straight to the 

end-customer) or when the producer’s sales subsidiary has been integrated vertically to 

a reseller/retailer or in addition to a distributor. The latter definition is valid, since the 

producer also in that case controls the sales to the end-customer. (Gabrielsson 1999, 25- 

26)
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In his study Gabrielsson (1999) examines both multiple and single sales channels. 

Single channels can be either direct or indirect (Gabrielsson 1999, 29). The advantage 

of the direct channel approach is that problems of channel conflict can be avoided 

through channel control. In addition, direct channels are chosen in cases when 

proprietary technology is sold, whereas indirect sales channels are more often selected 

when a company is less international or sells solution-based technology (Gabrielsson 

1999, 250).

The use of an indirect sales channel may allow for more rapid and less costly expansion 

of market coverage, which might be impossible with a direct sales channel due to 

limited resources. (Gabrielsson 1999, 38) This is a relevant point to consider especially 

in the case of bom globals, which usually aim at rapid market expansion already at very 

early stages of their operation. However, through the use of new direct marketing 

techniques, for example over the Internet, the usual costs of reaching wide market 

coverage with a direct channel may be overcome (Gabrielsson 1999, 38).

Multiple sales channel structures can be divided into dual and hybrid ones. In hybrid 

channels there exists a horizontal division of functions between the producer and 

channel partner, whereas in the dual channels direct and indirect channels are utilised 

simultaneously. (Gabrielsson 1999, 27) Anderson, Day and Rangan (1997, 66) describe 

hybrid channel as a composite one, where the producer is responsible for functions such 

as order generation, while its channel partners are responsible for physical distribution 

and order fulfilment.

Dual channels allow the producer to reach all customers cost-efficiently with the 

optimal sales channel. The risks of channel conflict and loss of control are the largest 

downsides of this channel strategy. The major advantage of hybrid sales channels is that 

while allowing for wide market coverage, the risk of both loss of control and channel 

conflicts is reduced. (Gabrielsson 1999, 38-39) However, the utilisation of hybrid 

channels creates also new challenges for the companies as the channel conflicts may 

arise due to increased competition for customers and revenues (Mortiarty & Moran 

1990, 146-147). One of the main problems associated with hybrid channels is ad hoc 

type of solutions in organising multichannel distribution system, which leads into 

inefficient overlapping channel structure (Cespedes & Corey 1990, 68; Mortiarty & 

Moran 1990, 147). All in all, the main distinction between the two multiple channel
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strategies is that the dual strategy is an adversative one while the hybrid strategy is more 

grounded on co-operation and partnership (Gabrielsson 1999, 38-39).

Gabrielsson (1999, 250) found that the development towards multiple channels was 

related for instance to a company reaching the co-operative stage of the holistic 

internationalisation process, expansion of sales to new emerging product-markets 

resulting in increased diversity, and to increased environmental uncertainty due to 

successful moves of competitors. Consequently, it may be assumed that bom globals, 

expected to enter the co-operative stage quite early in their globalisation process, are 

also faster in adopting multiple sales strategies. In the dynamic initial globalisation 

process multiple channels enhance the establishment of market presence and are often 

required for bom globals to gain first mover advantages.

The development from dual towards hybrid channel strategies was partly driven by 

partnership advantages resulting from committed relationships with channel partners 

(Gabrielsson 1999, 251). Sethuraman, Anderson and Narus (1988, 331) define 

partnership advantage as something that is “needed to sustain a strong working 

relationship and to contribute to the joint competitive advantage of the partner firms in 

the final customer market place”. From the perspective of the manufacturer the main 

determinants of partnership advantage are the market penetration ability, local 

reputation and financial capabilities of the channel partner (Sethuraman et al. 1988, 

342). In the case of service companies, partners are likely to provide some additional 

services to tailor and customise the market offering. Therefore, it is also very important 

that the partner can be trusted to produce consistent quality and will internalise the 

partner’s brand, i.e. promise of value. Since bom globals are likely to rely early on 

partnerships or strategic alliances to compensate for their limited resources in 

international expansion, one can also assume that they are more likely to adopt hybrid 

channel structures.

In addition to partnership advantages the design of the channel and the selection of the 

distribution methods depend on aspects such as product life cycle, demand 

predictability, product variety, and market standards for lead times and services (Fisher 

1997, 106). Also the value added by the channel and the growth rate of the overall 

market have to be considered when designing the channel (Lele 1986, 61). Since the 

requirements for the distribution channel change along the product life cycle (Ibid.),
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flexibility is one of the most important considerations when designing a channel. This is 

especially crucial for bom globals, which operate in a very dynamic environment with a 

constant threat of imitation. These threats can also be avoided by the utilisation of direct 

channels. Finally, in the beginning of the product life cycle, channels that provide high 

levels of value added are required. These can in the case of service companies be value- 

added distributors or even the producer’s direct sales force (Lele 1986, 68).

Since SMEs face difficulties in gaining access to the main distribution channels, they 

have to develop new creative solutions for serving the target markets. The Internet 

provides a new global distribution channel for companies operating internationally. 

Especially in the case of service companies and their intangible market offerings the 

Internet is a crucial channel enabling easy, global distribution of services. The 

imperative inseparability of service consumption and production is removed, through 

the elimination of the traditional marketplace interaction between a physical seller and a 

physical (Brännback 1997, 701). The major effects of utilising the Internet as a 

distribution channel are that it erases distance, homogenises time and makes location 

irrelevant. (Pitt, Berthon & Berthon 1999, 19-20) Further, it facilitates especially the 

small companies offering niche products to reach enough customers to operate 

profitably (Quelch & Klein 1996, 68), and its low costs as a communication media 

enables companies with limited resources to engage in global marketing from the 

beginning of their operations.

In conclusion, bom global service providers are assumed to utilise channel strategies 

suitable for their desired fast global expansion. In the case of proprietary technology, 

direct channels are more likely to be used, whereas the Internet enables faster 

globalisation of new generation services. Based on the literature reviewed, it is likely 

that bom globals very quickly adopt multiple channel strategies. In addition they are 

likely to benefit from partnership advantages especially through the use of hybrid 

channels.

2.4.3 Customer Strategy

Customer strategy in the context of the present study is considered to consist of 

decisions related to market and customer segmentation, customer value creation, and 

interaction of customer and market strategies on a global scale.
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Zeithaml and Bitner (1996, 181-182) argue that market segmentation is the foundation 

of an effective customer relationship strategy. Further, in many aspects segmentation 

and targeting for services are the same as those for manufactured goods. Segmentation 

of both consumer and industrial markets has traditionally focused on the feasibility of a 

firm to produce profitably for a chosen segment. The traditional segmenting literature 

(see e.g. Kotler 1991) is based on dividing large markets into smaller components, 

which are homogenous with respect to a marketing mix. Nevertheless, over the last 

decade there has been a growing interest in segmentation processes, which seek to 

combine elements of both country clustering and customer segmentation on a 

transnational basis (Walters 1996,173).

Furthermore, it has been recognised that market can be segmented not only in terms of 

customer characteristics, but also in terms of key product characteristics (Datta 1996, 

798) or identified benefits created for different customer groups (Lynn 1986, 13). In 

business-to-business markets, characteristics of the firm itself are used to segment 

markets. In addition, criteria can also be related to market opportunities geographically. 

(Zeithaml & Bitner 1996, 183)

Furthermore, market segmentation for a bom global company can be assumed to be 

largely determined by the particular niche they have created with their specialised 

market offering. Since the niche markets of bom globals can be assumed to attain 

critical mass only at the global level, it seems likely that also their market segmentation 

will take place on a global rather than target country level focusing on selected customer 

groups. Some empirical findings support this assumption.11 However, significant 

empirical findings concerning bom globals does not yet exist.

Walters (1996) identified some significant findings about companies operationalising 

segmentation strategies on a global scale. Interestingly, the firms with a broad scope of 

overseas operations often utilised multiple segmentation processes and criteria 

simultaneously within the firm. (Walters 1996, 174) Also, in segmentation of business 

market for a professional service, this approach is found to be applicable (Lynn 1986, 

» 20). Interestingly enough, Friar and Balachandra (1999) found that for an emerging

radical technology, the market may not exist at the beginning. This leads to a situation *

“See Kosonen (1991, 244).
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in which the exact target customers are often determined after the technical 

breakthrough. (Friar & Balachandra 1999, 37-38).

Whereas especially in service business, developing a customer strategy is crucial 

(Davidow & Uttal 1989, 77), also customer orientation can be assumed to play the key 

role in the customer strategy of a bom global high-quality service company. In the study 

of Australian bom globals by Rennie (1993) it was noted that the companies created 

value by being close to their customers. The companies were said to ‘own customers’, 

not products. As a result of catering to the needs of customers better than anyone else, 

the companies created a niche market where they had virtually no competitors. (Rennie 

1993, 51) Similarly, in their study of Swedish bom internationals Majkgård and Sharma 

(2000) found that direct contact with the buyer was they way to educate the customer 

(Majkgård & Sharma 2000, 31). Finally, also Knight and Cavusgil (1996) underlined 

that the genuine customer orientation and closeness to customers are indeed key element 

for bom globals’ success (Knight & Cavusgil 1996, 23).

In fact, customer orientation is only a part of a larger concept of market orientation. The 

missing components are competitor orientation and inter-functional co-ordination (Han, 

Kim & Srivastava 1998, 30). These authors have studied the effect of market orientation 

on organisational innovativeness en route to affecting corporate performance. Of the 

three components of market orientation, customer orientation was again found to be 

highly significant in determining the success of a company. (Han et al. 1998, 30-40) 

Further, one of the keys to success in the age of the Internet has been identified once 

again as customer orientation (Brännback 1997, 698).

The traditional POM-SICA model of Luostarinen (1996) assumes that customer strategy 

in most cases follows the market strategy of a firm, including still a provision that the 

influence may be also vice versa. Therefore, a concept is introduced here, possibly 

influencing directly the market strategy of a bom global and thus being also a factor in 

its customer strategy. This is the concept of lead markets.

Studying the internationalisation process of Finnish system suppliers, Kosonen (1991) 

found that leading markets with familiar customer needs were an important market 

selection criteria (Kosonen 1991, 268). Also, Alahuhta (1990,121) as well as Jolly et al. 

(1991, 3) have found lead market concept applicable for explaining the behaviour and
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success of global start-ups. Thus, it is important to understand what exactly is meant by 

lead markets and what effects they may have on the market and customer strategy of 

bom globals.

Initially, Jeannet (1986) defined the term lead market as “a country or region, which has 

become a leader in the development of a given industry throughout the world” (Jeannet 

1986, 2). Further, he notes that companies operating in lead markets are more likely to 

have successful timing of new products and operations. Early presence and success in 

these markets not only pre-empts competition, where it is likely to arise, but can be used 

as learning for other markets. (Jeannet 1986, 2-9) This type of timing advantage is 

similar to the first-mover advantage identified by Porter (1986). If for some reason a 

company is unable to participate in lead markets and is thus faced with the risk of losing 

advantages such as successful timing, continuous improvement and innovation, Jeannet 

stresses that the company should try to achieve the benefits in some other ways, e.g. 

through licensing or alliances (Jeannet 1986, 9).

Later Jeannet and Hennessey (1995) have refined the concept of lead markets by 

distinguishing between several categories. These are customer, operation (production 

processes), product (design, R&D and technology), and management system based lead 

markets. Customer driven lead markets have the most advanced customers and 

understanding these customers’ demand will allow the company to forecast where 

demand in the rest of the world will be headed. (Jeannet & Hennessey 1995, 249)

Although not adopting the exact term, Porter comes very close to the concept of lead 

markets with his idea of a global platform (Porter 1986, 39-42). A country is a suitable 

global platform in an industry in case it “provides an environment yielding firms 

domiciled in that country an advantage in competing globally in that particular industry” 

(Porter 1986, 39). The superior characteristics of a country interact in a way that allows 

a firm to benefit from first-mover advantages within the industry as responding to new, 

sophisticated customer demand patterns. (Porter 1986, 39-40)

It can be concluded that in a global business climate a bom global company most likely 

utilises a method of global customer segmentation by multiple segmentation processes 

and criteria simultaneously within the firm, rather than using the traditional methods of 

segmentation. In addition, there exists some evidence of the pivotal role of lead markets
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in facilitating the globalisation of Finnish SMEs, which leads to a conclusion that 

assumably, customer strategy drives the market strategy of a bom global company 

rather than the other way around.

2.5 Proposed Conceptual Framework for the Globalisation Strategy 
Patterns of Born Global High-quality Service Companies

Based on the literature reviewed, a framework for the study of the globalisation strategy 

pattem of bom global high-quality service companies has been prepared (see Figure 7). 

The globalisation patterns of bom globals are an output of the product, operation and 

market strategies as well as the sub-elements of their global marketing strategies, 

namely branding (a part of advertising/promotion), distribution and customer strategies. 

The product, operation and market patterns as well as the global marketing elements are 

directly influenced by the ability of the organisation to implement a global strategy and 

by the intensity of the globalisation drivers of the industry.

In the empirical part of the study, the emphasis will be placed upon the identification of 

product, operation and market patterns common to the bom global high-quality service 

companies. Further, the aim is to determine what are the key elements of branding, 

distribution and customer strategy and how they interact with the product, operation and 

market strategies respectively.

The globalisation drivers of service industries in general and those of high-quality 

service sector in particular are beyond the scope of the empirical part of this study. 

Nevertheless, in order to explain the possible strategy patterns to be observed the 

financial and managerial resources of bom globals will be dealt with. These variables 

are considered to affect most the ability of an organisation to implement global 

strategies. Particularly, the role of management appears significant according to the 

literature reviewed.

In following, the expected results of the empirical research concerning the elements of 

the conceptual framework will be discussed. These expected results are based on the 

literature reviewed and are written as preliminary answers to the research question of 

the study. Finally, a revised framework will be presented in Section 4.3.2.
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Figure 7. Conceptual Framework for Born Global High-Quality Service 
Companies
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Product Strategy

It is assumed that the product strategy of a globalising high-quality service SME is 

based from inception on a global concept, which is innovative and quite unique. In 

addition, cutting edge technology plays a significant role in creating competitive 

advantages for these companies. (Rennie 1993, 5; Oviatt & McDougall 1994, 47; 

Majkgård & Sharma 2000, 9) The market offering can also be based on know-how of 

business processes, which is non-patentable and general, but for which Finnish market 

is the or one of the lead markets. Otherwise, Finnish service SMEs as defined in this 

study could not possess competitive advantages necessary for them to create global 

demand. Additionally, the companies are assumed to resort to product development or 

modulisation of their market offering (Sundbo 1994, 250-258) i.e. turning the 

customised service offering into a concrete and transferable product as far as possible.

Another possibility is that the core of a unique market offering is sold under a licensing 

agreement to protect its proprietary rights. In such cases, however, the licensed core 

does not present the most important sales item. On the contrary, the main value-addition 

for the customer is done through the customisation of i.e. the technological core. 

Further, unique concepts in general often are kept proprietary by means such as patents, 

copyrights, or trade secrets (Oviatt & McDougall 1994, 56). Although the present study 

does not cover such market offerings12, some service companies may also resort to these 

mechanisms. Also in this case, licensing does not present the main operation mode of 

these companies.

Naturally, the product strategy of bom global high-quality service companies will not 

follow the order of mainstream product strategy13, but rather services are sold first and 

are complemented with know-how early on. In addition, assumably the product 

strategies are constantly updated through the introduction of new versions and new 

concepts in order to sustain the competitive advantage (Oviatt & McDougall 1994, 56; 

Kirpalani & Luostarinen 1999, 24). In addition, the renewal of the strategies is taken for 

granted in innovative organisations.

12 These market offerings are among the current ПВО research group defined as ‘high know-how’.
13 The traditional order is products, services, systems, know-how defined by Luostarinen (1979).

Г
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Branding Strategy

Considering the inherent nature of services, for instance intangibility, bom global high- 

quality service companies are likely to rely on one global corporate brand. “Company as 

brand’’ concept has been found critical branding strategy especially in services business. 

Besides intangibility of services, this is due to the problems customers may have in 

differentiating between alternatives and complex service brands, (de Chematory & 

Dall’Olmo Riley 1999, 182-189) Logically enough, corporate brand can also be applied 

to all customised offerings of a service company, which makes them more practical than 

separate sub-brands (Ward et al. 1999, 88). If adaptation were required due to cultural 

differences in home and target country, these would be addressed in the market offering, 

whereas brand is likely to be unified throughout the globe.

Further, one global brand is more suitable in creating global awareness and in utilising 

the Internet as a marketing media and the financial efforts are more realistic for an 

SME. In addition, in some cases companies may engage in some form of branding co

operation, in order to ensure global reach of the market offering rather than creating 

global awareness. This is a more economical way to reach customers instead of 

investing in large-scale marketing efforts (Magrath 1997, 67). Finally, another 

economical tactic to build awareness is brand and image management, in which bom 

globals are expected to engage.

Operation Strategy

As far as the mainstream operation strategy is concerned, it has been developed for 

manufacturing companies (Luostarinen 1979). Discussion has existed among scholars 

whether or not the traditional models of internationalisation are applicable for service 

companies (e.g. Carman and Langeard 1980; Root 1987; Buckley, Pass & Prescott 

1992). Empirical evidence has been demonstrated to support both views as well. Here, 

no statement will be made whether the mainstream pattem in general or its operation 

strategy in particular describes the internationalisation of a service company. Only 

comparisons will be made to this mainstream pattem. Naturally, some adaptation must 

be allowed due to the inherently different nature of services.
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Thus, the operation modes utilised by bom global high-quality service companies in 

their progression towards the globalisation stage are assumed to be either:

a) the traditional order (NIMOs, DIMOs, NIPOs, DIPOs) at a rapid pace, or

b) leapfrogging over some operation mode stages, or

c) a reverse order of operation mode introductions starting from direct 

investment operation modes. (Nordstrom 1991, 174-181; Luostarinen et al. 

1994,217-218)

Holistic Pattern of Globalisation

It is assumed that bom global high-quality service companies begin their 

internationalisation efforts at the same time with their domestic operations. 

Alternatively, these companies may not have a domestic stage at all or this stage may be 

a very short one. (Luostarinen 1991, 269-270; Luostarinen et al. 1994, 224; Kirpalani & 

Luostarinen 1999, 11) In addition, they may follow rapidly through the inward, 

outward, co-operative mode pattem in the traditional order as described or apply it in a 

reversed order, i.e. employing co-operative modes from the beginning (Kirpalani & 

Luostarinen 1999,11).

Bom globals have been found to rely strongly on networks and alliances in order to 

compensate for the resource disadvantage of a small company (Jolly et al. 1991, 3; 

McDougall et al. 1994, 482-483; Oviatt & McDougall 1994, 49; Majkgård & Sharma 

2000, 10). Considering the importance of co-operation and alliances in the global 

competition (Ohmae 1989, 143) and their suitability for bom global in gaining strategic 

resources (Eisenhardt & Schoonhoven 1996, 137-140) it can be assumed that all types 

of co-operative modes will be utilised extensively by bom global companies.

Distribution Strategy

The choice of distribution mode is assumed to be closely tied to the operation strategies 

of bom globals. The pattem of distribution modes used is expected to be one of the 

following:
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a) The mainstream pattern (single channel —» multiple channel) (Gabrielsson 

1999,249) but faster, or

b) leapfrogging through the mainstream pattern, or

c) a reverse order starting from hybrid channels.

On one hand, if a company desires control for example in transferring proprietary 

technology or solutions, it is likely to establish single, direct sales channels (Gabrielsson 

1999, 250). On the other hand, if rapid pace to markets is crucially important, 

distribution co-operation and multiple sales channels are a viable option. Consequently, 

although less experienced and internationalised which would lead to the utilisation of 

indirect sales channels (Gabrielsson 1999, 250), bom global are expected to be so 

dependent on time constraints that multiple channels are in fact utilised in some cases 

from the outset. Assumed early entry into co-operation stage of internationalisation 

supports this assumption.

Co-operation and multiple channels are also likely to be used if customisation is needed 

for the market offering. Finally, the Internet as a new, global distribution media for 

“electronic services” is assumed to shape the distribution strategy of high-quality 

service bom globals.

Market Strategy

Assumably, business distance is useless in explaining the market strategies of bom 

globals (Luostarinen 1991, 269; Kirpalani & Luostarinen 1999, 11). Instead, the market 

country selection is most likely based on market opportunities (Nordström 1991, 174- 

175; Bell 1995, 65; Majkgård & Sharma 2000, 29-31) or global customer segments. 

Thus, market strategy formulation is expected to follow the process of customer 

segmentation and is hence preceded by customer strategy.

Another factor important in explaining the order of market penetration is the concept of 

lead market (Jeannet 1986, 2-9; Jeannet & Hennessey 1995, 249; Jolly et al. 1991, 3; 

Oviatt & McDougall 1994,46). Most likely, the lead market of high-quality bom global 

service companies is Finland. The concept is especially important for high-quality 

service companies, since the general know-how utilised in the production of these 

services can not be protected by any means. This means that in order to sustain a
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competitive advantage, companies must be somehow ahead of their global competitors. 

This position could be attained by locating or initiating operations in lead markets.

Finally, market opportunities and lead market concept can present opposite ends of a 

continuum of market selection criteria. Market opportunities in the context of potential 

customers usually appear in countries with less competition and growing demand for the 

market offering in question. On the other hand, lead markets can in some cases be 

assumed to be characterised by high competition.

Customer Strategy

Since the niche markets of bom globals are assumed to attain critical mass only at the 

global level, it appears likely that also the customer segmentation will take place on a 

global rather than target country level. In addition, there exists some evidence of the 

pivotal role of lead markets in facilitating the globalisation of Finnish SMEs, which 

leads to a conclusion that assumably, customer strategy drives the market strategy of a 

bom global company rather than the other way around.

Finally, customer orientation can be assumed to play a very significant role in the 

customer strategies of high-quality service bom globals (Rennie 1993, 4-6; Majkgård & 

Sharma 2000, 9-10). Moreover, one can assume that for a bom global high-quality 

service company a strong customer orientation and presence in customer-driven lead 

markets are more important than participation in product or operation-based lead 

markets.
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3. RESEARCH METHODOLOGY

3.1 Research Design

The methodological approach chosen for the empirical study is multiple-case study 

research based on longitudinal analysis, and consisting of four cases. The case study 

approach is most applicable and useful for studying a new area of longitudinal change 

processes, such as rapid globalisation in this case. Further, it is suitable in the early 

stages of research and when current perspectives seem inadequate. (Eisenhardt 1989, 

548)

In addition, research questions ‘how’ and ‘why’, addressed also in the present study, are 

likely to favour the use of case studies (Yin 1989, 19-20). Case study approach 

specifically has a significant advantage when ‘how’ or ‘why’ question is asked about 

contemporary behavioural events over which the researcher has little or no control 

(Ibid.). Another strength in case study approach is the possibility to use multiple data 

collection methods such as interviews, documents and questionnaires (Eisenhardt 1989, 

534). Moreover, the evidence from multiple cases is generally considered more 

compelling, and thus the overall study is regarded as being more robust (Yin 1989, 52).

The choice of case study methodology for the present study is further supported by the 

results of a screening of the FIBO 1996 Database of 357 Finnish industrial companies 

(see Section 4.1). Only 43 companies (12 per cent) of the database fulfilled even the 

most basic bom global criteria: rapid internationalisation despite young age, 

independence from larger companies, and global vision. Thus, the relatively small 

number of companies complying with the criteria is a further indication that a 

quantitative study would not be suitable method for studying bom globals.

Both Eisenhardt (1989) and Yin (1989) address potential weaknesses related to case 

studies. First, the theory derived from case studies may become overly complex 

(Eisenhardt 1989, 547). Second, case studies provide very little basis for generalisation 

(Yin 1989, 21). The third, and according to Yin (1989, 21) the greatest, concern is the 

lack of rigor of case study research. In most cases, however, these problems can be 

resolved through parsimony, proper case study design, limiting generalisation to 

theoretical propositions and appropriate writing methods (Eisenhardt 1989, 547; Yin
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1989, 21-22). In the present study, multiple cases can be considered as multiple 

experiments. The method of generalisation is “analytic generalisation” in which a 

previously developed theory is used as a template with which to compare the empirical 

result of the case study. (Yin 1989, 38)

Before gathering data some important tasks were carried out. First, literature on 

traditional internationalisation theories and models, internationalisation of service 

companies, global marketing elements, and the preliminary studies of bom global 

phenomenon were reviewed. Although new theory is not being built, a broad range of 

literature was studied (Eisenhardt 1989, 544). Second, based on the literature reviewed a 

conceptual framework for the study of the globalisation patterns of a bom global high- 

quality service company was proposed. Third, the FIBO database of 1996 was screened 

in order to gain an insight on how strong the bom global phenomenon is among Finnish 

manufacturing firms and to test the bom global criteria used for the selection of cases.

3.2 Research Data Gathering and Analysis Process

3.2.1 Selection of Cases

Four cases were selected for the purpose of a multiple-case study. As far as the selection 

of such cases is concerned, random selection is neither necessary, nor even 

recommended (Eisenhardt 1989, 537). In multiple-case studies each case must be 

selected in order that it either predicts similar results (a literal replication) or yields 

contrary results for predictable reasons (a theoretical replication) (Yin 1989, 53). In the 

present study, both literal and theoretical replication logics were used. Further, the cases 

were selected from a predefined population (young, small or medium-sized high-quality 

service companies originating from Finland), which helps to define the limits for 

generalising the findings (Eisenhardt 1989, 537).

The case companies selected in a chronological order are AtBusiness Communications 

Oy, MatchON Sports Oy, Riot Entertainment Oy, and Nedecon Oyj. Two of the 

companies (AtBusiness Communications Oy and Nedecon Oyj) represent business-to- 

business service companies, whereas the other two (MatchON Sports Oy and Riot 

Entertainment Oy) provide consumer services or mobile entertainment. This distinction 

was made to achieve results, which cover a wider group of service companies. In
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addition, one of the companies was selected to represent a more defensive type of bom 

globals to examine the reasons for its’ behaviour.

The number of cases was selected to fall at the lower limit of the suitable number of 

cases (4-10) for a multiple case study. This was due to time and resource considerations 

related to writing of a master’s thesis. If fewer than 4 cases were selected, the empirical 

grounding of findings is likely to be implausible. With more than 10 cases the 

complexity and volume of data could have been overwhelming. (Eisenhardt 1989, 545)

The selection of cases was conducted on the following basis:

a) The companies had initiated operations no earlier than 10 years ago.

b) The companies were small or medium-sized.14

c) The companies were characterised by fast growth and rapid 

internationalisation.

d) Due to their very young age none of the companies could be expected to 

have entered the global stage and to generate over 50 per cent of sales 

outside Europe. Some companies did not even have sales at all. However, 

the companies demonstrated global strategic intent, by possibly already 

having operations outside Europe.

e) The companies were not subsidiaries or divisions of larger companies.

3.2.2 Unit of Analysis

In this study, the units of analysis are defined following the suggestions of Yin (1989, 

31-33) of providing a general description, a definition of the persons to be included, the 

geographic area and the time boundaries.

General definition: The unit of analysis in each of the four cases is AtBusiness 

Communications Oy, Nedecon Oyj, MatchON Sports Oy, and Riot Entertainment Oy 

separately. The unit of analysis can be derived straight from the research questions of 

the study, which cover all the key areas of a company strategy.

14 See Section 1.5 for definitions.
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Persons included: Since the research questions call for an understanding of the 

longitudinal development of the globalisation strategies of the case companies, the most 

suitable persons to be interviewed are the founders of the companies. From all of the 

four companies a co-founder was contacted and interviewed. Altogether six interviews 

were conducted during May and June 2000. A list of interviews is provided in Appendix

4.

Geographic area: No limitations were set on the geographic focus, since the study 

concentrated on the globalisation strategies of the case companies.

Time boundaries: Globalising service companies in Finland are still few as the 

phenomenon is in its earliest stages. Hence, two very young companies15 were 

justifiably included as case companies. Therefore, each case begins when the case 

company is founded and ends in situation of today and the time frame for the case 

studies ranges thus from year 1994 to June 2000.

3.2.3 Case Study Protocol

A case study protocol is recommended under all circumstances but according to Yin 

(1989, 70) it is essential in multiple-case studies in increasing reliability. The protocol 

in this study included the following sections: overview of the case study project, field 

procedures, case study questions, and a guide for the case study report (Yin 1989, 70).

Overview of the case study project: Information for the case study protocols was 

searched from general sources, such as annual reports, the Internet pages, newspaper 

and magazine articles and other written sources.

Field procedures: The interviewees were contacted first by phone and their interest for 

the study was enquired. One company refused from the study. After consent, a 

questionnaire on the firm’s international operations (see Appendix 5) with a covering 

letter explaining the purpose of the study was sent to the person. The interviews were 

scheduled to take place in May and in the early June 2000.

Case study questions: Based on the available information notes were written 

concentrating especially on the elements of the proposed framework. Next, general case

15 MatchOn Sports Oy was established in October 1999 and Riot Entertainment Oy in February 2000.
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study questions were prepared based on a preliminary understanding of the literature. 

Later, closer to each interview date individual case company interview questions were 

refined using the available information. (See Appendix 6 for general case interview 

questions.)

Guide for the case study report: The single case study reports are included as a part of 

the present study. To ensure acceptability of the information to be revealed, the case 

descriptions were sent to the interviewees for further comments and approval. All the 

single case study and the cross case study reports were written keeping in mind that the 

audience is scientific society, business managers and naturally the examiners of the 

master’s thesis. The basic structure of a single case study report follows the order of 

POM-($)ICA pattem proposed in Section 2.4 and the expected results outlined in 

Section 2.5. Further, the descriptions of the development of operations and strategies are 

chronological.

3.2.4 Sources of Evidence

In this study, information was collected from multiple sources of evidence, suggested by 

Yin (1989, 95). These sources were documentation and interviews. The main sources of 

data were the focused interviews carried out in the case companies. (See Appendix 4 for 

a list of interviews.) The interviews concentrated on longitudinal illustrations and why- 

factors related to the elements in the proposed framework. These interviews were 

approximately 2 to 3 hours long and were carried out in Finnish. The interviews were 

transcribed in the original language. The set of general case study questions utilised is 

provided in Appendix 6.

Further, important sources of information were also company annual reports, Internet 

pages in general and news archives in the Internet pages in particular, numerous 

newspaper and magazine articles and other written sources. Some pieces of information 

were received from the questionnaire the interviewees filled out.

3.2.5 Analysis Methods

Next, the longitudinal developments in the POM pattem and global marketing strategies 

of the bom globals were described and analysed. The analysis of the case study results
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followed the pattern-matching logic. Following the suggestions of Yin (1989, 109-113), 

this is one of the most desirable strategies.

A cross-case analysis was then performed between the four cases by comparing the 

elements of the conceptual framework and the emerging patterns. To facilitate the 

analysis, a cross-tabulation of the results was carried out. The explanations are based 

both on literal and theoretical replication logic. The reasons behind the relationships 

were then described. Finally, cross-analysis between the different company groups was 

done in co-operation with the authors of other bom global studies.

3.2.6 Evaluation of the Quality

To ensure the quality of the research design suggestions of Yin (1989, 40-45) were 

followed. Yin describes four tests relevant for doing case studies. He has further 

identified tactics that can be used to deal with these tests.

The tests are summarised as follows (Yin 1989,40-41):

- Construct validity, establishing correct operational measures for concepts being 
studied;

- Internal validity, establishing a causal relationship, whereby certain conditions 
are shown to lead to other conditions;

- External validity, establishing the domain to which the findings of the study can 
be generalised;

- Reliability: demonstrating that the operations of the study - such as the data 
collection procedures - can be repeated, with the same results.

Tactics used for dealing with the above-described tests in the present study are 

summarised in Table 3.

It should be noted that from the outset, discussion about definitions of the study has 

occurred. Especially concepts ‘service’, ‘know-how’ and ‘system’ were difficult to 

define in a way that the definitions would not overlap. Therefore, it is possible that this 

problem of definition may play a role while drawing final conclusions for the present 

study and thus affect validity and reliability of the study.
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Table 3. Case Study Tactics for Four Design Tests

Tests Case Study Tactic

Construct validity • Multiple sources of evidence: written documentation, 
questionnaires and interviews with top executives.

• Chain of evidence established through research questions, 
case data, interview recordings, interview notes, 
transcriptions and case descriptions.

• Review of draft case studv reoort bv kev informant.

Internal validity • Pattern matching between predicted patterns and 
empirically based patterns in cases.

• Comparison of chronologies with those predicted bv 
existing explanatory theory.

External validity • Replication logic in form of literal replication and 
theoretical replication logic.

Reliability • Case studv protocol developed and used.

Source: Adapted from Yin (1989, 41)

In addition to the tactics mentioned above, especially the generalisability of the study 

was enhanced through the results of the FIBO database screening (see Section 4.1) 

performed at the outset of the empirical research. Although, the database consists of 

manufacturing companies, it still provides significant findings also for this study. First, 

the results of the screening showed that the bom global phenomenon could be identified 

already in 1996 especially among research-intensive manufacturing firms in Finland. 

Hence, the phenomenon can be assumed to be even stronger today. This is also a 

positive sign for finding bom global service companies in Finland.

Second, the screening allowed the research team to test the criteria used for the selection 

of case companies. The results of the screening confirmed that the required bom global 

characteristics tended to group onto the same companies, which could quite reliably be 

considered as examples of bom globals.
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4. EMPIRICAL RESEARCH

4.1 Screening of FIBO Database for Born Global Companies

At the outset of the empirical research, the companies included in the 1996 FIBO survey 

were screened in order to gain an insight of how strong the bom global phenomenon 

was among the companies responding to this vast survey of Finnish industrial 

companies. In addition, assuming that clear cases of bom globals could be identified, 

the objective was to study from which sectors of manufacturing industry they 

originated. Finally, it was hoped that the bom global characteristics, which had been 

identified by the research group at the outset of the study could be tested in the 

screening of the companies.

4.1.1 Background on the FIBO 1997 Operations Database

The Finland’s International Business Operations (FIBO) Programme was established in 

1974 by Professor Reijo Luostarinen in order to study the dynamics of 

internationalisation of Finnish industrial companies abroad as well as foreign companies 

in Finland. The database on inward, outward and co-operative operations of Finnish 

companies abroad is the oldest population based data bank under the FIBO program. It 

is based on four surveys performed in 1976, 1983, 1990 and 1996. The 1996 FIBO 

survey provided the basis for a database consisting of 357 industrial companies 

operating in Finland. The questionnaire used in the 1996 survey is almost identical to 

that shown in Appendix 5, except for one addition to the breakdown of foreign sales.

4.1.2 Screening of Companies

It should be noted that since only manufacturing companies were included in the FIBO 

1996 survey the generalisability of the results of the screening is somewhat limited. 

However, results derived from analysing the database should give an indication of the 

frequency of bom global companies especially within the high-technology sector and 

also to some extent within the high design and high-quality system sectors during the 

1990’s. Thus, the findings are highly relevant for the collective study of the research 

project group.
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In the first screening all companies fulfilling the following criteria were selected for 

further examination:

a) The company’s date of establishment was not prior to January 1980.

b) The company was not a subsidiary or a division of a larger company.

c) The company had indicated in the survey that the company’s future growth 

opportunities originated mainly or completely from foreign markets.

These criteria were chosen as they closely track the three most important bom global 

criteria: rapid internationalisation reflected in relatively young age, independence from 

larger companies, and global intent (see Section 1.5 on definitions). As a result of this 

initial screening 43 companies were identified, which is 12 per cent of the total number 

of companies in the database. This relatively small number of companies provides 

further support for choosing a multiple-case methodology for the study instead of 

attempting to achieve statistically significant results through a survey.

In the second screening the 43 companies were broken down into four groups according 

to the degree of internationalisation reflected in the percentage of sales from abroad. 

The groups were defined as ‘low degree of internationalisation’ (<30%), ‘medium 

degree of internationalisation’ (31-50%), ‘high degree of internationalisation’ (51-80%) 

and ‘very high degree of internationalisation’ (>81%). The reason for the term 

internationalisation instead of globalisation being used for this screening is that the 1996 

survey does not require the companies to specify the amount of foreign sales originating 

from outside of Europe.

Further analysis on the companies was performed within the four groups. In addition to 

average age, two further criteria were applied to give some indication of the degree of 

globalisation (dimension 2) and innovativeness (dimension 3) within the four groups. 

The results of this analysis are shown in Table 4.

68



Table 4. Results of the Screening Using Born Global Criteria

Internationalisation Degree of Sales

Dimension <30% 31-50% 51-80% >80% TOTAL
1. Average age (in years) 8 6 6 7 6.6
2. Percent of companies

mentioning a non-European 
country among the ten most 
important target markets for a 
given foreign operation

50 40 80 80 66

3. Percent of companies with
R&D expenditure > 5% of net 
sales

25 20 401 402 34

Number of Companies 8 10 15 10 43

1 All the companies in this group which reported having R&D expenditure over 5 per cent of sales also 
reported having a non-European country among the ten most important target markets for a given foreign 
operation (dimension 2).

2 In this group, 75 per cent of the companies having reported R&D expenditure over 5 per cent of sales 
also reported having a non-European country among the ten most important target markets for a given 
foreign operation (dimension 2).

What comes to the average age of companies within the four groups there seems to be 

no clear link between the degree of internationalisation and the rapidity with which this 

process has taken place. Interestingly, the companies which demonstrated a high or a 

very high degree of internationalisation had reached this stage within on average 6.4 

years, which is less than the average for the whole group. Thus, one could expect that 

these companies also posses some other characteristics common to bom globals.

The frequency outcomes using dimensions 2 and 3 support this assumption. Within the 

groups with a high or a very high degree of internationalisation 80 per cent of the 

companies mentioned also non-European countries among the ten most important target 

markets for a given foreign operation mode. This is an indication that these companies 

are not only highly internationalised but have also begun the process of globalisation, 

e.g. have operations outside Europe.

The companies in these two groups also stand out from the rest of the sample as far as 

their investments in R&D are concerned. Forty percent of the companies indicated 

having R&D expenditure levels of over 5 per cent, whereas in the other two groups this 

figure was clearly lower. Since the 5 per cent level is commonly used as one of the 

criteria distinguishing high technology companies from low-tech ones, this result gives
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support also to the hypothesis that bom globals are more likely to produce innovative 

and/or technology intensive products.

A cross-tabulation performed on the group with a high degree of internationalisation 

shows that all the companies with R&D expenditure exceeding 5 per cent of net sales 

(dimension 3) also reported having a non-European country among the ten most 

important target markets for a given foreign operation (dimension 2). For the group with 

a very high degree of internationalisation, this figure was 75 per cent. Thus the cross

tabulation results indicate that the bom global dimensions seem to group strongly onto 

the same companies.

Table 5. Breakdown into Industry Sectors

Internationalisation degree of sales

Industry
Sector

<30% 31-50% 51-80% >80% Total NUMBER OF 
COMPANIES WITH 

R&D >5% OF SALES

Chemicals 1 - 2 2 5 1
Construction 2 1 1 1 5 1
Foodstuffs - - 1 - 1 1
Forest - 2 1 1 4 1
Metal 2 6 5 1 14 1
Technology 1 2 4 4 11 10
Textile 1 - 1 1 3 -

Total 7 11 15 10 43 15

When the 43 companies in the sample were classified according to their industry sectors 

some interesting results could be obtained (see Table 5). First, the technology and metal 

industry sectors clearly dominate within the sample. When this is considered together 

with the fact that especially in technology sectors the frequency of R&D intensive 

companies is clearly the highest, we may conclude that companies with bom global 

potential are more likely to originate from the high technology sector than other 

industries.

Second, as could be assumed, the highest frequency of technology companies (8 out of 

11, with 7 of these reporting R&D expenditures above 5 per cent of sales) was within 

the two groups with a high or very high degree of globalisation. Since companies within
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these two groups also best fulfilled the other bom global criteria in the above analysis, 

we can draw the conclusion that within Finnish industrial companies examples of bom 

globals are most likely to be found within the high technology sectors. This was an 

expected finding, since the bom global literature originating from abroad also tends to 

concentrate on high technology companies (see Section 2.2 on bom globals). The 

finding further supports the proposition of Kirpalani and Luostarinen (1999, 10) where 

high technology products are named as one of the five bom global product groups. 

According to their classification one could have expected to find also high design or 

system companies within this sample of Finnish industrial companies, however this was 

not the case.

In conclusion, it can be stated that the screening results confirm that the characteristics 

of bom globals, i.e. young age, global intent, globalisation of sales and high R&D 

intensity, derived from the existing literature tend to group onto the same companies, 

especially in the high technology sector. Since the information available on the 

companies within the FTBO 1996 database is quite limited, it is not possible to state 

with certainty how many cases of pure bom globals were included in the sample. 

However, the companies within the groups with the high or very high degree of 

internationalisation can be considered as indicators of a trend of a strengthening bom 

global phenomenon.

4.2 Individual Case Descriptions and Analysis

4.2.1 AtBusiness Communications Oy 

Background

AtBusiness Communications Oy is a Internet solution provider located in Lauttasaari, 

Helsinki specialising in systems integration, and produces thus business-to-business 

services. It designs and implements web-based information systems and communication 

solutions for commercial and government organisations. The solutions include for 

instance Internet, Extranet and Intranet solutions, data warehouse and security solutions, 

E-commerce and mobile solutions as well as consultation, technical support and hosting 

services. The company considers the larger ICL, TJ Group, and TietoEnator as its main 

competitors in the Finnish market.
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Mr. Petri Salonen, the interviewee, Mr. Heikki Virintie and five other persons 

established the company in December 1996. The business idea was developed by the 

founders and a current private investor of the company in response to a growing demand 

for a single-source system integrator capable of designing complex web-based IT 

solutions.

At the end of 1999 the company employed 79 persons in Finland and 8 abroad in St. 

Petersburg, Russia. On average in 1999, however, the amount of employees has been 45 

and 3 respectively. This illustrates well the desire for a fast international expansion. 

Further, the turnover generated the same year was FIM 22,4 million.

Born Global Characteristics

Whereas the high technology companies studied by the research group have 

internationalisation degrees of over 60 and even 90 percent in 1999, AtBusiness 

Communications has only recently initiated its internationalisation endeavours. In early 

2000, a subsidiary was established in Hamburg, Germany and the estimated turnover 

from Germany is some 10 per cent of sales in 2000. Figure 8 illustrates the development 

of turnover since the establishment.

Considering the age of AtBusiness Communications and the nature of its business, it is 

highly unlikely - one could say almost impossible - that the company would generate 

over 50 per cent of its sales outside Europe in the near future. The company fulfils the 

bom global criteria of being young, small, innovative and independent and it is 

characterised by fast growth and relatively rapid internationalisation. Nevertheless, the 

company was found after the selection not to be truly globally oriented. Rather, one of 

the main focus areas was rapid internationalisation from inception (not globalisation) 

and the management can be depicted as having an international or a more limited, 

‘regional vision* for European operations in the first place.
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Figure 8. Development of Turnover of AtBusiness Communications Oy

Estimation

Table 6. POM Pattern of AtBusiness Communications Oy

(1. Goods) 2. Services 3. Systems 4. Know-how

1. NIMOs 2. DIMOs 3. NIPOs 4. DIPOs

M l.Hot 2. Warm 3. Medium 4. Cool 5. Cold

p
1

Only
inward

operations

Hard services Soft services

0 NIMOs (agent), 

DIMOs 
(representative 

office)

DIMOs 
(sales and 
marketing 
subsidiary)

DIPOs
(production
subsidiary)

M Sweden (hot), 

Russia (hot)

Germany (hot), 

Austria (warm),

Switzerland
(warm)

Asia (medium), 
Far-East (medium), 
Arabic Gulf Area 

(medium),

Italy (hot)
Year 1 (1997) 2 (1998) 3 (1999) 4 (2000/VI)1 Next phase* 1 2

Traditional pattern for manufacturing companies

>

Note! The table shows only the first year of each new international sales object introduction, operation 
mode utilisation and market entry. ‘Market entry’ is understood as the first time an outward/co-operation 
mode is used in the market/with a partner in the market.

1 The entries in the table include shifts from the first six months of 2000.

2 Strategy of AtBusiness Communications for the short-term future.
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Product Strategy

In the collective study of the Bom Global project, the definition of ‘know-how’ as a 

sales object is software as packaged or standardised sold by licensing excluding any 

service work. AtBusiness Communications has only one such sales object, a web-based 

customer relationship management (CRM) software. In the case analysis of this service 

company, this software and others somewhat alike are referred more logically as hard 

services, whereas IT solutions or consulting is referred to as soft services.

The services provided by the company have different roles in sales of software and IT 

solutions. The services needed around the software consist of integration work. In larger 

solutions, the software or other components constitute the licensable core, but never are 

the main sales object. Abroad, the service is provided by a value-adding reseller (VAR 

partner). However, there is one exception, the CRM software, which is sold as a ready 

package. The company produces also some OEM products, which are software 

components utilised by other companies. In addition, AtBusiness Communications 

utilises components from third parties in their solutions to ensure cost efficiency and to 

complement in-house expertise.

In order to deliver complex IT solutions, a company must be able to master a large 

amount of different skills. Further, the replication of such an amount of skills is neither 

an easy nor a rapid procedure. As a result, the process of internationalisation through a 

transfer of a complete business concept can not be compared in any respect to rapidly 

spreading global sales of for instance a high technology product. Consequently, since 

soft services are intangible, they are not global offerings to the degree that for instance 

hard services i.e. the software products provided by the company are.

Furthermore, IT solutions as services as such are not unique market offerings, since they 

are never patented or protected by some other proprietary means. The competitive 

advantage of the company is therefore naturally based on the software products, more 

precisely the customer relationship and unique content management software. Some 

competitive advantage can also be found in the ability to provide the customer with 

broad, total ГГ solutions. However, software products accounted for only 10 per cent of 

sales in 1999.
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In order to facilitate the internationalisation process, the management has distinguished 

different phases in their internationalisation strategy. Initially, IT solutions were sold 

only domestically, and this first market offering was designed for the Finnish market. 

Whereas IT solutions dominate the sales domestically, the on-going phase of 

internationalisation is characterised specifically by internationalisation through the sales 

of hard services. The investments, commitment and experience required are less than if 

internationalising through the sales of softer services. In the next phase, still to be 

initiated, international solution sales will be realised. (See Table 6, last column.) 

However, these solutions will be provided to international customers after the creation 

of a subsidiary and partner network, which is in the first and present phase being created 

in the main target market, Germany.

Another key focus area of AtBusiness Communications besides partner selection is 

product development, related to modulisation of services. Also significant investments 

into R&D and new product development have been made. The company has also R&D 

co-operation with some Finnish companies.

The focus of the R&D is where the competitive advantage is: customer relationship and 

content management software products. These market offerings (unlike IT solutions) 

have been designed for a global marketplace in mind. Since soft service sales16 

accounted in 1999 for over 90 per cent of sales, without product development (i.e. 

turning traditionally service-like sales objects into more physical and concrete products) 

internationalisation would be an even slower and more unattractive strategy. Thus, 

another reason for initiating internationalisation through the sales of hard services is the 

fear of losing the competitive advantage provided by the software products.

Investments in R&D have increased since the early days of operation. Initially, the 

company provided solutions as projects and therefore the R&D percentage was zero. 

During the first year the figure increased to 5 per cent of sales and it has been escalating 

ever since. The investments in R&D were initiated after the company received financial 

R&D aid from the National Technology Agency of Finland (TEKES). For the moment, 

the R&D accounts for some 10 to 15 per cent of sales of AtBusiness Communication.

16 All of the sales were domestic.
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The R&D investments are relatively high for a service company signifying the 

production of highly technology-based services.

The international sales of the company’s market offerings were initiated in 1999. The 

first sales item was a software package sold in Sweden. The sales of hard services were 

next started in Germany. The soft service (IT solution) sales are still to be initiated. In 

order to sustain the competitive edge of the company, hard service sales are to be 

continued and further expanded. With the continuous R&D new products and solutions 

are being sought after and consequently new ideas may result into new customer 

segments being targeted in the international markets.

Hence, the product pattern for AtBusiness Communications will soon be realised as:

1) Hard services

2) Soft services

For a less globally oriented company, such as AtBusiness Communications, this 

succession is expected. Internationalisation is initiated with the sales of more tangible 

market offerings, with which the internationalisation process is easier and less resource- 

consuming to begin. With respect to hard services the company resembles a bom global 

company but decision-making concerning internationalisation with soft services is more 

laterally rigid.

Branding Strategy

AtBusiness Communications sells its services under its own corporate brand. The own 

software is marketed under a category of names that resemble one another. These names 

include for instance W3CRM, W3Infogate and W3Surveyor. Although service 

companies are recommended to utilise corporate branding and to build a uniform 

corporate image, due to the technological and product-like nature of some market 

offerings, the use of several names is justifiable. In addition, in business-to-business 

marketing, it is the trustworthy image of the company that counts. It is unlikely that the 

company would separately sell its products. Rather, in marketing the whole of the 

company is emphasised.

The first more measurable branding efforts were initiated in Germany after the 

establishment of a subsidiary in 2000. The strategy includes creating awareness of the
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corporate name and products among possible VAR partners through presentations in 

different seminars and forums and memberships in organisations.

Since the branding efforts have just recently been introduced and initiated, one can not 

positively identify certain branding strategies. However, it appears that all company’s 

offerings do not carry the corporate name, the company is not going to resort only to a 

single, global corporate brand in the near future. Explicitly, the interviewee said that 

some localisation and customisation in brands is needed.

Thus, the creation of a branding strategy has been initiated by establishing an image and 

only later building a corporate brand. Creating a global brand requires investments, 

which however in business-to-business marketing are less than in consumer marketing. 

Still, the creation of corporate image, let alone a global brand, is quite a demanding task 

for a rapidly internationalising company, which has several other strategies to 

implement and to focus upon. In addition, if the company’s solutions are in demand, 

and the staff is overworked, development and implementation of branding strategies is 

unlikely to be a top priority.

Operation Strategy

The company had a domestic period of six months. Inward operations were initiated 

already in 1997 from St. Petersburg, Russia. (See Appendix 7 for a holistic operation 

pattern.) The reason for importing services from Russia was the severe human resource 

shortage in Finland hindering rapid growth if not this problem was solved. Initially, 50 

software houses were contacted of which the best were selected through interviews. In 

practise, normal IT solutions were sold in Finland to Finnish B-to-B customers, but 

some coding work was sub-contracted from Russia. Sales were not executed in Russia.

Outward operations were first begun in Sweden in 1999. The first operation mode was 

direct exports through an agent (NIMOs). This agent is in fact now responsible for the 

sales to the whole of Scandinavia. The same year a representative office (DMOs) was 

established in St. Petersburg, Russia. Finally, in the early 2000, a sales and marketing 

subsidiary (DIMOs) was set up in Hamburg, Germany. It is planned to begin production 

operations in Germany in the future, which would mean that also the DIPOs operation 

mode group would be introduced.
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The factors influencing the decisions about the operation modes used include 

internationalisation strategy and coincidence. Getting an agent agreement in Sweden 

was quite a coincidence but establishing the German subsidiary was a part of a strategy. 

In Sweden it is attempted to build up a customer network and only after this to penetrate 

the country using more involving operation modes. The potential of the German market 

and the emphasis placed on developing the operations in that market are reflected in the 

decision about the investments. What comes to the use of a DIMOs mode in Russia, the 

market is interesting at the moment only in complementing resources, which are 

difficult to reach in Finland. In addition, behind all the decisions about operation modes 

were personal or business relationships.

In Europe and Far-East VAR partnership agreements are being made and network is 

currently being built. Since the internationalisation process of the company has only 

recently started, co-operation stage has also quite recently been initiated. Also in the 

future, the co-operation will be related to marketing and distribution of hard services, 

which are the areas of most benefit to the company.

In summary, the inward operations were started almost simultaneously with the 

domestic ones. The management had a strategic intent to internationalise the company 

from the outset, and after only two full years of operations, outward operations were 

initiated first with export (NIMOs) but already the same year representative office was 

established (DIMOs). The next year saw the establishment of a sales subsidiary 

(DIMOs). Co-operation stage was entered no more than 4 or 5 years from inception of 

the company.

The order of operation modes will be realised as:

1) NIMOs and DIMOs (representative office),

2) DIMOs (sales subsidiary),

3) DIPOs (production subsidiary).

Thus, the order of holistic internationalisation stages will be:

1) Domestic and Inward stage,

2) Outward stage, and

3) Co-operation stage.
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The order of these stages is in line with the traditional pattern, but the pace with which 

the stages are gone through is quicker than traditionally. Further, the operation mode 

pattern includes one ‘leap’ as compared with the traditional one. Most likely, the reason 

for identifying a pattern resembling the traditional one is the risk-averse attitude of the 

management. The company prefers initially internationalisation through the sales of 

hard services (which can be exported) in domestic and culturally closer countries and 

consequently also less involving (with respect to investments and integration) operation 

modes. The company increases its involvement gradually, which was also explicitly 

stated.

Distribution Strategy

AtBusiness Communications in the early 1998 acquired a Finnish software wholesaler 

Softmall Finland, which imports foreign software into Finland. This subsidiary has an 

own distribution channel within Finland. It is in the intention of AtBusiness 

Communications to turn this channel around into an international one and distribute its 

own software through it. Softmall Finland is thus the most important source for such 

distribution co-operation.

Distribution in foreign markets is organised through an agent (indirect sales channel) in 

Sweden and through and own sales subsidiary (direct sales channel) together with VAR 

partners (indirect sales channel) in Germany, Austria and Switzerland. VAR partners 

are likely to be used in organising the distribution also in Asia and the Far Eastern 

countries. Although in the first phase only software is sold and distributed abroad, IT 

solution production personnel has already been employed in Germany.

The current distribution strategy in Germany employs hybrid channels. As illustrated in 

Figure 9, own sales force in the subsidiary and value-adding resellers are responsible for 

different functions. The customer relationships are generated and maintained by own 

local sales force, whereas the distribution of software is done through value-adding 

resellers. These channel partners do also the necessary integration work into the 

AtBusiness software. VAR arrangement is relatively typical in the software business.

Although, according to the management, the international sales of soft services have not 

been feasible yet, direct sales channel for solution sales in Germany will be established 

over time. This will be done with the help from local, German partners by establishing
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customer relationships to the end-customers. AtBusiness Communications benefits also 

this way from partnership advantages. As a matter of fact, the use of hybrid channels is 

useful in a way that AtBusiness Communications keeps the control of customer 

relationships to itself from the outset. In addition, it does not have to place production or 

integration personnel from the outset in Germany.

Figure 9. Relation between AtBusiness Communication’s Marketing Operation 
Mode and Sales Channels - An Example of Germany

Note: The dotted line around own sales force indicates that they belong to the subsidiary 
personnel.

Note 2: The reseller and own sales force control different functions (in parentheses) and thus 
these form a hybrid sales channel.

As a conclusion, distribution in the main foreign market currently has been established 

through utilisation of multiple, hybrid channels. Thus, the distribution channel 

establishment in Germany has not followed the traditional pattern of single to multiple 

channels. In Sweden, distribution has been organised through an indirect sales channel. 

However, the strategy in Germany is a more likely one to be found later in other 

countries. By utilising hybrid channels, the company benefits from partnership
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advantages by preserving limited resources (both human and financial), builds itself a 

future direct sales channel and ensures the control of i.e. its image.

Market Strategy

The short-term objectives of the company have included rapid growth and expansion 

into other markets, primarily Scandinavia, Germany and Russia. In practise, Russia was 

the first foreign country in which AtBusiness Communications had operations, but these 

were inward coming import operations and begun in 1997. The first country entered 

with outward operation modes was also Russia and the second Sweden during the same 

year, in 1999.

Early in the year 2000 the company established a subsidiary in Germany, which has 

been the last market entry for the company. (See Table 6 for market pattern.) Thus, it 

can be concluded that the order of foreign market entries has so far been based on 

business distance. The first countries entered belong to the cluster of hot countries and 

only later ‘warm’ and ‘medium’ countries were targeted.

Although AtBusiness Communications since inception has had an internationally 

oriented management and vision alike, the market expansion has been prudently thought 

through and the selection of markets has been careful as well. The home market 

especially for the soft services is Finland and the vision at the first place is to become a 

significant player in the European market, instead of gaining global reach from 

inception. The management is satisfied with the pace of internationalisation, considering 

the necessary balancing between growth rate, available resources and profitability.

As far as the order of market expansion is concerned, the management is, in its own 

words, in favour of the traditional pattern and the order determined by business 

distance. Explicitly, it was pointed out that they find it useful to first practise 

international operations in the neighbouring countries instead of jumping straight from 

Finland to Asia, for example. This view has a logical explanation. One of the most 

compelling factors dictating the expansion order is the complex nature of the other 

market offering, namely solutions with service components (soft services). The required 

direct contact in service delivery calls for considerable resources, both financial and 

human. On other continents especially, the establishment of partner networks and 

distribution channels as well as gaining knowledge of the market and end customers is
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found to be too resource-demanding for this SME. However, hard services could also be 

sold outside Europe, but this has not yet been initiated. Moreover, the management 

clearly opts for organic, less risky growth and sequential expansion for the company 

targeting Europe initially.

The selection of the markets entered has been based on prior market knowledge of the 

management and some employees from Russia. Further, the selection has also been 

made on the basis of evaluations of the current demand and the future market potential 

in Germany. Although market potential appears to play a significant role in determining 

the order of market expansion, knowledge of the market seems an alike important 

criterion. Therefore, it can not be stated that in this case customer strategy would clearly 

precede or shape the market strategy of the company. Rather, both act as factors 

determining succession of markets entered.

As far as lead markets for this business are concerned, the countries include the United 

States and Finland. The United States had not been seriously identified as a potential 

resource pool, let alone potential market due to resource constraints and the huge size of 

the market., market potential to be fulfilled can be simply found closer in Germany, 

which appears more desirable for the company. What comes to the home country being 

a lead market, it is highly unlikely that the international demand would exist if this was 

not the case. Finnish Internet solutions are second to none in quality and also the image 

of the country serves as a fine reference. Finally, in the near future there are plans to 

initiate exports of know-how into Far East as soon as VAR partner agreements have 

been signed.

Customer Strategy

AtBusiness Communications’ main customer segment is business-to-business 

companies of which the larger or medium-sized enterprises are targeted. The segment is 

very large, as the IT solutions are currently sought after and employed by virtually 

every company. Therefore, one can not say that the company would operate in a niche 

segment. As there is sufficient demand in Finland at the first stage and at the next and 

current stage in Europe, the company is not aiming to penetrate other continents but 

seeks to fulfil the demand in culturally and geographically closer markets and 

customers. In particular, this holds true for soft services.
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Customer segmentation has been carried out and the segment is clearly defined, but it 

does not seem to determine the countries entered. Whereas the management is of the 

opinion that the most attractive markets are the closest to Finland, customer strategy 

does not play a significant role driving the market strategy of the company. However, 

customer segmentation has been done before selecting the markets, but still the 

company targets not all markets globally but European markets initially. Value to 

customers is created through the integration of for instance information systems into 

customers business operations. Moreover, the customers benefit from being able to 

acquire a broad scale of solutions from one place.

As a conclusion, the most important factor in determining the market strategy is the 

geographical and cultural proximity, the second being the market potential in these 

countries. Customer and market strategies appear to be separate from each other. What 

seems to affect these decisions, as well as several others, is the lateral rigidity of the 

management.

Financial Resources

Lately, it has not been difficult for an IT company to find financing for initiating 

operations. Rather, it has been a matter of selecting a financier. The expectations placed 

on this business sector have enabled this to happen. Consequently, also the potential 

bom global companies have benefited from the situation and the ‘easy’ financing has 

facilitated the globalisation process removing or levelling one of the resource 

disadvantages. Still, the company appears cautious about financing internationalisation 

with venture capitalist money. The management opts for more organic growth, which 

again may inhibit faster growth or globalisation.

AtBusiness Communications is a very interesting case when it comes to attracting 

financing. Namely, CapMan Capital Management Oy invested capital into AtBusiness 

Communications from inception when the company still had no customers. This 

investment was in fact the first for this venture capitalist in this business sector. In 

return for the capital, CapMan Oy received a chairman position in the board of 

directors. The company has also received minor financial R&D aid from the National 

Technology Agency of Finland (TEKES). Another round of venture capitalist funding
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was issued late in the 1999, of which the establishment of the German subsidiary was 

financed.

Currently, the venture capitalist owns 32 per cent of the shares of the company. 

However, the personnel owns the major share of the company and there are 14 persons 

who own a bit more than the others. Of course, the founders also have their share of the 

cake. Further, some 24 per cent of the shares are owned by private investors not 

engaged in the daily operations of the company.

The main uses for the financing have been in the order of appearance:

1) initiating operations in Finland,

2) expanding the operations domestically,

3) internationalisation and

4) R&D.

Marketing is not found an important function into which to direct large amounts of 

financing. In business-to-business marketing other, more economical, one-to-one 

marketing efforts are proven sufficient and more useful.

When it comes to financing internationalisation of services, it has been found more 

difficult than that of physical products. AtBusiness Communications found it useful also 

with regard to this issue to focus on R&D and especially product development. In 

attracting financing for services business, management needs to elaborate more the 

business idea, whereas an idea for a physical product is more concrete and clear. 

Moreover, it is likely that without this assurance to invest money into R&D and product 

development, financing could have been more strenuous to find.

The management considers different alternatives to gather further financing for the 

internationalisation process. Initial public offering is one of these facilitating acquisition 

processes and would make these straightforward as the share of the company would be 

constantly measured and the price would therefore be more easily determined. Finally, 

selling the company, other types of arrangements or even a merger are not impossible 

alternatives for the future direction of this SME.
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Managerial and Personnel Resources

The founders have background in international business and more closely in computer 

business. The current CEO Mr. Petri Salonen has previously worked for Hewlett- 

Packard and last at Silicon Graphics in Copenhagen as a marketing manager responsible 

for the marketing of assigned products in the European market. The interviewee, Mr. 

Heikki Virintie, has been employed at the international telecoms consultancy, Omnitele 

and at IBM. The rest of the operational management and the personnel are somewhat 

experienced in international business having been engaged for instance in international 

projects. The international experience, however, appears to concentrate on the European 

continent, which in part explains the quite apparent regional orientation of the 

management.

Moreover, the management is quite risk-averse, and seems realistic in its 

internationalisation efforts. This is quite obviously the reason for the non-bom global 

like behaviour of the company. The management is of the opinion that 

internationalisation is best pursued in stages and through experiential learning.

Some in-house training has taken place in the company. However, most international 

experience is naturally acquired from outside the company. In fact, a human resource 

policy since the establishment has been to hire foreign employees into the Finnish 

organisation. In Finland at the moment there are people employed from the UK, China, 

Australia and Germany to mention but a few. In the foreign subsidiaries in Russia and 

Germany, there are more local employees than Finnish. In fact, there is only one Finn 

employed in Germany.

Moreover, some earlier relationships and networks have proved useful in expanding the 

knowledge basis of the management. For instance, the CEO of the German subsidiary is 

an old acquaintance and the Russian operations were initiated with help from a native 

person employed by the company.

Factors and Challenges of Globalisation

Of the factors in the power field of internationalisation the interviewee mentioned the 

two pull factors most compelling or enticing for the company. Largeness and openness
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of the global markets were provoking pull forces to which AtBusiness Communications 

had already answered.

Time pressure presents the largest challenge for the success of the internationalisation 

process. The pace of internationalisation so far has been satisfactory, but the success is 

increasingly determined by the speed and ability to present new products to international 

market before competitors do. The life cycles of the products sold are relatively short, 

and therefore in a year’s time a company can lose its market to a competitor. 

Consequently, it is of utmost importance to build up a functioning distribution network 

in target countries. Another challenge is presented by the shortage of knowledgeable 

and educated manpower ready to travel abroad. The future challenges will be faced in 

the integration endeavours of the subsidiaries and the creation of an internationally 

unified corporate culture.

4.2.2 Nedecon Oyj 

Background

Oy Nedecon - Network Development Consulting Ltd was founded in 1994 by three 

students of Helsinki School of Economics and Business Administration: Mr. Jesse 

Jokinen, Mr. Esa Matikainen and Mr. Ville-Matti Koskinen. The business was designed 

to fill a gap in the Internet market, as the Internet technology developed drastically 

enabling its use in business. The company initiated operations with a different focus but 

provides now Internet-based solutions, which generate value added for the customers. 

The business activities consist of IT consulting services, partially or totally tailored 

Internet, Intranet, Extranet and E-commerce solutions as well as mobile solutions. The 

mission of the company is to upgrade and promote corporate customers’ business 

operations with the aid of the Internet and mobile technologies. Nedecon has already an 

experience of carrying out over 500 Internet projects to its customers. It considers TJ 

Group and Satama Interactive as its main competitors.

In 1998 Mamet Services Oy, established in 1995, was merged into the corporation. In 

the spring of 1999 Nedecon was turned into a public limited company and renamed 

Nedecon Oyj - Network Development Consulting Pic. Moreover, some acquisitions 

were carried out domestically. Nedecon acquired Oy Eightball Media Ltd Ab in July 

1999, and continued in the early 2000 with two more acquisitions of Sedecon Oy
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Service Development Consultants and Globile Oy. In addition, the group possesses 50- 

percentage share of Netcenter Group NCGR Oy, which is the 50-50 joint venture 

partner in Nedecon do Brazil.

At the end of 1999 the group employed 86 persons in Finland and abroad. There was an 

increase of 30 people since 1998. The same year the group generated a turnover of FIM 

24,0 million, an increase of over 52 per cent whereas the expected growth for the year 

2000 is some 200 per cent. (See Figure 10 for development of turnover over time.)

Born Global Characteristics

In the history of the company the year 2000 has been the most important year of 

international growth. Internationalisation strategies were made in 1998 and refined in 

1999 as the internationalisation process was initiated. Therefore, the internationalisation 

degree is not high yet nor can be measured in tens of per cents of sales. In 1999 

approximately 2 per cent of sales were international sales from Europe. The percentage 

would be higher if the sales figures of the joint venture in Brazil were incorporated into 

those of the Nedecon Group.

However, the management anticipates that the future growth of the company will be 

generated almost entirely in foreign markets. Moreover, the founders and the 

management board consist of members of the new generation of international business 

managers. They can be depicted as visionaries having a global mindset, which has been 

transferred and applied to the business idea. Only, the start of the internationalisation 

process has been delayed in order to ensure a sufficient company size and resources to 

internationalise the company. In fact, the current CEO of the company in his master’s 

thesis delved into the problematics of globalising high-tech companies.

One of the current strategic focus areas is internationalisation. The expectations for this 

year outline a share of international operations of approximately 25 per cent. In fact, 

already this year it is expected that 20 per cent of sales will be generated outside 

Europe, more specifically in Asia. In this case, the company would reach the global 

stage already in 2000.
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Figure 10. Development of Turnover of Nedecon Oyj

Estimation

Table 7. POM Pattern of Nedecon Oyj

(1. Goods) 2. Services 3. Systems 4. Know-how

O 1. NIMOs 2. DIMOs 3. NIPOs 4. DIPOs

M 1. Hot 2. Warm 3. Medium 4. Cool 5. Cold

p
1 Г 1'

Domestic
period

Soft services

0 NIPOs 
(solutions as 

cases)

DIPOs1
(Joint

Venture
production
subsidiary)

DIPOs
(own production 

subsidiary)

M Europe
(hot)

Brazil
(warm)

Asia
(medium)

South Europe 
(hot/warm)

Year 1 2 3 4 5 (1998) 6 (1999) 7 (2000) 8 (Plan)

Traditional pattern for manufacturing companies

Note! The table shows only the first year of each new international sales object introduction, operation 
mode utilisation and market entry. ‘Market entry’ is understood as the first time an outward/co-operation 
mode is used in the market/with a partner in the market.

'Explanation for the interpretation is provided under the heading ‘operation strategy’.
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In order to ensure a rapid pace of internationalisation, another key focus area of 

Nedecon is product development, meaning turning the tailor-made Intémet-based 

solutions into more concrete tools. Product development facilitates the international 

transfer of technology. This procedure enables also the provision of more efficient and 

higher-quality customer solutions. As a result of extensive investments into product 

development, the first product family was introduced in September 1999, which 

includes for instance Nedecon Wireless Server platform and Nedecon Suite SET card 

payment software.

The competitive advantage of the company is related to the expertise in advanced 

Internet and mobile technologies. In addition, the company has continuously placed 

heavy investments into R&D, currently some 15 per cent of sales. A few years ago the 

percentage was 10, and it has been growing ever since and is also expected to grow for 

some time. However, as the R&D is done in Finland and the strongly-growing foreign 

subsidiaries utilise these technologies, the percentage may also fall. Finally, being 

present in Finland, a lead market of the industry, presents a first mover advantage of a 

couple of months to half a year. As the market is continuously observed domestically, 

strategies in e.g. Latin America and Asia can be determined accordingly.

Figure 11 illustrates the development of the Internet market in the late 1990’s. In the 

mid-1990’s Internet companies developed electronic brochure-like home page solutions 

into the web environment. Since then the development has more or less pointed at more 

broad, interactive Internet and E-commerce solutions. Whereas since now, existing 

business operations have been transferred into web environment, the technological 

development and the rapid increase in the user amounts of the Internet have enabled the 

creation of totally new web-based and -operated business operations and the upgrade of 

the old ones. This area of the Internet market is called E-business, and is where 

Nedecon is headed.

Finally, operating in this Internet segment and the desired rapid internationalisation of 

the business concept as a whole call for strong technical and business expertise. In 

addition, Nedecon has been continuously seeking for new ways to improve its business 

solutions and its strategic core competencies. Unfortunately, neither innovativeness of 

service companies nor their intangible offerings (expertise) can be demonstrated as a
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concrete succession of innovative products or product families. In some cases software 

solutions and technical platforms may give some clue.

Figure 11. Development of the Internet Market

Value added

E-commerce
(1997-1998) E-business

(1999-)

Home pages 
(1995) Internet solutions 

(1996)

Investment

Source: Annual Report of Nedecon Oyj 1999, 6.

Product Strategy

Initially, Nedecon developed an ancestor of an Internet portal. The company aimed at 

gathering information about high-tech companies into a database. Soon after the task, it 

was found out that the high-tech companies were unaware about the possibilities 

brought by the Internet. Nedecon redefined its target segment to consist of the 100 

largest companies in Finland. The first services produced by Nedecon were Internet- 

supported co-called home page solutions. (See Figure 11.) However, the produced value 

added was difficult to measure and luckily the technological developments enabled a 

reconsideration of the specialisation area. Despite the global mindset and globally 

suitable market offering, Internet solutions during the next three to four years were sold 

to business-to-business customers only in Finland.

The first services sold abroad were Internet solutions, in which a service package rolled 

out in one country is duplicated in others, however taking into account all localisation 

needs. Such assignments have been carried out with e.g. Outokumpu Oyj and Schneider 

Electric Oy in 1998 and 1999. The European assignments were not considered pilots by 

any means, as negotiations with a Brazilian company about forming a joint venture had 

already been initiated in 1998.
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The selection of services is nowadays almost one-to-one in Finland and abroad. In 

Brazil, however, wireless solutions are not provided due to technology differences 

between the countries. In Asia, integration process, as well as technology transfer 

process, is still going on. The acquired Focusnet Companies operate in infrastructure 

segment, and the market offerings are accordingly somewhat different, but to be unified 

in the near future.

Production is nowadays local and the tailor-made cases are carried out in the target 

country by an own subsidiary. Technology so far has been developed in Finland, from 

where it has been transferred to the target country. Due to the required contact during 

the service production, the services produced by Nedecon can be classified as soft 

services. These services are not as tangible as the hard services and thus nearness to the 

buyers in of utmost importance. Intrinsic characteristics of soft services seem to shape 

several globalisation strategies of Nedecon, ruling out some alternatives related to e.g. 

operation strategy.

The innovativeness of the company is best realised in development of Nedecon 

Application Server (NAS) platform for e.g. easier international transfer of technology. 

The technology is either licensed or the solution is sold as a package and priced 

accordingly, but the technology is never sold separately. The solutions are always tailor- 

made, and therefore, the company does not engage in software (know-how) sales. This 

fact supports also the classification of the services as ‘soff. In case the company 

continues selling only customised services, the product pattern will comprise of only 

one factor:

1) Soft services.

As far as the joint product development is concerned, Nedecon was one of the founding 

members of Wireless Value Added Services (W-VAS) co-operation project in 

September 1999. Together with several Finnish corporations e.g. Helsingin Puhelin, 

Radiolinja, Remtec Systems and SSH Communications Nedecon aims at developing 

solutions for applying encryption and E-signature technologies in a wireless 

environment. The parties in this project are Finnish but the project will benefit Nedecon 

also internationally.

91



Another co-operation agreement was signed with Siemens Business Services (SBS) in 

February 2000. This strategic alliance is aimed at jointly producing Internet-based E- 

business solutions to large corporate clients at the first phase in Finland and later also 

internationally. Nedecon is responsible for the Internet expertise whereas Siemens 

brings its knowledge about Enterprise Resource Planning (ERP) technologies into the 

alliance. The alliance is estimated to increase the turnover of Nedecon by FIM 5 million 

in 2000 and by over FIM 10 million in 2001.

Nedecon also engages in several partnership programmes with e.g. Oracle, IBM and 

Nokia. These co-operation activities and programmes enable Nedecon to stay abreast of 

developments in its industry also internationally and to develop competitive products. 

However, the interviewee concluded that although the international co-operation in 

product development is somewhat important, it is however not the most significant 

factor in sustaining international competitiveness. The competitive advantage must still 

be controlled by the company itself.

Branding Strategy

The internationalisation is realised through acquisitions of local companies, which are 

integrated into the Nedecon Group. These companies all have their own images and 

corporate names, which will be unified throughout the world to communicate the image 

of Nedecon Group and its corporate brand. At the moment the joint venture in Brazil, 

Nedecon do Brazil, appears already a Nedecon company. In Asia, the two-to-three- 

month process is in progress. It was initiated in June 2000 through introduction of local 

marketing seminars.

For Nedecon, image management is a very important concept. The company has 

understood the importance of a consistent image in building trust for a business-to- 

business company. Therefore, Nedecon is putting a strong emphasis on building an 

association with a value of promise in its corporate name. The corporate brand is 

designed to appear the same everywhere and it is also utilised in for instance visual 

communications. Whereas the new product family utilised in the projects also carries 

the name ‘Nedecon’ and the service formulation is the same world-wide, this can be 

interpreted as a clear indication of the creation of a global corporate brand.
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What most likely has influenced the perception of the company to put emphasis on 

image management is the educational background of the founders. The three founders 

have degrees in economics and business administration and consequently are assumably 

more marketing-oriented than product-oriented.

Operation Strategy

Nedecon operated domestically from 1994 to 1997. This means that the company had a 

domestic period of 3 to 4 years. Internationalisation has been self-evident for the 

management from the company’s inception, but some time was needed to achieve a 

sufficient size for entering global markets. In 1996, the turnover was about FIM 1,5 

million, which did not allow for huge investments to be made in internationalisation if 

grown organically. As the company did not introduce its market offering from day one 

to the global market, it is not the most representative example of bom globals.

Outward operations were initiated as an adjunct for domestic operations in 1998. These 

included solution sales (NIPOs) carried out for international or multinational 

corporations. Jump into foreign markets was not psychologically large, instead these 

cases were carried out as any former case, only the client happened to be located 

abroad.

During 1998, negotiations with a Brazilian corporation called Lince were initiated. The 

parties were interested in establishing a joint venture (DIPOs) in Latin America. This 

plan was acted out in January 1999. This investment could also be referred to as a 

portfolio investment due to the indirect ownership, but as Nedecon is actively involved 

with its operations, it is considered here a joint venture. In addition, if initial public 

offering would have been issued before the formation of this joint venture, the operation 

mode and form most likely would have been 100 per cent owned subsidiary. Nedecon 

just at the time could not afford acquiring a local company on its own. Further, a reason 

for referring to a DIPOs operation mode is that Nedecon directly invested FIM 0,5 

million of FIM 2,0 million total into this venture.

Inward operations were first carried out in July 1999, as Nedecon signed an OEM 

agreement with the Swedish iD2 Technologies. The agreement enables Nedecon to 

utilise and integrate iD2 Technologies software to its own solutions. Another OEM
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agreement was made in September 1999 with GlobeSet corporation. Nedecon sells e.g. 

GlobeSet SET payments and point of sales software as a part of its solutions.

A strategic alliance was formed with Siemens Business Services in February 2000 with 

an aim at jointly producing Internet-based E-business solutions as projects to large 

corporate clients at the first phase in Finland and later also internationally. Further, in 

February-March of 2000, Nedecon acquired 100 per cent of shares of Asian Focusnet 

companies. Whereas strategic alliances are and will be utilised by Nedecon to improve 

its competitive ability, these are not the key factor in its internationalisation strategy. In 

fact, acquisitions of local companies are the key point of international expansion 

strategy of Nedecon.

The main factor influencing the decisions about the early use of DIPOs operation 

modes, is the business model. The company sells soft services, consulting and IT 

solutions, and transfers therefore the whole business concept into the target country. 

Operations are much easier to realise through establishing own subsidiaries than 

transferring or selling the concept to a VAR partner. The transfer involves not only 

technology but also image management and customer relationship management issues, 

to mention but a few. What comes to the desired 100 per cent ownership, the business is 

ever-developing and currently especially in a phase of constant change. The necessary 

changes are more easily executed and controlled in an own subsidiary. Further, Nedecon 

may also wish to eliminate possible management tactics, which could be observed if the 

local management had a financial stake in the venture. Moreover, conflicts of interests 

are also eliminated as well as possible integration problems, in case two acquired local 

companies were put together.

As a conclusion, the untraditional order of operation modes utilised by Nedecon is:

1) NIPOs, and

2) DIPOs.

The management appears to have a clear view of the internationalisation and the 

strategies utilised. Therefore, most likely these operation modes are the only ones used 

in the near future. The traditional pattern of operation modes is not applicable in this 

case.
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Finally, the order of the holistic internationalisation stages will soon be realised as:

1) Domestic stage (3-4 years),

2) Outward stage,

3) Inward stage, and

4) Co-operative stage.

The domestic stage was a relatively long period, but since the inception of the specific 

internationalisation strategy, outward, inward and co-operative stages have followed 

each other in a few months time. After reaching sufficient size, emphasis has been put 

on globalisation endeavours and, with respect to operation strategy, keeping in mind 

that the market offerings are soft services (which can not be exported) and that the 

company desires for control. (See Appendix 7 for a holistic operation pattern.)

Distribution Strategy

In Nedecon’s case the chosen business model and DIPOs operation mode affects 

crucially the distribution strategy. Since Nedecon has decided to transfer the whole 

business concept to every foreign market, production is local and thus the company does 

not engage in international distribution. Figure 12 illustrates the relation between 

Nedecon’s DIPOs operation mode and the sales channels in international markets.

Figure 12. Relation between Nedecon’s Operation Mode and Sales Channel
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Market offerings are solutions and therefore delivered in the necessary physical 

contacts. As Nedecon owns and controls the local production to 100 per cent (except in 

Brazil), it also controls its single, direct sales channels. In order to control its image, 

VAR partners are not included as an important part of Nedecon’s distribution strategy. 

Some negotiations have taken place with high-quality partner candidates. One potential 

VAR partner is Siemens Business Services.

As a conclusion, the chosen operation mode affects crucially the choice of utilising 

single, direct sales channels. Consequently, partnership advantages are not sought after 

in distribution, but what overrides is desire for control. Due to local production of 

project operations, the distribution is local as well.

Market Strategy

The logic in the expansion strategy is simply to identify the Internet markets with the 

largest potential measured by (1) fast growth and (2) development of market and its (3) 

competitive situation, which enables the creation of a strong local presence and 

competitive position. Sweden for instance is not a desirable target according this logic. 

First, the market potential is not large enough. Second, The competitive situation in 

Sweden is extremely tough. Explicitly, it has been stated that this strategy replaces the 

traditionally used strategy, which emphasises geographical proximity.

In 1999, market researches were done for Nedecon in Italy, France, China, Hong Kong 

and Singapore. According to a research completed by International Data Corporation 

(IDC) in June 1999, the Internet expansion was the fastest in Latin America in general 

and in Brazil in particular. Accordingly, Nedecon established its first subsidiary in 

Brazil (warm). Before this, some cases had been carried out in the Northern and 

Western Europe (hot). In 2000 Nedecon entered Asia (medium), more specifically 

Singapore, China, Thailand, and Hong Kong.

Hence, the order of continents entered was Europe, South America and Asia. Although 

geographically distant, most of the countries belong to the warmest clusters. (See Table 

7 for the order of market entries.) However, the order of individual countries - from 

Europe straight to Brazil, Singapore, China, Thailand and Hong Kong - is far from the 

traditional mainstream pattern. Nedecon has moved quickly to more (geographically) 

distant markets instead of learning business in the hottest countries around Finland. This
4
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is due to the management being broad-minded with respect to possible target markets 

and consequently not laterally rigid in their decision-making. The management does not 

consider Brazilian operations any more risky than Swedish, on the contrary.

Whereas Nedecon has expanded internationally according to market potential, product- 

based lead markets need not have been searched far. Finland was identified as one of the 

leading markets in the Internet technology. This situation presents an advantage in being 

able to redefine strategies in Latin America and Asia according to developments in the 

lead market a half a year before.

During 2000, the emphasis will most likely shift from identification of potential markets 

and acquisition targets into geographical expansion in the selected market areas. 

However, according to International Data Corporation the IT consulting services market 

in Europe are estimated to grow by 63 per cent per year until year 2003, and the growth 

is estimated to be faster particularly in Southern Europe. Nedecon has therefore initiated 

negotiations with potential acquisition targets also there.

Customer Strategy

In theory, the target customer segment of Nedecon comprises of the largest companies 

in all the countries of the world. The sector, however, can not be depicted as a niche 

segment. Neither does Nedecon have to search for new customer segments, since the 

demand is huge especially for E-Business solutions at present. Further, customer value 

is created by upgrading and promoting the customer’s business operations, simply by 

creating Internet-based solutions, which generate business value added for the customer. 

Customer focus is further evident in the emphasis Nedecon places on image creation 

and building of trust.

Whereas the segmentation has been done on a global basis, the countries have been 

selected on the basis of market potential. This selection tactic is a proactive way in 

taking advantage of first-mover advantages. This tactic has been useful, since niche 

segments have not been needed to be searched globally. The sector is still relatively 

young and thus, the niches are only recently been shaped. In fact, the situation presents 

an opportunity for optimisation of benefits. What explains the global customer strategy 

is again broad-minded and risk-loving attitude of the management.
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As a conclusion, customer strategy influences but can not be said to dictate market 

strategy. However, market strategy is driven by market opportunities instead of business 

distance, and the customer segmentation has been done on a global basis before 

selecting the countries. The market strategy is thus driven by the customer strategy. If 

Nedecon would have enough resources to satisfy the demand from its global segment in 

theory, the markets would not have to be selected so carefully. Now, only the most 

potential countries are targeted due to limited resources.

Financial Resources

The one and most important source for financial resources has been the initial public 

offering in May 1999. Through this issue the company gathered FIM 8,8 million. 

Currently, the board of director and CEO jointly own 73,0 per cent of the company 

shares and the rest of the shares are traded in the Helsinki Stock Exchange. In addition, 

a private placement was made for Menire Oy quite recently, in which Menire acquired 

some 10 per cent of Nedecon shares for FIM 17 million.

An initial public offering was beneficial for Nedecon for three reasons. First, the 

company share got a value, which facilitates the expansion through acquisitions and 

employee motivation. The second reason was the image boost for the company with 

respect to customers, potential employees and acquisition targets. Finally, Nedecon got 

needed financial resources to realise its strategies. The main uses of resources has 

remained unchanged since then and are currently in the order of importance:

1) Internationalisation (through acquisitions) and

2) Product development (i.e. modulisation of services).

Before the initial public offering, internationalisation was financed with own cash flow, 

which did not allow for larger investments. International marketing of a business-to- 

business company does not demand a lot of resources, whereas creating an international 

company network, finding acquisition targets and integrating the acquired companies 

into the group do. Further, the chosen globalisation strategy - through acquisitions) is a 

very resource consuming one and it is logical that it swallows a considerable amount of 

money in exchange for larger stake and control in foreign affairs.
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The IT sector was in 2000 a very desirable target for investments. Consequently, year 

2000 saw a boom in initial public offerings made by IT companies. Nedecon was an 

early bird, which caught the bird with respect to enhancing image and creation of 

awareness being one of the first companies in its sector to make an initial public 

offering. However, cash flows could have been larger if the offering would have been 

made a little later. As a service (consulting) company, Nedecon still has to impress its 

potential financiers. According to the interviewee, a service producer must be prepared 

to elaborate its business idea more than a manufacturer.

Managerial and Personnel Resources

The management team is at large the same as the board of directors. Almost all of these 

people have educational background in Economics and Business Administration. In 

addition, two managers have a university degree in Engineering and the other of these 

two has also a doctorate degree in Economics and Business Administration. Thus, the 

management is highly educated, whereas they may lack in international business 

experience. However, extensive business experience is substituted with important 

global mindset and global visions.

The management has travelled a lot both in business and pleasure and some have 

worked abroad. They have gathered inter-cultural experience from all continents and 

from 40 to 50 countries. They belong to the new generation of people, which spent a 

year as an exchange student, and which considers the world as a one homogeneous 

marketplace. In addition, this generation meets new cultures without prejudices and to 

them the concept of lateral rigidity in decision-making is unheard of. The broad-minded 

managers do not consider Brazilian operations any more risky than Swedish ones, on 

the contrary. These qualities enable the management to engage in global strategies and 

operations without an extensive background from several international companies.

The average age of employees is currently 29 years. In order to bring in more 

experience, in human resource management the trend points towards employing more 

experienced personnel. Business experience is in fact desirable due to time pressures, 

since more experienced people have learned how to cope with different situations and 

are able to make quick decisions based on experience. Neither new nor old employees 

can be extensively trained in-house. Rather, they learn by doing and through examples.
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Factors and Challenges of Globalisation

The utmost important challenge for Nedecon is time. Time here is related to quick entry 

into selected geographical markets and development there into a strong player and 

competitor. In addition, the international transfer of the whole business concept requires 

quite an amount of financial and management resources, the lack of which slows down 

the process of internationalisation. However, these resources were not considered as 

crucial a resource as time. Further, the management team is in a key position in 

duplicating the expertise and knowledge of the business, i.e. the market offering and 

educating employees, but logically also the management team’s time is limited. This 

also represses the pace of this process.

The view on the most important push and pull factors in the power field of 

internationalisation is in line with the desire to take advantage of market opportunities. 

Of all the factors largeness of the global markets was identified as the most important. 

Finland’s peripheral location had explicitly no significance to the internationalisation of 

the company. This further indicates the truly global vision that the management has.

Nedecon relies on its ability to internationalise primarily on its own. The strategy is to 

expand alone through acquisitions. However, the management has an open mind 

towards possible alliances or mergers in the future. The factor that has enabled a service 

provider to internationalise alone is product development and the actual 

conceptualisation of the business logic and idea. Technology transfer is easier through 

ready platforms and products. Another facilitator has been the initial public offering and 

the resources crucial for a global service provider realised through it.

4.2.3 MatchON Sports Oy 

Background

MatchON Sports Oy provides live digital sports coverage and interactive entertainment 

with focus on football and motor sports to a global audience. These consumer services 

are provided over the Internet and through wireless networks to standard mobile and the 

new Wireless Application Protocol (WAP) phones and to personal digital assistants 

(PDAs). Mr. Jukka Rönkä and Mr. Jari Kupila, who both have a journalist background 

and are former employees of Veikkaus Magazine, founded the company in October

1999.
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The business idea and concept had already been formulated in the minds of the two 

gentlemen in the early 1990’s, after investigating the possibilities of Internet-like 

technologies. The concept was thus clear before the market or the technology was ready 

for it. The early 1999, timing was found perfect and consequently the idea and unique 

concept were turned into a unique business model and a revenue logic was formulated. 

For the moment, the company is creating a new segment in the market of betting 

services - a segment of real time, interactive sports action betting.

By May 2000, the company has evolved from a start-up into an organisation employing 

120 people, of which 75 works full-time, in Finland and the UK. In fact, this expansion 

was done in only three weeks. In the year 2000, the turnover will be counted in several 

tens of million of marks. The estimated turnover in 2001 is FIM 170 million and in 

2002 FIM 390 million. (See Figure 13 for the estimated development of turnover.)

Born Global Characteristics

Although the international sales have not been initiated on a full scale yet, the company 

can be depicted as a true bom global company for several reasons. First, its most 

important (home) market is not Finland, but the UK. Actually, Finland is considered 

only a marginal market in its strategy and no marketing efforts will ever be executed in 

Finland. Second, in late May 2000 the headquarters of MatchON Sports were relocated 

into the UK. After the change, there is then the parent company MatchON Sports Pic., 

which then has two subsidiaries MatchON Sports Oy in Finland and MatchON Sports 

Ltd. in the UK. The company hence became English. This change is due to juridical 

reasons, concerning lottery, betting and taxation. The Finnish monopoly legislation 

concerning lottery prohibits other companies than Veikkaus from marketing and 

executing betting operations.
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Figure 13. Estimated Development of Turnover for MatchON Oy
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Table 8. POM Pattern of MatchON Sports Oy

p (1. Goods) 2. Services 3. Systems 4. Know-how

0 1. NIMOs 2. DIMOs 3. NIPOs 4. DIPOs

M 1. Hot 2. Warm 3. Medium 4. Cool 5. Cold

p Hard services

0 NIMOs 
(own export)

DIMOs
(sales and marketing subsidiary) 

DIPOs
(production subsidiary)

NIPOs
(franchising)

M Europe,
mainly the UK (hot)

Japan (hot) and 
rest of Asia (medium)

Year 1 (1999* 1) 2(2000) 3 (Plan for year 2001—»)

>

Traditional pattern for manufacturing companies

Note! The table shows only the first year of each new international sales object introduction, operation 
mode utilisation and market entry. “Market entry” is understood as the first time an outward/co-operation 
mode is used in the market/with a partner in the market.

1 The company was established in October 1999. The first full year of operations will be the year 2000.

102



In 2001, Europe is estimated to account for approximately 70, other continents 30 per 

cent of sales, where as the shares in 2002 are estimated to be divided fifty-fifty. 

However, Europe in general and the UK in particular are important markets and thus the 

dominance of other continents depends on the speed of technological change and 

development in the Asian countries particularly.

In the Internet there are two kinds of games, sports related and casino games. 

Traditionally, betting over the Internet is targeted only to approximately 4 per cent of 

population. However, MatchON intents to change this by creating a totally new segment 

in the betting sector. This is the sector of real time action betting. The betting object 

may for instance be whether Mika Häkkinen succeeds in passing Michael Schumacher 

in the present Formula 1 race or not. The bets are placed over the Internet and prizes are 

paid accordingly through the wireless networks.

This main market offering will be introduced globally in January 2001. What makes it 

global, is the fact that once it is distributed over the Internet and through the wireless 

networks theoretically anyone anywhere in the world can use and buy the services, what 

is needed is the device. The service at the moment is unique, but is not likely to remain 

so very long, since the segment has a very high potential. It is predicted that by the year 

2002 some 500 to 600 million people will use WAP mobile phones every day. The 

technology is also unique for the time being, since it has been developed only for 

MatchON with the help from its technology partners. This provides the company a first- 

mover advantage. However, the proprietary means to secure the technology and the 

business idea or concept are non-existent or at least few and provide the owner a poor 

protection.

Whereas the traditional betting services are based on information, which is in the public 

domain, MatchON has begun to change the situation. The competitive advantage is 

based on the ‘protection’ formed by owning the rights to use the technology on site, i.e. 

having exclusively the rights to bring the technical devices into the sports event. 

Consequently, MatchON would be the only company in the world to provide the betting 

services related to the particular sports for some amount of years years. For instance, 

MatchOn has quite recently bought the world-wide exclusive rights for five years to 

provide betting services related to the Rally World Championship Series. This
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agreement provides shield against competitors and sustains the competitive advantage, 

since MatchON is the only company providing rally spectators with these services.

Finally, the new betting service of MatchON is interesting in many ways. It is an 

innovative mixture of the logics of different games and betting objects. It combines the 

ready presence of people (potential service users) in the sports event, trustworthy 

betting objects and continuous real time betting activity. In addition, sports related 

betting is by far the most popular betting sector in the world. However, MatchON will 

not give up its innovativeness in the future. R&D expenditure is constantly growing in 

amount, but has decreased in per cents. Currently, the company invests 12 to 15 per cent 

of sales to research and development and new concepts are developed continuously. 

These may include non-sports related services, for instance services related to popular 

television contests or Miss World pageants.

Product Strategy

The product strategy of MatchON comprises of four pillars. The four different service 

categories provided are (1) unique editorial content, (2) unique database, (3) live follow

up of e.g. Premier League matches and (4) unique live action betting. First service 

provided to consumers internationally as well as domestically was a dot.com, football 

news and information web site with over 500,000 links to statistics and information 

updated every day. The site was created and launched in a hundred days time, which 

was an achievement for the company in itself. The Unique Selling Point (UPS) in the 

sites is the ability to provide real time animation of every Premiership game, one of the 

pillars of the product strategy. The site is naturally free-of-charge, and the income is 

realised through the sales of advertisement space on the site.

The second market offering was editorial content provided for business-to-business 

customers and distributed over the Internet portals, such as ‘Msn.fi’ or the mobile portal 

Tobox’. In-house and freelancer top journalists and regular columnists produce content 

for MatchON. These content sales were executed only for testing purposes. Neither of 

the services mentioned is the main market offering, i.e. live action betting, of which 

free-of-charge games will be introduced to the audience during the Autumn 2000 and 

at-charge games finally in January 2001. Due to the standard nature of the services they
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are categorised as hard services. As the services are in an electronic form, they are 

globally tradable.

Considering the time span as well as company growth and development, R&D co

operation in technology development is crucially important to MatchON. The most 

important domestic but internationally important has been Valtion Teknillinen 

Tutkimuskeskus (VTT), Technical Research Centre of Finland, which has received 

payment for their services. Considering this fact, VTT should not be referred to as a 

partner, but since the payment has been almost nominal, it can be considered a 

technology partner more than a mere sub-contractor. However, VTT can utilise and sell 

the developed technology in some other form to some other organisation. MatchON has 

also engaged in R&D co-operation with the American PDA technology leader Palm 

Computing, with Nokia and some minor players in the field of new media.

The co-operation in R&D is based on win-win situation between the partners in the 

field. As new services are being developed and introduced to wireless devices for 

instance, the sales of these devices is likely to increase. In addition, as new devices are 

being developed, new, innovative services can be developed as well. In business sense, 

considering the returns from operations and the value chain of the service, having 

partners is not more profitable. However, with respect to technology development the 

relationship is worth while. Actually, co-operation helps sustaining the competitive 

advantage necessary for such a small, global company.

With respect to co-operation, the company has a three-fold strategy. First, there are core 

business areas, in which MatchON wants to sustain its independence. Then there are 

some areas, in which co-operation can benefit the company, and some areas in which 

MatchON should have, and it in general wise to have partners. Finally, there are crucial 

sectors and technologies, which MatchON could not have developed itself. One is the 

technical platform developed by VTT. Such a clear strategy has been developed by the 

founders already before the establishment of the company and it enables a clear 

allocation of resources.

As a conclusion, the product strategy of MatchON relies on the international sales of 

unique, innovative global (hard) services. Product, system or know-how sales are not 

planned to be initiated.
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Branding Strategy

The branding strategy of MatchON is still not finalised nor in use yet. The final strategy 

will depend on the agreements made with the owners of sports event rights. There are 

however two options. MatchON will either (1) create an own, global corporate brand, or 

(2) utilise the existing brands, and consequently engage in co-operative branding. The 

latter alternative is more appealing to the company in the first phase. The brands utilised 

would naturally be ‘Formula F, ‘Rally World Championship Series’ or the ‘English 

Premier League’. These names would be utilised, not necessarily in marketing, but to 

ensure user entry into the sites of live action betting services. In practise, a consumer 

enters game or betting sites from the site of e.g. Formula 1. The user would not 

necessarily even know that he or she is using a MatchON service, only somewhere on 

the site it would say “This service is provided to you by MatchON.com.” However, 

since the service has not been produced according to instructions of the brand owners or 

has been ordered by them, this is not a case of private or OEM branding.

In the future, an own, global corporate brand will be created for the company. However, 

in the first phase large-scale investments into marketing are not done. The company has 

taken advantage of its founders’ personal connections among editors, reporters and 

journalists in Finland and the UK. This soft launch, which necessarily has not provided 

a truthful picture of the company’s market offerings, has been sought after in order to 

build awareness among the potential partners and the rights owners. Through awareness 

it has been easier to sell the business idea to them. The future customers have also 

become aware of MatchON.com, which is desirable when the actual market offerings 

are introduced and in use. Further, the company does not want to warn or tip off the 

competitors about what they are doing. In addition, MatchON has been able to conserve 

resources by directing financing into other core areas.

Even though MatchON could take advantage of co-operative branding, creating 

visibility for its corporate brand is important. It would not be wise to rely on a possibly 

non-sustainable advantage such as sport event right of ‘Rally World Championship 

Series’. The exclusive rights have been sold only for five years. After five years the 

price for the rights is likely to considerably higher.
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In marketing, MatchON will make use of celebrities, i.e. famous people, sports heroes, 

coaches and trainers, trendsetters and opinion leaders. The aim is to build trust in the 

services, which has been found crucial in the researches concerning the betting industry. 

Through the use of celebrities the services will become more tangible and the familiar 

faces and opinion leaders will create positive associations with the MatchON.com 

services.

Operation Strategy

During the last months of the year 1999 until March 2000, the company engaged merely 

only in technological development and the preparation of the dot.com site. The 

technology development centre is in fact located in Finland and the corporate 

management as well is present there. The domestic period was practically non-existent, 

since inward operations were initiated in early 2000, through the import of raw 

materials, services and proprietary rights. The proprietary rights include the sports event 

rights, the attainment of which is crucial to the success of the business. The first 

services were produced in Finland, but the main market offering will not. As already 

mentioned, the main market offering was prepared for other markets than Finland and 

the company was guided by a strategic intent to globalise. (See Appendix 7 for holistic 

operation pattern.)

As far as the outward operations are concerned, the first operation mode utilised was 

own exports (NIMOs). Although free-of-charge, dot.com services, including news, 

information and statistics were provided internationally since March 25th 2000. A sales 

and marketing subsidiary (DIMOs) was established in London, UK also during the early

2000. The production of betting services takes place in the UK. This will start already in 

2000, thus the sales and marketing subsidiary will turn into a production subsidiary 

(DIPOs) in 2000. (See Table 8.)

In practise, the ‘production’ of betting services is hard to locate physically. The 

information about the betting objects is produced at the scene of event that changes all 

the time, in case of football this is however in the UK. Although not all races and games 

take place in the UK, the new headquarters and the former subsidiary are the location of 

the global service accessed over the Internet and through wireless networks.
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In the second phase, as explained by the interviewee Mr. Rönkä, Chief Strategy Officer, 

the whole concept will be introduced as a sales object, and the company will start 

attracting franchisees (NIPOs). However, the franchising operations will not be initiated 

in the near future.

Engaging in R&D co-operation with Palm Computing, a PDA developer and producer, 

MatchON entered the co-operative stage already in 2000, only a few months after the 

company’s establishment. International co-operation modes have not, however, been 

used extensively yet. The company has more resorted to sub-contracting and import of 

technical parts. Most likely, at least during 2001 MatchON will also engage in 

international marketing and more specifically branding co-operation. Some distribution 

co-operation has taken place, but the partners have not been foreign companies, but 

Finnish, international companies. Still, the main rule at MatchON is to control all the 

core areas and accordingly to internationalise independently as far as possible.

The factor that most importantly affected the decisions about the use of different 

operation modes is the well-formulated business model. The distribution of services (the 

Internet and wireless networks) dictates the operation modes utilised in distributing the 

service i.e. direct export. In addition, operations are basically impossible to be directed 

from Finland, mainly due to legislation. Essentially, the connections, customers and 

virtually everything else needed, except technological development, are located in the 

UK. Thus, early presence in that customer-based lead market is natural.

Co-operation has been a conscious decision, which is evident from the three-fold 

strategy formulated for the use of co-operation. The company compensates for the less 

than sufficient resources it has and directs them into more crucial areas.

As a conclusion, the order of operation modes utilised will be:

1) NIMOs and DIMOs simultaneously,

2) DIPOsand

3) NIPOs (will be introduced in the future).

The time between the introductions of the first three modes has been only a few months, 

neither is the order traditional. However, there is a certain development from a less to 

more involving operation modes, but this has hardly much significance, since the pace
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of introductions has been very fast. What has influenced the fast pace of operation mode 

introduction is the fear of imitation and loss of first-mover advantage. Moreover, the 

production had to be located abroad, since Finnish operations are useful only for 

technology development purposes.

Finally, the order of the holistic stages of internationalisation is:

1) Domestic stage (virtually non-existent),

2) Inward, outward and co-operative stages almost simultaneously.

The company was established in Finland since the native businessmen were taking 

advantage of production-based lead market advantages. As the company was literally 

‘bom global’, it leapfrogged through all the stages of holistic pattem of 

internationalisation into the co-operation stage in order to compensate for their 

insufficient resources (R&D co-operation) and to ensure visibility of their main market 

offering (branding co-operation).

Distribution Strategy

In the distribution strategy of MatchON, there are two distribution channels (1) the 

Internet (direct) and (2) a teleoperator (indirect), which together constitute a multiple 

(dual) sales channel. The channels are electronic and non-physical and the global 

service is located in the UK. In Figure 14, in order not to complicate the description of 

the strategy, the production is assumed to take place in another country than the service 

consumption. Thus, the figure illustrates the channels of distribution and their link to 

marketing operation modes currently in other countries except the UK.

In case of the UK the export mode does not hold true, since the country is the location 

of the service. Otherwise (i.e. in all other countries globally), the distribution is 

organised through a dual channel. In a figure illustrating the distribution in the UK, the 

marketing subsidiary would appear in between the parent company and the Internet and 

teleoperators. The marketing subsidiary does not take a role in the service delivery, but 

does contribute to the relationships with the channel middlemen, e.g. teleoperators. 

However, the relation of own export mode to direct channel and direct export mode to 

indirect channel is logical. Although a teleoperator is in-between the company and a 

customer, MatchON still sees the channel as ‘a direct one’. The company wants to keep
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the unique concept to itself and control the channel, the risk management, payments 

traffic and the means to secure it to mention but a few. Actually, a teleoperator is ‘a 

necessary evil’ in getting the service to the wireless networks.

The main factor directing the distribution strategy of the company is that for real time 

action betting services an electronic, direct channel such as the Internet is a prerequisite. 

In fact, the chosen sales channel, the Internet and wireless networks, determines the 

operation mode used (own/direct exports).

Figure 14. Relation between MatchON Sports’ Marketing Operation Modes and 
Sales Channels

MatchON Sports

Direct
export
mode

Own
export
mode OPERATION

MODE
National Border

Indirect
sales
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SALES
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INTERNET
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(WIRELESS NETWORKS)
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In case of content sales, the distribution is handled by the Internet or mobile portals. 

However, these non-physical distributors are not the main channels for the main market 

offering and therefore not considered in the model. According to the preliminary plans, 

the market entry into Japan is going to be carried out through establishment of a 

marketing subsidiary or done by a franchisee (NIPOs). In any case, some local 

adaptation is going to be made to the concept by the Japanese. In the future, distribution 

strategy is likely to be changed also worldwide with the introduction franchising 

operation mode. Franchising is in fact one of the main distribution channels of services
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mentioned in the traditional service marketing literature. (See e.g. Zeithaml and Bitner 

1996.)

In conclusion, MatchON established its global distribution through a multiple, dual 

channel from the outset, and is not likely to change it in the near future. On one hand, 

distribution strategy is totally dependent on the own export operation mode. On the 

other hand, exports of services would be more difficult to organise without electronic 

distribution media such as the Internet.

Market Strategy

The home market for MatchON services and operations is the UK (hot). Although 

Finland is a lead market in technology, the UK is that in the amount of sports 

enthusiasts and in betting culture, i.e. a customer-driven lead market. In other words, 

Finland is the source of the business idea, concept and technology, whereas the UK is 

where the real action is. There is the only globally followed football league, and the 

owners of the sports event rights. Another reason for relocating the business in the UK 

is the betting legislation. In Europe, only in the UK, Austria and the Canal Islands it is 

allowed to advertise betting and lottery, since these countries do not have lottery 

monopolies. Finnish customers will not be targeted, although they have the same 

opportunities to engage in betting. Finland thus remains a marginal market due to this 

legislation. Despite of European opportunities, Asia (medium) will be penetrated during

2001. The first country to be entered is Japan (hot), from where the escalation will take 

place later.

Since the service is available, distributed and sold in theory all over the world over the 

Internet and through the wireless networks, the market strategy here is related to the 

marketing strategy. Marketing efforts will be made in countries where it is possible, and 

where betting is a popular means of entertainment. In other words, markets entered in 

this case are those in which marketing campaigns have been initiated and most 

importantly to which the services are targeted. In Europe, it is likely that the only 

country entered with a subsidiary is the UK.

Markets are selected based in the first place on customers (sports enthusiasts) and 

secondly the selection is refined to areas of intensive betting with non-restrictive local 

legislation. Thus, the market selection is not based on business distance (although may
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follow the mainstream pattern), neither solely based on customer-driven lead markets 

nor market opportunities. The final selection relies mainly on local legislative 

environment. One additional reason reducing the importance of business distance is the 

international experiential knowledge and personal connections of the management in the 

UK.

Although the markets into which the penetration has been executed/designed are 

geographically relatively far from Finland, these countries belong to the hottest cluster 

measured in business distance defined by Luostarinen (1979). Further, the market 

pattern appears to follow the mainstream one, but still it should be noted that the 

countries mentioned here are the ones where the subsidiaries have been or will be 

established. However, the services of MatchON can be bought in other countries as 

well. Therefore, it can be concluded that considering the foreign direct investments the 

company makes, hot countries are prioritised. Naturally, establishing operations in hot 

countries makes it easier to do business also on the operational level.

Finally, it is obvious that the time pressure brakes the lateral rigidity in decision

making. Further, the first-mover advantages are sought after by entering several 

continents in a short period of time after the company’s establishment. Bom globals 

must simply act fast in order to deal with the fear of imitation.

Customer Strategy

The customer segment at which the services are targeted includes sports fans interested 

in motor sports and football, which in addition are interested in betting. The 

segmentation has been done on a global basis, and the target countries, i.e. into which 

marketing efforts are placed, are selected based on betting environment and legislation. 

Thus, multiple segmentation criteria have been used to refine the customers targeted 

with the market offering.

Although customer strategy and customer-driven lead market are not the only 

determinant of market selection, business distance definitely is not one. Therefore, the 

customer strategy of MatchON can be said to drive the market strategy. Further, 

development of new service concepts is likely to create new customer segments, which 

in turn explicitly were said to affect the geographical emphasis of the company’s sales.
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These new kinds of services create a new segment in the betting industry, the segment 

of real time sports action betting. However, the amount of people that constitutes the 

segment is huge, therefore, it is not applicable to talk about niche services. Since 

MatchON provides its customers with entertainment, value creation by using the service 

itself can not be measured in concrete improvements or in figures. In addition, the 

service is not a necessity item but kind of a ‘luxury service’. However, betting as well as 

sports are surrounded with a lot of passion, therefore customer value is definitely 

created. Further, betting is made easy by simple access to the service and by simple 

payback methods over the Internet and through the wireless networks.

Financial Resources

MatchON has received financing since inception from venture capitalists CapMan 

Capital Management Oy and Aura Capital. In addition, the National Technology 

Agency of Finland (TEKES) has financed some of the research and development, 

Finnvera17 has granted a loan and devices have been financed through Merita Financing, 

a finance company. Still, the main source of financing has been the venture capitalists. 

Service companies do not usually receive funding from public sources, but in case the 

funding goes to technology development it may be available.

The first financing round in the late 1999 brought MatchON FIM 15 million. In this 

occasion, the company was evaluated to be worth FIM 45 million, although the 

evaluation was made based on business plan only. Another round, worth FIM 15 

million, was invested in MatchON in April 2000. With FIM 15 million in 1999 the 

venture capitalists got 30 per cent of the company shares.

The unique concept and the business idea were found to have a huge potential for the 

financiers as well. The revenue logic of MatchON is clear and simple and Finnish 

financiers in general have faith in technology development projects carried out by VTT. 

Further, financing round was issued exactly the right time. Venture capitalists were 

searching for good and sound IT start-ups as investment targets.

Venture capitalists are estimated to be needed for a year. Some FIM 80 million will be 

collected from the two current and one new Finnish venture capitalist company, the new

17 In 1999 Kera Corporation, a state owned company which provides risk financing, i.e. loans and 
guarantees for Finnish SMEs, was merged with Finnvera.
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being Nexit Ventures. The rest of the money comes from abroad. Beginning January 

2001, in best case own cash flows can be utilised. The optimal source for financing in 

the next phase is initial public offering, which would be issued in the UK instead of 

Finland.

Sufficient financing in the establishment phase has indeed enabled the company to 

globalise. Personal connections of the management and the board of directors have been 

a facilitating factor in attracting financing. Another is the investment boom in the IT 

sector. Currently, it is easier for MatchON to find additional financing, since the 

company has already demonstrated execution power.

The uses of financing have not had enough time to change much. Initially, financing 

was directed to mundane things, such as salaries and the building of organisation. 

However, the main uses of financing will develop in the order of:

1) R&D, and

2) Intemational/global marketing.

Due to the initial soft launch related to marketing, the company would later have larger 

amounts of resources in form of cash flows to invest in marketing. Then it is not 

evaluated how much money the company possesses to invest, but how much is feasible. 

The relation between possible marketing investments is FIM 20 to 40 million to FIM 

200 to 400 million in a few years time. In a consumer services business creating 

awareness in general and advertising and promotion in particular demand a lot of 

resources, thus the current soft launch strategy appears suitable and logical here.

The company has already received offers from abroad to purchase the operations. 

Nevertheless, selling the company is not a favourable alternative for the moment. 

Instead of fighting against huge, hostile foreign competitors, the management and 

owners are prepared to sell the company in the future to a larger media house. In a 

Finnish perspective the company is assumed to grow and become quite a significant 

player, but compared to for instance North American companies, MatchON Sports is a 

very small company operating in the field of larger entities. Nevertheless for the 

moment, MatchON tries to internationalise on its own and to internalise all core areas. 

According to the best scenario, it will become a large player in a global perspective
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itself. However, it is a matter of months rather than years when the established players 

notice the potential in this sector.

Managerial and Personnel Resources

The five-person management team has an extensive background in international 

business and in IT. The CEO, who has a higher university degree in Engineering, has an 

outstanding record in international high-tech start-ups. For instance, he has been 

engaged in establishing Solid Technologies, another bom global company, and has also 

been the CEO of Sonera Intellitel Communications Ltd. The Chief Technology Officer 

is also a Master of Science in Engineering and has acquired experience by working in 

the Silicon Valley in the United States in a large Web project. In addition, he has 

experience in start-ups, as he is the founder of SiteDesigner Technologies Inc., a 

Finland-based high-tech software development company.

The Financial Director was recruited from Silicon Graphics, from Switzerland. She is 

also known for being a world-class FIFA acknowledged referee in football. The Chief 

Strategy Officer has lived and worked in the UK for four years. During that time has 

acquired crucial personal contacts and experience in English football culture. Both he 

and the Editor-in-Chief have a journalist background.

The two founders formed the management team from the scratch by recruiting people 

with extensive background in their own special area of business, corporate management 

and technology. In addition, all headhunted managers had an extensive international 

background. In addition, the Chairman of the Board is a well-known IT and start-up 

expert in Finland, and has been actively involved in the establishment of MatchON 

Sports from inception. The founders and all the other management team members are 

visionaries characterised with incredible risk-taking ability, global mindset, and ability 

to formulate unique concepts. In addition, personal relationships and connections have 

been crucial help in attracting finance and in getting to talk to important people and 

partners. Such an experience reduces lateral rigidity, but the most important reason for 

the diminished lateral rigidity is the time pressure.

Due to time constraints, the company plans not to engage in in-house training, but has 

set the recruitment objectives so that the employees are capable in working in an 

international ground. In addition, MatchON has been successful in recruiting people
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with former personal and working relationships in Europe for instance. These include 

journalists and Editors-in-Chiefs of known newspapers and magazines.

Factors and Challenges of Globalisation

Contradictory to many other proactively internationalising Finnish companies, 

MatchON has been 1pushed’ to the international markets and to the UK by the 

restrictive Finnish legislation. In addition, openness of global markets was seen as the 

other main force for the internationalisation process. However, without the push effect, 

MatchON would be international due to market opportunities abroad.

The pace of internationalisation process has been almost too fast for the company. In an 

ideal world, the process would be a bit slower enabling closer evaluation of different 

options and strategies available. On the other hand, fast growth is the only alternative 

for the moment. The internationalisation strategy was depicted as being ‘American 

style’. It has not been wasted time upon pondering which strategy would be the cheapest 

or wisest. If this would be done, the available markets and opportunities would not exist 

there for MatchON anymore. With the unique concept, technology and sports event 

rights MatchON should be able to make it to the global arena. However, there is only 

approximately a year time to do it before competitors will notice MatchON’s intentions. 

Fast introduction of the service to the global customer base is the largest challenge for 

the moment.

Time is the scarcest resource for MatchON. Another challenge for a company with such 

a pace of internationalisation is growth management. Errors for instance in recruitment 

will and are allowed to be made. Most important thing is that decisions are done quickly 

and rationally. What has made possible the globalisation of services in this case is the 

global distribution and sales channels: the Internet and wireless networks. These can be 

said to be not only the facilitators of the globalisation but the actual enablers and 

prerequisites for the process. Finally, Nokia was mentioned as a facilitator of 

internationalisation of a company with IT related operations. No longer Finnish business 

men have to be embarrassed to be from Finland. Finnish technology in general and IT 

technology in particular are second to none in the world and all Finnish IT companies 

benefit from the positive image of Nokia in this respect.
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4.2.4 RIOT Entertainment

Background

RIOT Entertainment is a wireless entertainment developer and publishing company. 

The company publicly states its mission being ‘to create global riots, to be the fire 

starter and groundbreaker in revolutionary entertainment’. More understandably, this 

company develops leisure services and games for mobile device users, and delivers 

them via Wireless Application Protocol (WAP) and Short Messaging Services (SMS) 

technology. RIOT-E simply takes advantage of the enthusiasm that surrounds for 

instance a cinema release of major motion pictures, and offers a mobile phone game 

version of these films. RIOT-E is the pioneering wireless entertainment publisher in the 

world to offer its consumer services globally. This promise is not only lip service, as the 

corporations behind this start-up are Nokia Ventures, News Corporation and Softbank. 

The company itself prefers it being associated to the media and entertainment industry 

instead of the IT sector.

The company was founded in February 2000 through a merger. Two, Finnish new 

media companies, Takomo Bros and IntelliGame joined together in operationalising the 

new business idea. Takomo Bros was specialised in content production whereas 

IntelliGame brought in its experience and expertise in production. The amount of 

employees has increased from 6 in February 2000 to 42 in May 2000. By the end of the 

year 2000, the expected amount is approximately 80.

Born Global Characteristics

Due to a very young age, it is not possible to measure the exact internationalisation 

degree of RIOT-E. However, the global strategic intent is extremely strong. First, it is 

expected that the company will generate over 90 per cent of its turnover abroad during 

the first year already. Second, the company aims at entering all its main market areas, 

20 countries, within the first year of operations. These companies in the first place are 

located outside Europe. Third, the first market offering ever has been introduced in 

Singapore instead of Finland. Finland is considered a leading market in technology and 

demanding customers, where it is suitable to carry out testing. Fourth, the headquarters 

are soon to be relocated into Western Europe. Finally, financing is directed mostly from 

abroad. Hence, RIOT-E is truly a bom global service company.
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The company was founded at the time when the wireless device was transforming from 

a mobile phone into a wireless media terminal. Mobile phone could also in this respect 

be referred to as a ‘remote control device of your life’, as the role of a mobile phone in a 

man’s life has become more much important. The newly merged company already 

employed experts in the areas of media and entertainment, movie and TV producers, 

journalists and editors, who saw these opportunities in wireless entertainment. They 

were convinced that they could develop and produce better content and services than the 

engineers, which currently are responsible for both the technology and the content in 

this industry. In the entertainment industry, there are directors and producers, which can 

not yet be found in the mobile and wireless sector. These people saw the market gap and 

decided to be the first and to become the best. They already are experienced in human 

being - know what it desires and what makes it cry. The success in this business is all 

about emotions and passions, not so much about technology.

Direct competitors to these unique, high-end services can not be found in Finland and 

the company is the first in the world to make deals with large media houses globally. In 

addition to top-notch technology, RIOT-E has high-quality writers, who develop 

concepts that are emotionally strong. These services are not just waist of time, people 

are assumed to become addicted to them. What makes them enticing and unique is high- 

quality branding. Branding strategy ensures that the services are the ‘Rolls Royce of 

wireless entertainment’.

Product Strategy

The main market offerings are games and leisure services, to be used globally in any 

mobile device, in most cases a mobile phone. RIOT-E has several product lines, of 

which the first one to be introduced are games targeted at ‘the hard gamers’, the fore 

runners of the Internet and mobile users. Later, the company will also introduce services 

targeted at ‘the mainstream users’.

The product lines are (1) movie-branded games, (2) cross-functional massive multi-user 

games, (3) communication entertainment and (4) classic dice and card games. What is 

common to all these concepts, is that they make use of the opportunities provided by the 

communication medium, the wireless device. Very soon the Japanese and Americans 

can play a challenge game against each other in real time wirelessly. However, it is not
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clear what kind of concepts people like and which services they use. Therefore, it is 

important that initially new services are introduced continuously to pick out ‘the hits’ 

among the others. (See Table 9 for product pattern.) Since each market offering is 

standard by nature, the services produced can be categorised as hard services.

Table 9. POM Pattern of RIOT Entertainment

p (1. Goods) 2. Services 3. Systems 4. Know-how

0 1. NIMOs 2. DIMOs 3. NIPOs 4. DIPOs

M 1. Hot 2. Warm 3. Medium 4. Cool 5. Cold

p Hard services

0 DIMOs, NIMOs, DIPOs.

M Asia (medium),
Europe (hot),

North America (hot)

Australia (hot),
South America (warm)

Year 1 (2000) 2 (Plan for year 2001-*)

>

Traditional pattern for manufacturing companies

Note! The table shows only the first year of each new international sales object introduction, operation 
mode utilisation and market entry. “Market entry” is understood as the first time an outward/co-operation 
mode is used in the market/with a partner in the market.

The services are interesting also, since there was no technical platform upon which to 

build or distribute them globally. RIOT-E developed the technical solutions as a kind of 

a side product. Initially, there is not enough time to educate some other company to act 

for RIOT-E’s purposes. Thus, coding work is carried out in-house. Later, the company 

will concentrate on and developing ideas and creating concepts, which are differentiated 

by high-quality brands and marketing campaigns. RIOT-E is thus an appealing partner 

candidate as a publishing house for a company specialising in technology and coding.

Related to unique services, protection of the technology and the concepts is an 

interesting topic. The most important means of protection is keeping it secret. The 

products in the industry are not unique in a sense of being patentable to any large 

degree. Trademarks can be used, but most efficient way to differentiate the market 

offering is to create a brand for it. In this case, usually existing brands are attached to 

the services and games. The first market offering of RIOT-E was such a mobile game
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designed for and named after the 20th Century animated feature film Titan AE. 

Although patents and trademarks are being used, the operation mode used is not 

licensing or franchising and thus the market offerings are services and not know-how by 

our definitions.

Some service operationalisation was initially sub-contracted from Finnish companies on 

the basis of RIOT-E’s concepts. However, these companies engaged also in own 

concept development, and consequently RIOT-E has terminated these relationships. The 

company has also been engaged in some co-operation in product development. 

Nevertheless, more recently RIOT-E has resorted only to in-house development and 

currently has hard time in finding suitable partners in product development. Suitable 

here means having similar visions and ideas that RIOT-E does. This situation is most 

likely related to the fact that RIOT-E is the pioneering company in its own sector. It is 

innovative and thus needs no partners in that area. However, co-operation is without a 

doubt essential in other areas.

Finally, since RIOT-E does not invest in marketing by itself and since the company is 

newly bom, the R&D expenditure is for the moment very high, 50 to 60 per cent of all 

expenditures. Another reason for the high percentage is the business in which RIOT-E 

operates. The company is a service developer and even more clearly so in the future. 

The company does not engage in ‘research’, however, development is its main area of 

activity.

As a conclusion, RIOT-E initiated sales of hard services internationally first, before 

domestic sales. The first services have already been created for a global market around a 

globally known movie. Currently only services are sold, introduction of physical 

products, systems or know-how is not planned.

Branding Strategy

What differentiates RIOT-E from others is its emphasis on branding and marketing. In 

the design of a concept, branding and marketing play an essential role. Wireless games 

created by RIOT-E are promoted and со-branded in parallel with highly visible 

international media releases such as movies, TV-shows, sports events and other major 

media events with world-wide coverage.
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The company will, through branding, create best sellers - high-quality services. The 

services are planned to have the awareness of ‘X-Files’ or ‘Ally МсВеаГ and 

consequently not to be forgotten among the more invisible services provided by 

teleoperators. Due to a close financing relationship with News Corporation, extensive 

branding co-operation can be done for instance with 20th Century Fox.

Traditionally, a brand is created after the creation of a concept or the product. At RIOT- 

E some services are created around a known brand. This way awareness creation is a 

much easier task. In addition, imitation is much more difficult. This arrangement 

resembles an OEM branding strategy. However, the core characteristics of OEM 

strategy are not met.

In addition to branding co-operation, media houses perform as RIOT-E’s partners in 

marketing. The business model of RIOT-E excludes own marketing. Marketing is done 

either by media partners or distributors, which both benefit from it. For instance in the 

case of a movie branded game, costs of advertising realised by 20th Century Fox do not 

increase. By allowing its brand to be utilised, it can kill two birds with one stone by 

advertising the movie and generating side revenues from the games.

Another marketing partner group is teleoperators. According to a new logic of revenue 

sharing, the services of RIOT-E are given free-of-charge to international teleoperators in 

exchange for investments in marketing campaigns of these new services. The customer 

pays the use of services in his or her phone bill. Of this usage a certain percentage goes 

to RIOT-E. Alternatively, the revenue may be a fixed amount of money per a 

transaction or a game. However, in the core of this revenue logic is that RIOT-E does 

not invest in marketing or advertising of its market offerings.

In a year’s or one and a half-year’s time, in the second phase, RIOT-E will start creating 

its own global corporate brand. The brand is already created in secrecy by introducing 

new games and consequently sustaining the customer base. However, the visibility is 

not created on local or national, but on a global level. Finally, after several successive 

product introductions the Internet and WAP sites of these games are joined to create a 

global RIOT-E portal. Most likely the marketing and own brand creation will be done 

mostly over the Internet and though the wireless networks.
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Operation Strategy

The company had no domestic period. Further, inward, outward and co-operation 

activities were started virtually simultaneously. Inward operations were initiated 

through the import of licensed International Business Rights (IBR) owned by 20th 

Century Fox to be used for the branding and marketing of the first market offering. In 

addition, coding services have been sub-contracted to some degree from abroad.

What comes to outward operations, before the introduction of the first market offering 

and its sales through exporting (NIMOs), a marketing subsidiary (DIMOs) was 

established into the first market to be entered. The corporate headquarters in Finland 

take care of sales and marketing activities in Europe. In addition to this regional 

headquarter, there are also two other regional headquarters. During the first year as well, 

a production subsidiary (DIPOs) will be established or acquired from abroad and 

another the next year. Production currently is mainly done in Finland, but is going to be 

relocated partly due to employee wage differences.

One reason for engaging quickly in direct investment in production facilities abroad is 

the cultural differences. Asian businessmen prefer doing business with Asian 

companies, Chinese with Chinese companies. In addition, the market offerings need to 

be adapted to local wishes and demand. Further, by making a strong entry and creating 

local presence early through direct investments enables RIOT-E to capture market 

potential and first-mover advantages.

The company also entered the co-operation stage before the introduction of NIMOs 

mode. Therefore, it can be said that the co-operation stage was entered before the 

outward stage. (See Appendix 7 for a holistic operation pattern.) In the entertainment 

business, especially in wireless entertainment, co-operation with different partners is an 

essential part of the operations. The business model relies on co-operation in some 

important functions, leaving core areas and functions to RIOT-E to control itself. In this 

case, RIOT-E benefits from co-operation in marketing, especially in distribution and 

branding. Investments into advertising and in building awareness amounting up to $80 

million are impossible for RIOT-E to bear alone.

In distribution the partners are teleoperators, which also perform the distribution of the 

services and do marketing campaigns for the ready concepts provided by RIOT-E.
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Advertising and branding co-operation is done with media houses and entertainment 

industry. Further, co-operation is suitable to be engaged in now, since the owners of the 

business rights can not yet properly evaluate the value of the rights due to lack of 

knowledge and experience in mobile business, which makes the price of rights 

affordable. Consequently, the expectations related to distribution co-operation are very 

high. The company expects to make 17 agreements with teleoperators by the end of the 

first summer, i.e. in seven months’ time from inception.

What has influenced the untraditional order of outward operation mode introductions is 

time pressure. Consequently, the lateral rigidity becomes cracked. The utilisation of 

different operation modes is based also on the global strategic intent and the business 

model. The operation modes could have been used in whatever order, but due to 

management decisions, and cultural adaptations required the mentioned ones were 

chosen. The management of RIOT-E was broad-minded against any operation mode and 

thus laterally non-rigid in its decision-making. Foreign markets were entered first due to 

a desire to fill a gap in the market and to benefit from the first-mover advantages.

In addition, fast pace of international market entries is crucial for the moment. In fact, 

the traditional pattern was explicitly said to be too slow and rigid for the company. In 

order to carry out rapid entries decisions are made fast without thorough, time- 

consuming evaluation of different alternatives. Next, whenever possible RIOT-E resorts 

to co-operation. However, some tasks must be done alone and some key ideas must be 

kept to itself. Further, the company is labelled as a very risky venture and accordingly, 

the venture capitalists demand high return. These returns are being sought after and 

hopefully generated abroad in markets with high potential, but which also demand 

direct investments locally.

As a conclusion, the order of operation modes (utilised almost simultaneously) will be:

1) DIMOs,

2) NMOs, and

3) DIPOs.

The order of holistic stages to be entered is (the company had no domestic stage):

1) Inward stage,
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2) Co-operation stage, and

3) Outward stage almost simultaneously.

Distribution Strategy

It was pointed out clearly by the interviewee that the globalisation of RIOT-E’s services 

depends on the development of new electronic distribution media. The distribution of 

RIOT-E’s services is done mainly through wireless networks, thus the distributors of 

these services are local teleoperators (indirect sales channel). Since teleoperators pay for 

marketing, they are also RIOT-E’s partners in marketing co-operation. Every branded 

service receives its own Internet site (direct sales channel), over which the services can 

be reached by the end-users as well. The Internet is considered as direct sales channel, 

since it is more enabling medium than middleman. Actually, local marketing 

subsidiaries rarely have a possibility to influence what appears in the Internet. Hence, 

RIOT-E has employed multiple (dual) sales channels internationally from the outset. 

(See Figure 15.)

Figure 15. Relation between RIOT-E’s Marketing Operation Modes and Sales 
Channels

RIOT-E

(Direct 
investment j 
marketing 
operation)

Direct
export
mode

Own
export
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OPERATION
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Subsidiary Indirect
sales
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Direct
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INTERNET TELEOPERATOR

END-CUSTOMERS

Note: The dotted lines indicate that marketing subsidiaries do not take part in the physical distribution of 
services. However, they provide necessary assistance for services’ cultural adaptation purposes and 
handle relationships to distribution channel members.
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The current location of services is assumed to be Finland. Consequently, the above 

figure is most applicable for countries in which there are marketing subsidiaries. On one 

hand, it can be said that the distribution strategy depends on the operation mode utilised 

in the international transfer of services: own and direct export mode. On the other hand, 

some operation modes (DIMOs: the marketing subsidiaries) have been introduced only 

for taxation, cultural adaptation and middleman relationship purposes. Hence marketing 

subsidiaries play no role in the physical distribution of market offerings. It can be said 

that as far as the transfer of services is concerned, the distribution strategy (the use of 

electronic distribution media) determines the operation mode (exports) and not the other 

way round.

As a conclusion, distribution has been organised by utilising dual sales channels, of 

which the indirect channel (teleoperators) is currently dominant. The direct channel (the 

Internet) may become more important in the future. The globalisation of these services 

is dependent upon the electronic distribution media and co-operation.

Market Strategy

The market entries can be categorised by different intentions. Direct investment 

(headquarters or subsidiaries) operations were started first in Europe (hot), next Asia 

(medium), and North America (hot). However, the first market offering was sold and 

marketing campaigns were initiated in Asia (medium) and later also in Europe (hot), 

North America (hot) and Australia (hot). In any case, the order of market can not be 

depicted as traditional as the company leapfrogs from one continent to another. The 

management is indifferent in whether the market to be entered is ‘hot’ or ‘medium’ 

degree in business distance. There are other factors that define the sequence of new 

market entries.

The home market of this global company was said to be Finland and Europe. This is due 

to logical reasons, since the management is most experienced in the European consumer 

and mobile lifestyle. In addition, Finland is undoubtedly the product-based lead market 

in the mobile service sector. Further, the corporate headquarters are located in Helsinki, 

Finland. They will be relocated in the near future into the UK, Netherlands or Northern 

France in order to attract high-class strategic business development specialists.
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In addition to the Finnish, there are also two other regional headquarters, in Singapore 

(for Asia) and San Francisco, the USA (for North and South America). The subsidiary 

in Singapore is a marketing subsidiary, and soon a production subsidiary will be 

established under the Asian headquarters in Hongkong. Another production subsidiary 

will be established or acquired in India. A holding company is located in Switzerland 

for taxation considerations.

What comes to ‘product introductions’, the first market entries are based on the order of 

premier nights of the Titan AE movie. Thus, the movie game is used as a Trojan horse 

in getting to the market areas. In Finland the premier night is in October or November 

2000. The movie simply is first introduced and shown in Asia and only later in the 

North. Australia will be penetrated quite easily, since the media partner and financier 

News Corporation owns the local teleoperator. What comes to initiating exports first 

into Asia, it was not completely up to movie premier nights. Asia is a developing 

market with purchasing power and consumers, which are fast in adopting new things. In 

addition to being customer-driven lead market, there is also free market space to be 

captured.

An another selection criterion, which finally determines the market selection, is 

distribution, since without distribution agreements, SMS and WAP services can not be 

provided. Agreements are made with teleoperators globally. In theory, whatever 

selected teleoperator agrees to distribute the market offering and do marketing on its 

own expense will decide the next new foreign market entry.

The Finnish market is the most important market in the short term, but unlikely to 

remain so in the long run. Finland is the leading market in mobile technology, it is 

geographically small, the customers are demanding and the mobile phone penetration is 

high. Thus, Finland is an ideal market for testing purposes. Although headquarters are 

relocated out of Finland, the design, product and concept development will remain in 

Finland. Production facilities abroad in Hongkong and India will only ‘code’ the 

services according to the Finnish orders. Further, it can be assumed that since the 

mobile business is fairly simple and these services are not unique nor patentable, the 

fact that RIOT-E originates from a lead market is not a coincidence.
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Customer Strategy

The customer segmentation has been undoubtedly done on a global basis before market 

selection. However, the market offerings are mainstream instead of niche services, and 

thus the critical mass can be achieved also without a completely global presence. The 

customer segment at which the services are targeted includes all mobile users who want 

to entertain themselves. Since the distribution in the first place is done mainly through 

wireless networks utilising WAP and SMS technologies, the agreements made with 

chosen teleoperators also influence the market entries and the customers to be targeted. 

Nevertheless, it can be said that the customer strategy drives the market strategy, rather 

than the other way around. Most adaptable mobile and portable device users are found 

in Europe and Asia.

In consumer service business customer orientation is crucial, let alone in the 

entertainment industry. Companies have no other choice than to act according to the 

demand to succeed. By observing the customer base and testing different kinds of 

concepts and services, the developers of the services learn which concepts are 

successful and which not. RIOT-E creates customer value by bringing entertainment to 

the mobile phone user in his or her spare time independent of the physical location.

Financial Resources

Venture capitalists have enabled also the globalisation of RIOT-E. After only two 

months of operations, RIOT-E was able to attract funding for its international expansion 

from Nokia Ventures Capital Fund and Softbank UK Ventures (SBUKV), the UK 

Internet investment fund. Softbank UK Ventures is jointly set up by the Japanese 

Softbank and Epartners, owned by News Corporation. In March 2000 they launched a 

$450 million fund, for which RIOT-E was the first investment ever.

This was also the first time Nokia Ventures invested in Finland. According to Nokia 

Ventures, RIOT-E provides an excellent opportunity to participate in the creation of 

new wireless services. Thus, Nokia does not hope to benefit from the investment only 

financially, but also in attracting interest and creating demand for its WAP and mobile 

devices. It was in fact quite easy for a mobile service company such as RIOT-E to 

attract financing. Growth expectations are huge and thus also the expectations 

concerning the returns. Although the investment was quite an extensive one, the
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founders, managers and employees of RIOT-E still have more than 50 per cent of the 

company shares. It was in the intentions of the management to take financing from a 

venture capitalist that could also help RIOT-E to get connections. A demanding 

financier which is also a partner was more desirable than a mere venture capitalist 

simply providing a lot of money.

The investment was worth FIM 24 million and was used to initiate the business and to 

internationalise. The investment was an obvious prerequisite for the globalisation in the 

current scale. Marketing in the near term future is not an investment object, but 

internationalisation will be later financed through own cash flows. Instead of selling 

itself to a foreign company, in the future additional financing will be generated through 

an initial public offering.

Managerial and Personnel Resources

The current management includes people with international business, politics, 

technology and journalist backgrounds. The company was founded by young people, 

which have experienced the mobile lifestyle as a natural part of their lives. The younger 

generation understands the mobile business better than the old. However, these people 

may be inexperienced in the business world. Therefore, the board of directors has been 

backed up by experienced experts in international business and financing. The CEO has 

a Master’s degree in Business Administration and other founders are former 

entrepreneurs in for instance the web business. What is in common to all is the 

unbelievable risk-taking ability and the global mindset. They are visionaries who are 

not only interested in money but love doing the business they do. Desire to accomplish 

their goal drives them forward no matter what happens.

Further, the youngest managers belong to the generation bom in the 1970’s who 

consider internationalisation and globalisation natural. In their childhood it was not a 

big deal to travel abroad. Therefore, lateral rigidity in decision-making has been reduced 

and the managers are not limited to known alternatives. What comes to in-house 

training, time constraints do not allow it. The best teacher in mobile entertainment 

business is the real world.
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Factors and Challenges of Globalisation

The largest challenge in the globalisation process is the lack of time. RIOT-E is 

globalising fast to occupy the potential markets before the large players become aware 

of the opportunities of mobile entertainment business. Fast introduction of the service to 

the global customer base is crucially important, which cracks the lateral rigidity. RIOT- 

E has been proactive and is the global pioneer in its field, but the start should have been 

made even half a year to a year earlier to ensure a suitable head start. As the first-mover 

advantages are utilised, competitive advantage will be sustained through continuous 

creation and development of new and revolutionary concepts. From the powerfield of 

internationalisation the most important forces pulling RIOT-E abroad are the 

opportunities and openness of the global markets. Finland’s lead market position and 

the image of Nokia Corporation has enabled the company to be seen as trustworthy and 

capable. However, the management admits humbly being inexperienced in the huge 

scale entertainment business.

The globalisation of this consumer service SME is totally dependent on the new 

distribution media, the Internet and wireless networks. Since the hard service is in an 

electronic form, the consumption and production can be separated and consequently the 

services can be ‘stored’. Unique concepts, which however can not be protected by 

proprietary means (but are differentiated through branding) can be distributed globally 

and introduced accordingly everywhere simultaneously. Another factor enabling fast 

globalisation is co-operation in otherwise costly marketing. Finally, it should be noted 

that the partners’ connections have indeed facilitated the fast process.

4.3 Cross-Case Analysis and Synthesis

4.3.1 Results of the Cross-Case Analysis

In the following section, the results of the cross-case analysis concerning the elements 

presented in the conceptual framework (see Figure 16) will be discussed. The expected 

empirical results presented as a conceptual framework in Section 2.5 are revised and 

drawn together into a revised framework in Section 4.3.2.
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Born Global Characteristics

A bom global company defined in this study is young, independent, small and 

innovative. It operates on at least three continents, generates at least 20 per cent of its 

turnover outside its own continent or has a strategic intent to globalise its operations. Of 

the companies studied, three are approaching or have reached the global stage and have 

a global strategic intent. However, one company, which nevertheless already in the case 

company selection stage demonstrated a more restricted view of internationalisation, 

was found to behave more like a traditional, internationalising company. This company, 

AtBusiness Communications, was found to differ from the others in many other respects 

as well. What seems to shape its differing decisions and attitudes most is its risk-averse 

management and its lateral rigidity. Still, it must be noted that in the service sector the 

inherent nature of the market offering restricts the globalisation process and may 

consequently affect the mindset of a service company’s management. AtBusiness 

Communications in fact appears more broad-minded against international sales of hard 

than soft services.

There are service industries, which are being pushed into global markets by their 

product mix and industry structure. Such service industries are for instance airline, 

communication and financial services industries. In comparison, there are several local 

service industries, which may be pulled abroad, but their first entry will still follow the 

traditional stages pattern (Kirpalani & Luostarinen 1999, 25). However, the small, 

traditional service firms, which are inherently local, have no intention to globalise from 

the outset. Thus, it can be concluded that in order to be a bom global service company, 

one has to possess some kind of advantage e.g. in producing services - either human- 

embodied superior know-how or technology-based competitive advantages - in addition 

to possibly being able to utilise new advanced distribution media, such as the Internet or 

wireless networks. This way the service companies become high-quality service 

companies and can compete in the global arena. What facilitates the globalisation 

process is a more tangible market offering than soft service.

In addition, all the case companies studied operate in an industry sector, in which 

Finland is the lead market, or one of the leading markets. This fact was found to be 

important in enabling the globalisation of a service company in the form of demand
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creation. (Further findings concerning lead market aspects will be discussed later 

together with the findings concerning market strategy.)

Two of the companies studied (MatchON Sports and RIOT-E) produce consumer 

services and the other two business-to-business services (AtBusiness Communications 

and Nedecon). The latter operate primarily in the same field, providing web-based IT 

solutions. In this sector Finland is only one of the lead markets. Finland actually missed 

the opportunity to the United States to be the lead market some years ago. 

Consequently, the IT solution providers at the time of establishment followed the 

technology shifts and developed market offerings as a response (reactive), whereas the 

other two, consumer service providers have contributed to the industry shift (proactive), 

allowing them to gain first-mover advantages through the introduction of unique, 

innovative mobile services. In addition to the industry shift, these companies are 

separating new segments from existing markets. Nevertheless, one can not refer here to 

niche segments.

Interestingly, none of the companies operate in a niche segment. New segments are 

created but instead of providing very specialised and custom-made services, the 

customer segments include ‘large and medium-sized companies’, ‘mobile phone users’ 

or ‘sports fans’. Considering the standard market offerings of the two consumer service 

companies this is logical. However, with respect to the two business-to-business 

companies this may also be a coincidence and due to company selection. Still, one 

reason for non-existent niches could be the newness of the IT sector. The sector is 

constantly evolving and most likely soon also niches can be identified.

Especially in the case of the two consumer service companies, both have entered into an 

industry sector traditionally dominated by large, established players, such as media 

houses and corporations in the entertainment industry. The service companies are 

consequently aiming at entering the MNE business area instead of the recommended 

niche business area for mini-MNEs. Namely, the MNE business area is to be avoided 

due to SMEs’ inability to invest large amounts of money for instance in R&D and 

marketing. (Luostarinen 1994, 25-27)

It should be noted that in the telecommunication sector a few large players occupy the 

teleoperator business. However, the wireless service business is claimed to suit better
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the smaller players. Nevertheless, the competitors in wireless services originate not only 

from the telecommunication sector, but also from the entertainment sector. In the IT 

sector the players know the technology and its utilisation possibilities, but the 

entertainment industry possesses investment potential to devote to imaginative concept 

creation. Also, some Finnish teleoperators have engaged in content and service concept 

development, which they should leave in the opinion of the author to more innovative 

companies.

An opportunity to succeed in this business area arises if the SME succeeds in forming a 

strategic alliance with an MNE. However, a SME logically needs to possess some 

special advantages to offer its partner. (Luostarinen 1994, 25-27) Whereas the business- 

to-business service companies (AtBusiness Communications and Nedecon) appeared 

more or less self sufficient and in addition are not aiming at MNE business area, the 

‘exceptionally global’ consumer service companies (MatchON Sports and RIOT-E) 

resorted to co-operation more actively and more rapidly after their establishment.

Product Strategy

High quality defined in this study means “standing out of the crowd of producers”. (See 

Section 1.5 on definitions.) The services, to which it is here referred as ‘high-quality 

services’, as assumed, were differentiated by being based on innovative concepts and by 

being developed in a lead market. In addition, other differentiation means included 

branding methods and production technology innovations. Further, the high-quality 

services in question were found to require sophistication from the customers as well.

It was expected that bom global service companies logically would not demonstrate a 

succession through goods, services, systems and know-how, since it is by definition 

almost impossible. This was found to hold true; the service companies studied had not 

advanced into providing systems or know-how. However, according to Erramilli’s 

(1989) definition, the market offerings in this study were divided into soft and hard 

services. In three cases, the companies’ first international market offering was a hard 

service. Only Nedecon sold soft services as its first international market offering. 

Naturally, a more tangible service is easier to be provided globally and consequently 

enables globalisation - let alone faster globalisation. Therefore, a pattem from a more
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tangible to an intangible service offering could be identified imitating the mainstream 

product strategy pattern of Luostarinen (1979).

Actually, some characteristics of service companies mentioned in the reviewed 

literature were found inapplicable to hard service companies. The researchers have 

concentrated on softer services. Soft services have been studied to a larger extent, since 

these sectors are more traditional. Bom global (in literal sense) service companies have 

arisen as a result of development of harder services. Further, it can be assumed that it is 

easier to be a ‘high-quality’ service provider if your offering is more tangible and 

consequently more difficult to imitate and faster to distribute. Soft services are easier to 

imitate as the knowledge to provide the service by our definition is common knowledge.

However, although providing soft services, fast internationalisation is possible. Only the 

alternatives to serve and enter foreign markets are limited. Nedecon engages in an 

internationalisation strategy in which FDI (acquisitions) is the main expansion mode. 

This strategic choice is a more resource-consuming one and more risky. Such behaviour 

is expectable from a bom global. Although providing soft services domestically, 

AtBusiness Communications has chosen to internationalise through the sales of hard 

services. Thus, it can be assumed that with respect to soft services, lateral rigidity 

(Luostarinen 1979) and risk-averse mindset on the part of the management of 

AtBusiness Communications inhibits them from seeing other opportunities. In addition, 

AtBusiness Communications was the only company to have developed their initial 

service for the domestic market. The others developed it for either a global market 

including Finland or even for a global market excluding Finland.

Investments in R&D were relatively high-level in all the companies, ranging from 10 

per cent of sales to 60 per cent of all expenditure. In the case of the business-to-business 

companies, the investments in R&D concentrate on product (software) development. 

However, the consumer service providers invested in technology and new concept 

development. These distinctions are due to logical differences in market offerings and 

industry sectors.

Product development was found to be an important strategic choice for the business-to- 

business companies. Product development, i.e. modulising tailor-made solutions into 

more concrete tools (Sundbo 1994; Edvinsson 1983), facilitates the international
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technology transfer and enables the provision of more efficient customer cases. In 

addition, it is a way to protect proprietary knowledge of the company since the software 

is sold as a licensable core of the whole solution. Naturally, all the companies keep the 

product and concept development principally to themselves and do not engage in large- 

scale co-operation in this area. It is after all a core source of competitive advantage.

Since services can not be protected by proprietary means, the companies have 

developed clever ways to defend their innovations, differentiate them from others and 

inhibit imitation. One company resorts to co-operative branding, second aims at co

operative branding strategies and buys world-wide exclusive rights to provide their 

services, whereas third controls international transfer of its technology and distribution 

operating only through DIPOs. Also, if the services themselves can not be protected, the 

technology used to produce them may be.

Finally, a factor that can not be overemphasised here is the concept of lead markets. 

Being a bom global service company is facilitated by the fact that the company was 

established on a product-based lead market. It gives these SMEs a head start compared 

to foreign competitors and enables them to benefit from earlier strategic moves in other 

markets according t the developments in the lead markets.

Branding Strategy

Rationally, the branding strategies of business-to-business and consumer service 

companies diverge. Whereas successful consumer services tend to be objects of large- 

scale marketing investments and as a result have known brands, business-to-business 

service companies traditionally rely on industrial or relationship marketing. Marketing 

in this respect is not a resource-demanding, advertising-related function, but rather 

includes tasks such as network creation, having marketing seminars, fostering one-to- 

one relationships and building trustworthy image. In addition, industrial service brands 

are not as visible as those of consumer services are. In fact, one should not in some 

cases refer to brands. Instead, a more suitable concept is image.

All the companies were found to have different branding strategies. While Nedecon has 

understood the importance of a consistent image in creating the crucial trust in business- 

to-business service business, AtBusiness Communications has only recently established 

branding strategies. Obviously, branding and image management have not received
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quite the necessary attention before, as AtBusiness Communications has concentrated 

merely on building awareness. Although recommended in business-to-business service 

branding literature, company does not have a single, global brand. Instead, the company 

customises ‘product’ brands to meet the local demand. In addition, different solutions 

and software carry different names. This is, however, due to the technology content and 

the desire to differentiate and build trust in single software products or solutions.

Considering the business-to-business services segment, the branding strategies of 

Nedecon follow marketing textbook examples. The consumer service companies studied 

demonstrate more inventive strategies. MatchON Sports has still not decided on its final 

strategies. However, it prefers co-operative branding logic, currently utilised also by 

RIOT Entertainment. Costly, large-scale marketing efforts being dominant in consumer 

services sector, co-operative branding as suggested by Magrath (1997, 67) is a more 

economical solution.

Building a brand is almost a prerequisite for a success in consumer services and 

consequently also crucial for the two case companies. As acknowledged, required 

marketing investments in the MNE business area in general and entertainment industry 

in particular are huge and impossible for an SME to bear alone. Therefore, both RIOT-E 

and MatchON Sports have formulated business models, which initially exclude own 

marketing investments. In RIOT-E’s case marketing is done by partners, as MatchON 

Sports for now refrains from marketing and prefers a soft launch. In addition, existing 

brands are used to attract customers to try the services, meaning that a mobile game or 

betting service is created around an already-known brand, e.g. a movie or sports series. 

A single, global corporate brand will definitely be created for both of these companies, 

but for the time being visibility and awareness is not created on a global, rather on 

national level. Such prioritisation is very useful and actually necessary. Not only with 

respect to branding strategies, RIOT-E and MatchON Sports have clearly defined the 

order of strategy development and their implementation, which is useful for a bom 

global company in order to preserve and compensate for the insufficient resources.

In conclusion, branding is a highly important function especially for high-quality 

consumer service bom globals. In the high-quality business-to-business services sector 

bom globals in general are assumed to utilise single, global corporate brands and foster 

their images well. High-quality consumer service bom globals, however, engage in
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branding co-operation and utilise existing brands to ensure demand and to differentiate 

their market offerings from the others. In fact, co-operative branding facilitates the 

creation of high-quality services, which in turn enables the globalisation of these 

companies. Therefore, branding plays a significant role in sustaining the competitive 

advantage of the two consumer service companies (RIOT-E and MatchON Sports). 

Branding in case of these companies in fact determines to a large degree the market 

offerings to be developed. Consequently, the assumed relationship between the product 

and branding elements in the POM-SICA model (Luostarinen 1996, 68) is justifiable.

Operation Strategy

As assumed the operation modes utilised by the case companies did not advance slowly 

in the order of the mainstream pattern of manufacturing companies. Neither could any 

clear ‘bom global pattem’ be identified. Further, the overall behaviour can not be 

referred to as ‘leapfrogging’ or ‘a reverse order’ as suggested by Nordstrom (1991, 174- 

181) and Luostarinen et al. (1994, 217-218). However, due to production of more 

tangible service offerings service companies can now choose from a larger pool of 

alternatives. Consequently, the mainstream operation pattern (Luostarinen 1979) could 

be applied to develop a mainstream operation strategy pattern for service companies. 

All in all, the operation mode selection was based on the nature of market offerings, 

time-related challenges, business model and the selected distribution channels, 

managerial preferences and pure coincidence.

AtBusiness Communications and MatchON Sports started their internationalisation with 

the introduction of NIMOs operation mode. This was possible, since the sales items 

(hard services) are easily distributed in the first case by an agent and in the latter case 

through the Internet and over wireless networks. However, the decision to use a NIMOs 

mode as the first mode was in case of MatchON based more on the selected sales 

channel and distribution strategy than lateral rigidity, as it appears to be the case with 

AtBusiness Communications. Moreover, MatchON Sports opened up a sales subsidiary 

(DIMOs) almost simultaneously with the introduction of NIMOs modes.

There are differences in the utilisation orders also among the company pairs of 

business-to-business and consumer services. As far as the business-to-business service 

companies are concerned, AtBusiness Communications also in respect to operation
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mode selection demonstrated more laterally rigid, non-bom global-like behaviour. 

Although the order followed by AtBusiness Communications was not exactly the 

traditional pattem, the selection was not fundamentally based on globalisation strategy. 

Rather, the management mindset is realistic, risk-averse and operation modes reflect 

this attitude. Apart from the behaviour during the present year, the internationalisation 

and the utilisation of operation modes were more of a coincidence.

However, Nedecon demonstrated leapfrogging behaviour starting directly from NIPOs 

moving soon to DIPOs. Although more risky, direct investment mode was preferred due 

to flexibility of foreign operations, reaction ability in the ever-changing Internet sector 

and control issues concerning image, monetary returns and solution quality. A 

comprehensive internationalisation strategy addressing the use of direct investment 

operation modes in general and acquisitions in particular has been set. It should be still 

noted that soft services as in this case can not be exported since they are not tangible. 

Therefore, closeness to customers is required and in many cases such companies make 

foreign direct investments. Undoubtedly, the decision also reflects the attitudes of risk- 

loving management and their lateral elasticity concerning decision making (Luostarinen 

1979), which has enabled the almost reverse order of operation mode introductions.

What comes to the consumer service companies, they differed somewhat in the 

utilisation order of operation modes but some joint characteristics could be identified in 

respect to the operation mode selection criteria and business logic.

Both MatchON Sports and RIOT-E provide their services over the Internet and through 

the wireless networks globally. The distribution strategy was formulated already in the 

business plan and is a crucial factor as far as the business model and revenue logic are 

concerned. Consequently, the selected distribution channels ajfect the operation mode 

(NIMOs) used in the international transfer of market offerings. However, the reasons for 

using other operation modes (except NIMOs) are related primarily to the organisational 

structure established to rapidly establish operations in the market and also to conform to 

cultural differences. More exactly, sales subsidiaries have been established in order to 

facilitate business negotiations with for instance Asian business partners and to be 

locally present in the distant market. Thus, other modes were not selected with the 

physical distribution or transfer of market offering in mind.
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Although more involving than NIMOs, it appears that the engagement into direct 

investment was not such a serious decision for the two consumer service companies, 

neither for Nedecon. Once again this can be addressed to risk-loving attitude and the 

reduced lateral rigidity in decision-making. Expectations and risks related to especially 

mobile service business are high and consequently also returns demanded by the 

financiers. Fast decisions and direct engagement are appreciated and virtually required 

in order to gain first-mover advantages. As soon as the most potential markets have 

been occupied and critical presence has been established, it will be time to rethink 

decisions made concerning operation modes. This was explicitly pointed out by the 

interviewees and assumed that some modifications will be made. For instance MatchON 

Sports attempts to conceptualise its services and utilise franchising (NIPOs) in the 

escalation into other markets.

Holistic Pattern of Globalisation

As far as the holistic pattern of globalisation is concerned, clear-cut assumptions were 

formulated by Luostarinen et al. (1994, 224) as well as by Kirpalani and Luostarinen 

(1999, 11). Only one case company, the youngest (RIOT-E) jumped over the domestic 

stage. The oldest company (Nedecon) had a domestic stage of three to four years, and 

the rest two a domestic stage of a few months only. However, it can not be stated that 

the absence of the domestic stage would be a recent phenomenon. Rather, it depends 

here simply on whether or not the market offering was first introduced in Finland. In 

addition, the business-to-business service companies begin their domestic operations by 

providing non-exportable soft services, whereas consumer service companies produced 

global and easily exportable hard services.

Whereas the succession through domestic, inward, outward and co-operative stages took 

five to seven years in business-to-business service companies Nedecon and AtBusiness 

Communications, these stages were entered virtually simultaneously in the studied 

consumer service companies (RIOT-E and MatchON). However, the differences in 

holistic process can not be addressed simply to the service company categorisation. 

Rather the fact that these consumer service companies provide unique or pioneering 

mobile/wireless services receiving high expectations, shortens the time taken towards 

the global stage, meaning that they face a serious time pressure. These companies were
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literally bom global and needed compensatory resources to manage the globalisation 

especially, since these companies produce consumer services.

Moreover, whereas the business-to-business service companies (Nedecon and 

AtBusiness Communications) appeared more self-reliant with respect to co-operation, 

both the consumer service companies considered co-operation either in technology 

development or marketing crucial. Co-operation in technology development was critical 

for MatchON Sports in creating unique services whereas for RIOT-E the partnership 

advantages lie in branding, advertising and distribution. Explicitly it was pointed out the 

companies could not succeed or bear alone the investments required for globalisation as 

assumed by Ohmae (1989, 143). These most bom global-like companies have 

understood the possibilities of co-operation in some functions. However, they control 

the key functions and especially the areas of competitive advantage.

One reason for the differing attitude towards co-operation could be that the younger, in 

this case consumer service companies, have incorporated co-operation as an inherent 

element of business model and logic. Clear-cut strategies have been formulated to 

separate which functions would benefit from co-operation. Moreover, business-to- 

business marketing involves different methods than consumer marketing. Since the 

business-to-business marketing is less resource-consuming and based more on personal 

contacts and building trust, marketing co-operation is not needed. In addition, business- 

to-business service companies in this case have operated mainly on a case basis, in 

which co-operation may not suit that well.

As a conclusion, a clear, common holistic globalisation pattern could not be identified 

among these service companies. However, three companies somewhat followed the 

mainstream pattern. Still, it should be noted that the path towards the co-operation stage 

has been in all cases quite fast compared to traditional internationalising companies.

Distribution Strategy

It was assumed that the distribution strategies of bom globals would be different from 

the ones utilised by more traditional, internationalising companies studied by 

Gabrielsson (1999). In fact, strategies were found in three cases not to develop from the 

utilisation of single channels to the utilisation of multiple channels. In the main 

international markets, AtBusiness Communications, MatchON Sports and RIOT-E
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established their international distribution through multiple channels from the outset. 

However, the use of multiple channels was not a clear result of co-operation nor were 

hybrid channels found dominant although so assumed.

Only one company, AtBusiness Communications, separates sales contact and physical 

distribution functions and utilises thus hybrid sales channels in its main foreign market. 

The other business-to-business service company, Nedecon, engages in local production, 

hence its sales channels are single, direct, 100 per cent controlled and local. This 

arrangement is dominant in the service industry, due to the traditionally necessary face- 

to-face contact and intangible nature of sales object (soft service). Nedecon has not yet 

included distribution partners as an important element of its distribution strategy 

particularly due to control and flexibility issues. Whereas Nedecon appears more 

traditional in its distribution strategy, AtBusiness Communications benefits from 

partnership advantages but on the other hand also limits the risks.

Both the consumer service companies established dual sales channels from the outset. 

Both utilise the Internet (direct channel) and wireless or mobile networks (indirect 

channel) as their distribution channels. In service business, the Internet was found not to 

be a marketing forum or a simple facilitator of distribution only, over which to place 

orders and make contacts. The Internet and new wireless networks are actual modem 

service distribution channels, through which the market offering is transferred. For the 

consumer service providers these distribution and sales channels are of utmost 

importance, practically a prerequisite of present global operations. Consequently, these 

channels have enabled exports of hard services on a global scale and introduction of 

services simultaneously in nearly all markets world-wide. Whereas a global service can 

be said to be located in one place, distribution in this case equals access to the service. 

The channels are electronic and basically take the customer to the service, not the other 

way round. Interestingly, in case of consumer service companies foreign subsidiaries 

play a small role in the distribution of the service offering, devaluating the proposed 

relationship between the operation modes and the sales channels.

As a conclusion, the most important reasons for the utilisation of multiple sales channels 

from the outset are the crucial fast entry into markets (as assumed), solution 

customisation requirements and the fact that the new, relatively cheap electronic 

distribution media constitute the basis of these consumer service companies business
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models. Distribution over the Internet and through wireless networks is taken for 

granted. Therefore, it can be stated that distribution strategies of both the consumer 

service companies studied drive the operation strategies and especially the operation 

modes employed in transferring the market offering.

Market Strategy

Three case companies established their operations in foreign markets following the 

lowering degrees of business distance: hot, warm, medium. Only one company, RIOT-E 

introduced its market offering in a country belonging to the medium cluster. Although 

the order is the same as suggested by Luostarinen (1979) concerning his categorisation 

of countries based on business distance, only one company really appears to somewhat 

follow this slower, traditional tactics. AtBusiness Communications began its operations 

in the neighbouring countries and moved next to Germany. The attitudes of the 

management reflect lateral rigidity with respect to market strategies like some other 

strategies. Explicitly, international business methods are preferably learned close to 

home.

Nevertheless, three other case companies appear more bom global-like with respect to 

market strategy. Although at surface they seem to follow the order of business distance, 

the pace of new entries is speedy and the companies leapfrog from one continent to 

another. The single most important factor determining the markets to be entered is 

market potential. Nedecon has entered countries on three continents according to the 

largest market potential suggested by market researches. The company has leapfrogged 

from Finland to Brazil and next to Asia within one single year.

Also MatchON Sports will leapfrog from the UK to Japan and other highly potential 

Asian markets in the near future. Moreover, RIOT-E introduced its first service in Asia. 

In fact, it was the only company, which clearly did not follow the order of business 

distance. Further, it will enter three or four continents within the first year of operations. 

Still, it should be noted that basically the services of RIOT-E and MatchON Sports are 

available and accessed from all over the world. Here market entry means that the 

company has initiated some marketing efforts in a foreign country.

In addition to market opportunities, another characteristic was found to be a unifying 

factor to the markets entered by the three companies. Geographic distance was not
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important factor in determining market entries, neither were the cultural differences. 

Rather, sophistication of customers can be said to play a role in the selection of markets 

for high-quality services. The case companies after all provide services, which would 

prove to be useless for instance in countries in which there were no wireless networks or 

computers. However, one can not here refer to economic distance. More exactly, 

sophistication with exactly mobile phones in case of RIOT-E, also with wireless devices 

in case of MatchON Sports and with the Internet in the case of the two business-to- 

business service companies determines partly the market entries.

For all the case companies, Finland is the product or operation-based lead market, 

which also has very sophisticated customers. Especially in the mobile sector Finnish 

companies enjoy a first mover position enabling accurate and purposeful strategic 

adjustments to be executed in other markets. Also the sophistication of customers points 

at the lead market concept. Asian markets in the two consumer service cases are the 

next best customer-driven lead markets after Finland. The customers there are 

sophisticated in mobile utilisation and fast in adopting new concepts. In case of 

MatchON Sports, the UK is a customer-driven lead market in for instance betting 

activity, but not in the most crucial factor sustaining competitive advantage - innovative 

technology. Finland may be a suitable test market for mobile services, but the Asian 

countries then again possess much larger market (customer) potential. Thus, the lead 

markets determine somewhat the market strategy of the customer service companies 

studied. Due to the crucial first-mover advantages and easiness of imitation, it can be 

assumed that bom global service companies would not exist or at least be globally 

competitive if Finland was not the lead market in the business sector.

Still, another market-determining factor for MatchON Sports is the foreign legislative 

environment. Also, Nedecon has been seeking for markets that are not yet extremely 

competitive. Thus, also industry-specific and environmental factors play a determining 

role in the market selection process.

Finally, not only the perceived market potential or the lead market concept are enough 

in explaining the leapfrogging behaviour of bom globals with respect to market 

strategies. The management of the three most bom global-like companies is not against 

taking large risks and is consequently broad-minded (demonstrating reduced lateral
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rigidity) in its decision making. Moreover, the new generation managers see the world 

as one large marketplace of which simply the most potential markets are selected.

Customer Strategy

Unexpectedly, none of the service companies operated in niche segments. The critical 

mass can in these cases be attained also on a more limited than global scale and the 

customer segmentation would not have needed to be done on a global level. One reason 

for the absence of niches is that the segments are still in a phase of development, 

meaning that the industry is fairly young.

Only AtBusiness Communications clearly followed the order of business distance and 

also its market strategy determines its customer strategy. In the case of Nedecon, market 

opportunities and potential as well as competitive situation were the determining factors 

and the segmentation was done on a global basis. It could also be concluded that at 

Nedecon customer strategy drives the market strategy. Both of these companies 

experienced sufficient demand in a limited amount of countries, of which Nedecon 

selected the markets with the most potential and AtBusiness Communications the most 

familiar ones.

Customer segmentation was done on a global basis also at MatchON Sports and RIOT- 

E. Both these consumer service companies utilised multiple segmentation criteria in 

determining the target groups. Since entering countries with most potential and 

sophisticated customers (customer-driven lead markets), it can definitely be said that 

customer strategy drives the market strategy in the case of these two companies. This is 

also affected by the fact that Finland is the product and operation-based lead market, as 

benefits from locating operations on product or operation-based lead markets need not 

to be searched for.

Customer orientation is the key to success and thus an emphasised element in the 

customer strategies of the case companies as assumed by for instance Rennie (1993) and 

Majkgård and Sharma (2000). On one hand, value creation to customers in rearranging 

some operations is the main task of the business-to-business companies. On the other 

hand, the customer service companies create value to their end-users simply with the 

introduction of their pioneering and innovative, easily available mobile services.
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Finally, strong customer orientation and presence in customer-driven lead markets were 

assumed to be more important than participation in product or operation-based lead 

markets. Although significant, it is not possible to conclude whether the two first factors 

were more important than the two latter. As far as the ability to produce such services 

can depend on the initial presence on a product-based lead market, the service 

acceptability must be sought in the customer-driven lead markets.

Financial Resources

Three of the case companies had attracted venture capitalists to finance their operations 

almost from inception. Some public sources for product development have been utilised 

as well early in the life of some companies. Both the business-to-business companies 

were established in the mid 1990’s, which was fruitful time for such companies to look 

for financing since the Internet market had begun to show potential. However, Nedecon 

resorted to initial public offering, but it had no trouble in attracting financing either. 

AtBusiness Communication chose venture capital financing, has since then been quite 

self-sufficient in financing, but is currently considering new alternatives. Otherwise the 

management has chosen a risk-averse attitude against very large-scale investments into 

internationalisation. Nedecon on the other hand has made use of IPO and private 

placements to finance its aggressive internationalisation. For neither company has 

finding funding been problematic definitely due to the perceived potential of the sector.

The same holds true also for the mobile and wireless service companies, which were 

established on both sides of the turn of the century. The end of 1999 and the year 2000 

again have been very rewarding time for wireless/mobile content providers to search for 

financing. Both RIOT-E and MatchON Sports found venture capitalists and on top of 

getting financing, the financiers assist the companies in other functions as well. This 

generous attitude reflects the high expectations the markets have placed on the mobile 

sector in general and wireless and mobile content in particular. For instance, RIOT-E 

benefits most from marketing co-operation with some of the financier’s companies. 

Moreover, the consumer service companies have had to generate innovative revenue 

logic. This is due to the fact that the business is done over the Internet and through 

wireless networks when the customer contact in purchase situation is not physical. In 

addition, co-operation in some resource-demanding functions (e.g. marketing) helps in 

preserving financial resources.
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Internationalisation and R&D were found to be the main investment targets of high- 

quality service bom globals. The financing needs have developed in case of business-to- 

business service companies from internationalisation to R&D or product (software) 

development. Business-to-Business marketing logically does not require as large 

investments as consumer marketing. Therefore, consumer service companies have 

developed innovative methods to initially compensate for the insufficiency. Moreover, 

MatchON Sports invested first in R&D and then international marketing, whereas 

RIOT-E first in globalisation and will only later invest in international marketing.

Funding for service business ideas is traditionally less easy to find, but in case of the 

Internet and mobile or wireless services, their high potential has enabled the bom 

globals practically to select the financiers among several candidates. Companies 

operating in these sectors have been very attractive investment objects hunted after by 

financiers. What the management has had to do is to demonstrate execution power in 

driving the start-up further. Therefore, it can be stated that financial resources (or at 

least the ability to attract them) of the studied bom globals have not restrained the 

ability to implement global strategies. However, it should be noted that the studied 

companies are relatively young and their final success can still not be estimated.

Managerial and Personnel Resources

It was expected that the management of bom globals would have established networks, 

entrepreneurial background and extensive experience and knowledge in international 

business (Jolly et al. 1991; McDougall et al. 1994; Oviatt & McDougall 1994; Majkgård 

& Sharma 2000). Related to entrepreneurship, also their risk-taking ability was assumed 

to be high. In fact, after analysing the case companies it can be concluded that the more 

risk-loving the management, the faster the succession towards the global stage for the 

company. Therefore, as also affirmed in previous literature, these factors can be 

assumed to correlate in all bom global companies. It must be noted still that the most 

important factor driving the globalisation process forward is the time pressure. 

However, it can be assumed that only the time pressure experienced by a broad-minded 

management reduces the lateral rigidity. A risk-averse management would not strive to 

beat the strain but would confine to dealing on a safer ground.
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The least born global -minded company AtBusiness Communications has a risk-averse 

management, which is laterally rigid towards decision-making especially when it comes 

to internationalisation through traditional, softer services. Explicitly, the experience 

needs to be gathered before making more involving investments. What also inhibits the 

globalisation process of this company is the realistic mindset of the management and the 

concentration on the markets in which they are experienced. The management refers to 

inability to effectively carry out IT solution sales outside Finland. However, Nedecon 

providing same type of services has entered already three continents, but then again it 

has bolder management which has made explicitly defined global visions.

The other companies apart from AtBusiness Communications appear more alike. The 

management of Nedecon, that of MatchON Sports and RIOT-E also share some 

common characteristics. The management is risk-loving, has a global vision and is well 

educated with some entrepreneurial background. They know that if they do not carry out 

their very risky establishments as soon as possible, they can forget it. However, failures 

may occur, but they have to be prepared for. The younger generation managers are 

more broad-minded towards unknown alternatives, even though they may not be so 

experienced with respect to international business.

The most obvious factor differentiating MatchON Sports from Nedecon and RIOT-E is 

that its management is extremely experienced in international business. Experienced 

individuals have been hired to the company keeping in mind their own specialisation 

area complementing the others. In addition, the founders and other management have an 

extensive network of personal and business connections all over the world and 

particularly in the UK. Moreover, the management is characterised by an exceptional 

ability to develop and implement global strategies, has execution power and as a result 

trustworthiness, which guarantees a continuous, solid financing base.

Factors and Challenges of Globalisation

As assumed in the literature reviewed (Luostarinen 1994), instead of the traditional push 

forces of the powerfield of internationalisation, pull forces were found to affect a great 

deal more the bom global service companies. Three case companies mentioned the two 

pull forces, largeness and openness of international markets, as the most compelling 

forces behind their globalisation. However, industry-specific factors play a determining
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role in shaping the globalisation strategies of these service bom globals. In addition, 

intangible assets such as own personal connections and the connections of co-operation 

partners or financiers help in succeeding globally in a limited amount of time.

The largest challenge of all imposed upon bom global high-quality service companies is 

time. Time pressure is a crucial concern especially for service companies (being unable 

to protect the market offerings with proprietary means) to occupy markets before 

competitors and enjoy first-mover advantages. Still, the fear of imitation is constant.

Finally, when operating on other than niche segments, introducing pioneering market 

offerings first is cmcial. As the larger players perceive the potential in the segments, 

sustaining the competitive advantage becomes a matter of who can make the largest 

investments. SMEs seldom can and thus they must always act before the large 

companies do. This is why the companies need to resort to ‘the tactics of the Huns’.

Globalisation Outline

Conclusively, Table 10 illustrates the product, operation and market patterns of the case 

companies. However, it should be noted that the companies are not equally old or 

young. AtBusiness Communications is four years, Nedecon over seven years, MatchON 

Sports less than one year and RIOT-E only seven months old. The first row in each 

separate table points the degree of maturity, the mature stage signifying that the 

company has reached the globalisation stage.

For a service company, the product pattern as such is irrelevant. However, three 

companies sold hard services as their first market offering. Only Nedecon started 

internationalisation with soft services. What comes to operation and market pattern, the 

companies are reaching or have already reached the mature stage. The underlined 

entries are about to be realised in the near future.

The operation mode successions of the companies studied did not follow exactly the 

mainstream pattern of manufacturing companies. The business-to-business companies 

(AtBusiness Communications and Nedecon) relied expectedly on direct investment in 

their operation strategies. Service companies in general are known to resort to direct 

investment when control, flexibility and face-to-face contact are required (Sarathy 1994, 

124). In this respect, operation mode selection is related to distribution and

147



consequently, these companies appear to have already reached the globalisation stage 

measured along the operation dimension.

Table 10. The Product, Operation and Market Successions of Case Companies 

A) Product

Starting —> Development -> Growth -> mature

TRADITIONAL PATTERN (Goods —>) Services -» Systems —► Know-how

AtBusiness Communications Oy Hard services -> Soft services

Nedecon Oyj Soft services

MatchON Sports Oy Hard services

RIOT Entertainment Hard services

B) Operation

Starting -> Development -> Growth -> mature

TRADITIONAL PATTERN NIMOS -> DIMOS -> NIPOS -> DIPOS

AtBusiness Communications Oy NIMOs + DIMOs —» DIPOs (solutions')

Nedecon Oyj NITOs —> DIPOs -> DIPOs (100% owned)

MatchON Sports Oy NIMOs + DIMOs —> DIPOs —> NIPOs

RIOT Entertainment DIMOs NIMOs -> DIPOs

C) Market

Starting -> Development -> Growth \uture

TRADITIONAL PATTERN Hot -> Warm -> Medium -> Cool Cold

AtBusiness Communications Oy Hot —> Warm -» Medium

Nedecon Oyj Hot -> Warm —> Medium

MatchON Sports Oy Hot -» Medium

RIOT Entertainment Medium -» Hot —> Warm
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The globalisation process of the business-to-business companies has been relatively 

rapid but not as rapid as that of the consumer service companies (MatchON Sports and 

RIOT-E), which produce exportable hard services. In addition, the business-to-business 

service companies, which are older than consumer service companies, appeared to 

somewhat follow the traditional operation pattem although with a leapfrogging 

behaviour. On one hand, the consumer service companies utilised export modes to 

transfer the service and on the other hand direct investments to respond to cultural 

adaptation needs and to benefit from first-mover advantages on several continents and 

therefore the utilisation order of modes is not.

What comes to the market dimension of bom globals, it is judged to be mature when the 

company has operation on at least three continents, i.e. Europe (hot), North/South 

America (hot/warm) and Asia (medium) (Junkkari 2000, 135). Also measured along this 

dimension, the companies are global already. Although, the market successions appear 

to follow the order of business distance, the market selection was not based on business 

distance. The companies were found to leapfrog from one continent to another due to 

market opportunities and after customer-driven lead markets.

Finally, the successions identified are not consistent due to industry and company- 

specific factors as well as differing levels of lateral rigidity reduced by time pressure, 

earlier established networks of the founders, their earlier international experience and 

extraordinary risk-taking ability. The internationalisation process is no longer explained 

by a single knowledge-based factor, lateral rigidity, and therefore the globalisation 

process is a much more complex development (Junkkari 2000, 136).

4.3.2 Revised Framework for Born Global High-Quality Service Companies

In conclusion, the conceptual framework presented in Section 2.5 is revised based on 

the presented findings of the study (see Figure 16). The expected results are modified to 

reflect the empirical results, and the directions of dependency between the POM and the 

($)ICA dimensions are suggested. It should be noted also that due to studying two 

different categories of service companies (business-to-business and consumer services) 

the results are not homogeneous and with respect to validity, it should be kept in mind 

that the amount of case companies in both categories is only two.
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Figure 16. Revised Framework for Bom Global High-Quality Service Companies

Elements of Global Strategy

Globalisation 
Pattern of a Born 

Global Service 
Company

- Reduced 
importance of 
business distance

- Leapfrogging 
behaviour

- Importance of lead 
markets and market 
potential

Markets

- Innovative services 
from product- 
based lead markets

- Product 
development

- Innovative means 
of protection

Products

- Global customer 
segmentation

- Strong customer 
orientation

- Customer 
sophistication

Customer
Strategy

- Global, corporate 
brands

- Innovative 
marketing methods

- Branding 
co-operation

Branding

- No clear pattern 
identified

- Vety short domestic 
stage

- Early entry into co
operative stage

Operations

- Multiple channels 
from the outset

- High importance of 
the Internet and 
wireless networks

Distribution

Ability of Organisation 
to Implement a Global 

Strategy

■ Managerial Resources 
• Financial Resources

Service
Industries’

Globalisation
Drivers

I I Focus of the empirical study

Note! The solid arrows signify the dominant direction of dependency and the dotted arrows a less 
dominant dependency.
Note2! The entries in italics are new entries to the figure.
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The empirical findings confirmed the expectations concerning the innovativeness of the 

market offerings (Rennie 1993, 5; Oviatt & McDougall 1994, 47). In addition to being 

innovative and technology-based, the market offerings originate from a product-based 

lead market - Finland. Further, instead of engaging in pure modulisation of services, 

business-to-business service companies utilise product development methods in creating 

more concrete market offerings and facilitating the international technology and service 

transfer. This is logical, as hard services appear more suitable for global distribution. 

Finally, since the services can not be protected by proprietary means, especially the 

consumer service companies develop innovative means, such as co-operative branding, 

to safeguard and differentiate their market offerings.

Although the branding strategies of the companies studied diverge for the moment, the 

bom global service companies can be assumed to aim at developing single, global 

corporate brands to differentiate themselves from the competitors. As far as the 

consumer services are concerned, companies prefer at least initially branding co

operation. They wish to attach well-known brands to their market offerings to guarantee 

instantly high, global visibility. In these cases, the branding strategy can be said to 

partly determine the product strategy.

Due to complex and diverging selection criteria, no consistent pattem of operation mode 

utilisation could be identified. Further, domestic stages of the companies studied were in 

three cases virtually non-existent. Foreign direct investments (DIMOs and DIPOs) are 

made almost from the outset due to time constraints in establishing presence in 

important markets. In addition, founders’ risk-taking ability and reduced or non-existent 

lateral rigidity is reflected in the fast and broad-minded introductions of new operation 

modes. The holistic pattem of internationalisation was found to progress towards the co

operative stage faster than traditionally in order to compensate for the resource 

disadvantage of an SME.

Interestingly, three of four bom global service companies did not utilise single sales 

channels at all but established multiple channels directly. In two cases this was due to 

the simultaneous utilisation of the Internet and wireless networks (teleoperators). 

Further, the importance of the Internet was found very high. In fact, the Internet and the 

wireless networks were found to be prerequisites to the simultaneous introduction of 

services in several markets and consequently, rapid globalisation of these service
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companies. The distribution strategies of bom global service companies are quite 

closely linked with their operation strategies, and in some cases the distribution channel 

choices affect crucially the operation mode selection.

Business distance does not rule the market selection of bom global service companies. 

Bom globals leapfrog very early from Europe to multiple continents. The selection of 

markets is rather made on the basis of market potential and customer sophistication, 

meaning entries to customer-driven lead markets. In most cases the customer 

segmentation was done on a global basis, and the customer strategy formulation is 

followed by market strategy development. Finally, customer value is created by offering 

the customers with customised solutions or innovative and branded services.

Finally, due to high-quality nature of the service companies’ market offerings, attracting 

financing to operationalise the business idea has not been a difficult task. Venture 

capitalists can pick out a profitable and executable business relatively easy. 

Consequently, the level of financing has been on a level enabling the rapid 

globalisation. On the other hand, risk capital is needed to make the process fast, organic 

growth is not sufficient considering the expansion needs. What comes to managerial 

resources, risk-loving and broad-minded attitude are needed on behalf of the founders of 

bom globals to reduce the lateral rigidity and enable the fast globalisation process. 

Some earlier international experience and established networks facilitate the process.

4.3.3 Results of the Cross-Sector Analysis

In the following section, a brief overview of the five different bom global company 

groups is provided. A comparison is made between the results derived from the cross

case analyses of high technology manufacturers, high design companies, high-quality 

service companies, high know-how and high-quality system companies emphasising the 

reasons for any differences. A summary of the findings from all bom global sectors 

concerning POM-($)ICA model (Luostarinen 1996) is provided in Appendix 8.

Born Global Characteristics

According to the reviewed literature on bom global phenomenon (e.g. Rennie 1993; 

Knight & Cavusgil 1996; McDougall et al. 1994; Oviatt & McDougall 1994), the high 

technology manufacturers form the most traditional bom global category. However,
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bom global phenomenon could be identified also among high design, high-quality 

service, high know-how and high-quality system companies as assumed by Kirpalani 

and Luostarinen (1999). All the 20 case companies studied are listed in Table 11.

Table 11. Born Global Case Companies

Born Global 
Category Case Company Field of Operation ESTABLISHED

High
Technology

Biohit Oyj Liquid handling products 1988
Vaasa Control Oy Frequency converters 1993
Detection Technology Oy Silicon photodiodes, 

radiation detectors
1991

Terapixel Oy Photo masks 1990

High Design
Woodnotes Oy Interior design products 1987
Snowcrash Furniture and interior design 

products
1998

Animal Design Factory Oy Utensils 1997
Golla Oy Gift items and utensils 1994

High-quality
Services

AtBusiness Communications Oy Internet solutions, 
systems integration

1996

Nedecon Oyj IT consulting 1994
MatchON Sports Oy Mobile betting services 1999
RIOT Entertainment Mobile leisure services/ games 2000

High Know-
how

Solid Information Technology Data management and software 
synchronisation

1992

MadOnion.com Personalised web-services 1997
Single Source Oy Extended Enterprise Data 

Management System (EEDMS)
1997

SSH Communications Security Internet security software 1995

High-quality
Systems

Environics Oy Gas detection systems 1987
Taifun Engineering Oy Ltd Vacuum systems 1992
IMA Engineering Oy Ltd Quality control systems 1994
Softonex Oy Ltd Fire extinguishing systems 1990

Most of the companies studied within the five sub-studies on bom globals demonstrated 

good ability to create global visions. The high-quality system companies were divided 

into two categories of which the most specialised and focused companies had reached a 

globalisation degree close to 80 per cent while the rest were slowly globalising their 

operations with internationalisation degrees around 50 per cent and globalisation 

degrees of only some 10 per cent. A similar division was also identified among the 

high-quality business-to-business and consumer service companies. In case of system 

sales notable is the fact that the amount of intemational/global sales may radically 

change within one year, without any strategic plans or heavy marketing efforts. That is 

due to ad hoc projecting i.e. logic of following the customers as well as co-operating 

with global system integrators.
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Interestingly, the high know-how companies demonstrated very fast globalisation 

processes. In case of three know-how companies studied the globalisation degree of 

sales was over 50 per cent, reaching to the same level as among the high-tech 

companies. Finally, the high design companies were found to be the most European- 

oriented due to inherent characteristics of the design industry. Globalisation according 

to our definition is theoretically impossible as indicated by these companies. The 

companies studied exhibited globalisation degrees of 20 to 35 per cent by engaging only 

in exporting.

Product Strategy

Since the traditional product pattem of goods, services, systems and know-how 

(Luostarinen 1979) was originally developed for the manufacturing companies, it is not 

applicable as such to the other company categories. Thus, the high technology was the 

only sector to demonstrate a clear productpattem proceeding through goods and services 

to systems and know-how. All the other bom global company sectors studied were not 

able to exhibit any specific product pattem due to the specific nature of their market 

offerings.

Bom global high design companies produced only physical goods, since the less 

technological nature of the products does not require any value-adding services. The 

studied high-quality service companies logically introduced services as their first market 

offerings. High-quality system companies examined in the study offered advanced open 

systems exhibiting already the more mature stages of the traditional pattem. Finally, 

bom global high know-how companies sold know-how -based software products into 

which after-sales services were often attached.

Four out of five bom global company sectors studied were niche players selling unique 

market offerings for global markets. Only high-quality service providers operated on a 

broader segment, since the studied IT sector is still in a phase of change. Even the larger 

segments are being developed, and most likely only later niches can be identified. 

However, concentrating on a narrow business segment enables the companies from 

other company groups to focus their limited resources to their core competencies. As a 

matter a fact three of the company sectors, namely high-tech manufacturers, system and
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know-how companies consisting of niche players and innovators, actually created an 

industry shift by introducing totally new or substituting technologies to the markets.

According to the study on high technology manufacturers (Junkkari 2000), the trend 

within this particular field of business was towards modularisation. This holds true also 

in the case of know-how and system and some service companies studied. These 

companies manufactured a single standardised product that was later tailored according 

to the specific needs of the customers. Even though the customer base is becoming more 

homogeneous, local adaptation of the products through e.g. VAR channels is necessary 

in ensuring the suitability of the product for multiple purposes.

The fact that all the bom global company categories studied constantly develop new 

innovative market offerings for the global markets is reflected in the high level of R&D 

expenditure. In case of the high technology manufacturers, system and know-how 

companies studied the innovativeness of the companies led to an ability to develop 

technologically superior products. The sustainable competitive advantage of the service 

providers studied was, on the other hand, in some cases based on creative branding or 

service concepts rather than on mere superior technology. Since technological features 

to a large degree were not included into the design products, the competitive edge of the 

design companies studied originated from unique product ideas and designs.

Branding Strategy

The bom global company categories studied implemented different kinds of branding 

strategies. The only viable option for system and know-how companies studied was to 

create a single, global corporate brand. The marketing of these two company sectors is 

mainly targeted to industrial customers requiring a less resource-demanding branding 

approach, since the clientele of these companies is fairly homogeneous and carefully 

segmented. The overall branding strategy of these two company categories is based on 

one-to-one relationships and personal networks rather than advertising and marketing 

campaigns.

High technology manufacturers utilised both corporate branding as well as private label 

and OEM branding due to the division of the case companies in two separate groups, 

namely private end-users and business customers. Similar division was identified also in
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case of service companies, as business-to-business service companies opted for global 

corporate brands, and consumer service companies engaged in global branding co

operation utilising existing, well-established brands in order to differentiate their market 

offerings from the ones of the competitors. Among the high design companies studied a 

single, global corporate brand was found to offer the best solution. Since the product life 

cycle of market offerings is short and the threat of imitation is evident, it is important to 

have a global corporate brand, on which the customers can depend.

Among the design and know-how bom global companies studied building a brand 

and/or image was seen to be of major importance, especially in those cases where the 

Internet played a key role as a global distribution channel. Interestingly, the bom global 

system companies and some of the high technology manufacturers studied lacked a 

clear branding strategy. One possible factor explaining the management teams’ 

emphasis on branding issues (at least in the cases of consumer service and some know

how companies) can be that the management consisted of young and innovative 

managers who understand the value of a brand and insist on its creation. The more the 

management team consisted of technology-oriented people with long careers in different 

Finnish industry sectors, the less branding strategy was emphasised. It should be noted, 

however, that both high technology manufacturers and system companies studied had 

recognised a need and indicated their intention to build up a brand in the near future.

Operation Strategy

NIMOs were the most commonly used first foreign operation modes among the studied 

bom globals. Even though the earliest stage of the internationalisation process is similar 

for all five studied categories, the overall operation pattem development does not follow 

any clear or consistent pattern. Not only are there differences between the five company 

groups, but also within each group.

Interestingly, the studied high design companies operated almost solely through 

NIMOs. Export modes are logical since high design companies mainly outsourced the 

production in Finland. The impact of the nature of the market offering can be illustrated 

by the operations strategy of the system companies studied. Depending on the system 

supplier's expertise, the studied system companies sell either turnkey projects directly to 

the customers or their market offering to the integrators. Foreign direct investments are
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not a feasible alternative since all operations are ad hoc by nature and projects are 

therefore the preferred way of operating. Finally, when the studied high-quality service 

companies are considered, they did not show any clear pattern even though half of them 

started also with NIMOs. However, the intrinsic nature of the market offering is an 

explanatory factor behind the behaviour of this company group. Since the first-mover 

advantages are of utmost importance in this sector, the companies need to move fast, 

possibly introducing direct investments quite early, in order to occupy the most essential 

markets.

Luostarinen (1991) and Kirpalani and Luostarinen (1999) had made assumptions 

concerning the globalisation process of bom globals. One of the most important 

resemblances between the categories is the accelerated speed of the globalisation 

processes of the case companies. Even though several case companies had a domestic 

period, it was quite short or the company introduced its market offering simultaneously 

both in domestic and foreign markets. A significant explanatory factor behind the rapid 

internationalisation process in all the studied categories was the reduced lateral rigidity 

(Luostarinen 1979). This was due to, for example, founders’ earlier international 

experience and contacts (high-tech companies), the nature of the business (high design 

industry) or the time pressure (high-quality service companies). Also a niche strategy 

and small size of the home market drive companies to internationalise their operations. 

Especially in the high-design companies the stage of internationalisation has been 

affected by foreign inquiries (reactive) rather than by planned strategy (proactive).

As far as the holistic pattem (Luostarinen & Welch 1990) is considered, co-operation 

had a key role in all studied bom global industries. Especially in marketing and R&D, 

co-operation was used from very early on. The most important reason behind this 

phenomenon was the scarcity of resources (Ohmae 1989), which forces the companies 

to find creative ways to concentrate their resources on the core activities.

First, for the high technology sector, a common way to improve profitability and the 

market coverage of own products was to use OEM agreements. Second, in the system 

sector co-operation was needed in order to get necessary components, as the market 

offering of these companies is extensive. Third, the designers of the high design sector 

are usually freelancers and can be regarded as co-operation partners. Due to the nature 

of operations of the studied systems and high design companies, the two sectors did not
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have any inward operations. Moreover, the holistic globalisation patterns of all other 

company groups varied according to the company-specific circumstances. All holistic 

modes were applied simultaneously or in stages. Co-operation stage was the very first 

foreign operation of some know-how and high technology companies, even though it is 

considered to be the most developed and demanding of the holistic stages. As a 

conclusion, no common pattem of holistic globalisation stages could be identified for 

the five bom global categories.

Distribution Strategy

Due to the very dissimilar nature of the sectors studied, it proved to be impossible to 

indicate a distinctive common distribution strategy pattern for them. Considering 

previous literature (Gabrielsson 1999), it is important to notice that none of the studied 

bom global groups used hybrid distribution channels to any large extent. Despite the 

lack of evident connecting factors between the distribution strategies of the sectors, 

there were noteworthy characteristics within some industries. In addition, in the 

majority of the sectors studied it was common that multiple channels were adopted 

relatively rapidly.

The studied high technology, high-quality service and system companies followed 

noteworthy patterns. The first company group moved from a single channel method to 

multiple channels, the three service companies used multiple channels from the outset 

and the system companies operated solely through a single direct channel. It can 

therefore be concluded that the nature of the market offering clearly affects the selected 

distribution strategy. For example, a single, direct channel is the only possible for the 

system companies due to the project nature of their market offerings and the need for 

direct customer contact. Distribution co-operation is also of utmost importance among 

system companies. The role of channel partners is large, since the selling agents 

function as a channel to the important agreements. In addition, co-operation with 

integrators opens the access to their existing channels.

The importance of distribution as a part of the overall corporate strategy is further 

illustrated by the fact that for the high design and high know-how companies studied and 

most customer service companies, operation mode selection was dominated by the
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distribution strategy decision. Among the high design companies this can be explained 

by the difficulty in gaining access to the main distribution channels.

The studied high design and high know-how companies are the two groups that did not 

illustrate any clear patterns in their distribution strategies. The former companies used 

both direct and indirect distribution methods as well as single and multiple sales 

channels, therefore lacking a pattern. Half of the studied companies in the high know

how group used multiple channels and the other half of the companies relied on indirect 

channels and sold through VARs. The major advantages of the VARs are that they can 

offer the required modifications of the market offerings to the final customers and 

improve the market coverage of the companies’ product offerings while saving the 

scarce resource pool of a bom global.

The Internet plays a central role in the distribution strategies of the most of the studied 

high technology, high-quality service and high know-how companies. Especially, for the 

customer service companies providing mobile or wireless services, the Internet and 

wireless networks are a prerequisite for the globalisation of the company. In case 

services could not be standardised and transferred through these electronic channels, 

service companies could not globalise to the degree they currently do. In addition, some 

studied high design companies have also started to explore the possibilities of the 

Internet as a global and relatively inexpensive sales channel. Therefore it can be said 

that only systems sector has so far decided not to use the Internet as a distribution 

channel but this can be explained by the nature of its market offering.

Market Strategy

Market potential was the single most important factor determining markets to be entered 

among the companies studied. The existence of niche markets and geographically 

dispersed market potential caused leapfrogging behaviour (Kirpalani & Luostarinen 

1999), which was found common among the bom globals studied. Whereas the high 

technology manufacturers entered product-based lead markets in a random order, the 

high-quality service companies studied prioritised customer-driven lead markets 

(Jeannet & Hennessey 1995) due to customers’ importance in creating successful 

market offerings. High-quality system companies implemented ad hoc projecting, 

whereas high know-how companies sometimes followed large established players in
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their market entry decisions. Furthermore, high design companies escalated purely 

according to the interest of customers, realising emerging strategies instead of strategic 

thinking.

Importance of lead markets (Jeannet 1986; Jeannet & Hennessey 1995) for learning and 

product development was emphasised by high-quality service and high-quality system 

companies. Especially for the service companies, advantage based on first-mover 

position was found crucially important. In addition, industry specific factors like 

standards and legislative environment were found to have an impact on market 

strategies of both of the company groups. One explanation can be found from the 

industries represented by the case companies. Whereas the system companies originated 

from well-established Finnish branches like marine technology, the service companies 

exploited the opportunities of the new Finnish flag carrier, telecommunication sector. 

The technological sophistication of markets had a decisive impact on the market 

strategy of high know-how companies studied, as also among the high technology 

manufacturers. The two latter groups also recognised a common lead market, namely 

the US, in which their main competitors were located. Consequently, it was required 

also for them to be present in that market.

Majority of the companies studied had only advanced to countries with medium 

business distance (Luostarinen 1979). Nevertheless, it should be emphasised that 

generally this position was reached very quickly, even from the inception. The 

predominant line was that the operations of bom globals’ covered several continents 

within a few years of establishment, which supports the maturity of market strategies of 

the companies studied. A couple of case companies representing high technology and 

high design sectors had operations in markets classified as cool or cold during the 

period of this study.

To sum it up, the conventional market entry pattem of stages model was found to hold 

true across the categories. However, the companies proceeded towards more distant 

markets at an accelerated pace, but business distance as such does not explain the 

market expansion strategies of the companies studied. Rather a multitude of criteria that 

strongly reflects the nature of specific industries - and consequently the market 

potential - is used when selecting the markets for the global escalation.
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Customer Strategy

All the other company categories, except high-quality service companies, implemented 

a niche strategy that also influenced the respective market and customer strategy 

decisions. Consequently, the critical mass for the market offerings of high technology, 

high know-how, high design and high-quality system companies was attained only 

when several continents were targeted simultaneously. However, also the service 

companies studied performed their customer segmentation on global scale, mainly due 

to global market opportunities and a broad-minded attitude of the management. Some of 

the service companies studied were very young producing new segment -forming 

innovations, which may influence the findings. The niche marketers presumably 

understood their niches’ needs so well that they were able on one hand to educate 

customers like high-quality system companies did, but on the other hand also create 

completely new needs, as did both the high technology and high know-how companies.

Common for the company groups was a strong customer orientation. Across the 

industry sectors, the competitive organisations were continually seeking ways to 

increase the effectiveness and efficiency of their interaction with customers. Several 

types of interactions were critical to business success. The studied high know-how 

companies established sales subsidiaries close to customers, whereas high-quality 

service companies and high design companies desired to be present in customer-driven 

lead markets. Finally, high-quality system companies studied created deep personal 

relationships and high technology manufacturers served as innovation assets for 

customers.

The studied bom globals mostly served industrial customers on a global scale. This is 

mostly due to the high technology content of the products and services offered by the 

case companies. This fact on one hand clearly increases the demanded level of customer 

sophistication, and on the other hand implies that the market offerings come close to 

being process devices, rather than consumer durables. This assumption is supported by 

the fact that the high design companies studied identified private consumers as their 

main customer group and their market offerings are assumed to be simpler and have a 

relatively smaller dollar value per unit, compared to other categories.
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Even though the customer preferences were second to nothing with respect to customer 

strategies of the companies studied, comparing the high design companies to the other 

groups highlights the difference in the customer approaches. Where as the customer 

value of design products was embodied in the prestige that is obviously attached to a 

design product itself, for the other company categories, the customer value was created 

by means that added some features to the actual product or service offered, such as 

assembly, training or pure convenience. This drive toward solutions together with 

novelty of products contributed to the need for additional service-like features and thus, 

accumulated customer value.

Due to the implementation of niche strategies, and in case of high-quality service 

companies the attractiveness of global market potential, it can be concluded that the 

decisions in customer strategies of the bom global companies studied indeed preceded 

the market strategy related decisions.

Financial Resources

Two factors appeared to influence the ability of a bom global to raise funding. These 

criteria are however not only applicable to bom globals but other start-ups as well. First, 

the more tangible and consequently more easily demonstrated the market offering, the 

easier it was to attract financing. Second, the more promising the business sector was 

(e.g. the IT sector) the easier it was then to catch the attention of venture capitalists. 

Venture capitalists facilitated the globalisation process of especially the service and 

know-how bom globals, due to the fact that most of these companies originated from the 

IT sector. High-tech manufacturers as well as system bom globals (and to some degree 

also know-how companies) were able to benefit from start-up funding from public 

sources. This funding was available due to the high-tech nature of the market offerings.

In general, the bom globals studied had no difficulties in raising funding - the only 

exception being the high design companies. This is due to the fact that design business 

is not generally recognised as a profitable or secure industry in which to invest. 

Consequently, the ability to implement global strategies has been restricted within the 

high design sector, but within other company categories this ability has not been 

affected by insufficient financial resources.
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Managerial Resources

The main driving force behind the unorthodox behaviour exhibited across the different 

bom global company categories was found to be the founders and the management 

teams. The leading group included either internationally experienced or otherwise 

broad-minded people, probably with an entrepreneurial background. Together with the 

perceived time pressure to commercialise the innovation led to reduced lateral rigidity 

in decision-making (Luostarinen 1979). The founders and managers considered and 

accepted unknown alternatives, which may account for untraditional utilisation orders 

of, for instance, different operation modes. Whereas the high technology manufacturers 

and system companies relied on longer term international experience, the know-how and 

service companies mostly were led by young and enthusiastic innovators of the novel IT 

sector. Especially among the system companies, experiential experience of the 

complicated market offerings is required. In more recently developed sector, such as the 

IT sector, the founders of companies are younger.

All in all, the more internationally experienced and oriented or bold the management of 

bom globals, the faster and more creative processes of globalisation the companies 

demonstrated. This finding is supported by the fact that the most inexperienced founders 

and managers were found among the high design companies. These companies are often 

led by designers with less business oriented views and consequently less enthusiasm 

towards globalisation endeavours. What was found to facilitate the global expansion, 

were the prior established personal or business networks.
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5. CONCLUSIONS

5.1 Summary

In the introduction of this study a research gap was presented addressing the lack of 

research on the globalisation of small and medium-sized companies originating from 

small and open economies and in particular the absence of research on the globalisation 

of high-quality service SMEs. The specialisation area proved to be very interesting due 

to these gaps not only in globalisation of SMEs but also in globalisation of service 

SMEs. It was assumed that some service SMEs in the high-quality sector face strong 

globalisation pressures consequently leading these companies to deviate from the 

mainstream pattern of internationalisation. However, due to intrinsic dissimilarities 

between products and services, the internationalisation pattern of service companies 

would presumably be different after all. As a result, the following research problem was 

formulated for the study: How do the managers of bom global high-quality service 

companies globalise their operations rapidly with limited financial and managerial 

resources?

Considering the research problem, the objective of the study was to explore the 

globalisation strategy patterns of bom global high-quality service companies and to 

analyse how and why they deviate from the traditional mainstream pattem of 

internationalisation identified for manufacturing companies. In the light of this objective 

the following research questions were set for the study:

1) What product, operation and market strategy patterns are common to bom 

global high-quality service companies and why?

2) How does the holistic pattem of inward, outward and co-operative operation 

modes of bom global high-quality service companies differ from the 

mainstream one and why?

3) What are the key elements of branding, distribution and customer strategy of 

bom global high-quality service companies and how do they interact with the 

product, operation and market strategies respectively?
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Finally, a concluding question was formulated for the research project as a whole:

4) How do the high-quality service companies differ from the other bom global 

company groups in respect to the above mentioned questions? (major aspects)

Next, a review of relevant literature was done. Traditional internationalisation models in 

general and the company level stages models in particular, especially the model 

developed by Luostarinen (1979), were discussed. Related to possible deviations from 

the mainstream pattem of internationalisation demonstrated by newly established 

companies e.g. bom globals, also revisions and criticism of the company level pattem of 

internationalisation were reviewed.

The existing literature on the bom global phenomenon was examined next. The articles 

on this phenomenon sketched an outline of a bom global company as being young and 

small, growing fast, having flexible strategies and strong customer focus. In addition, 

these companies produce unique and innovative products or services utilising cutting- 

edge technologies, and these sales objects are commercialised early in lead markets. 

Further, the companies are usually founded by entrepreneurs who are visionaries with 

high risk-taking ability. Strong reliance on global networks and alliances usually 

compensates for the resource disadvantages of these SMEs.

Since the traditional research on internationalisation concentrates mostly on 

manufacturing and not service companies, a review of service companies’ 

internationalisation processes and strategies was composed next. Due to being a 

relatively unstudied topic, globalisation literature particularly on service companies was 

not easy to find. However, in this section differing opinions of whether the 

internationalisation strategies and patterns of manufacturing companies are applicable to 

service companies were presented. Following, literature on the global marketing 

elements (branding, distribution and customer strategies) related to product, operation 

and market strategies respectively was examined and discussed.

The reviewed literature was finally integrated into a conceptual framework 

complemented with a discussion about the main expected results of the study (see 

Section 2.5 and Figure 7). All the literature reviewed was used to revise the traditional 

POM strategies and to identify the key elements of the branding, distribution and
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customer strategies of bom global high-quality service companies. In addition to the six 

elements of global strategy, the framework included two factors influencing the ability 

of an organisation to implement a global strategy. The two factors were financial and 

managerial resources possessed by a high-quality service bom global.

In the empirical part of the study, a screening of the FIBO 1996 database consisting of 

357 industrial companies was carried out first. This screening was done for the purpose 

of testing the ‘bom global criteria’ to be used in the selection of case companies. The 

selected and studied cases were business-to-business companies AtBusiness 

Communications Oy and Nedecon Oyj, and consumer service companies MatchON 

Sports Oy and RIOT Entertainment.

Then, the bom global characteristics, product, operation and market strategies, the key 

elements of branding, distribution and customer strategies and the degree of financial 

and managerial resources were described and analysed separately for all the four case 

companies. Finally, the findings were combined in a cross-case analysis and a revised 

framework integrating the findings of the study was formulated (see Section 4.3.2 and 

Figure 16). The POM strategies identified for the bom global high-quality service 

companies are presented in Figure 17.

As expected, the product, operation and market strategies of bom global high-quality 

service companies do vary from the mainstream internationalisation pattern. Logically, 

there is no specific product pattern, since service providers produce and sell mainly 

services only. Hard services (Erramilli 1989) as global market offerings were found to 

dominate compared to soft services, which are not exportable. The services are globally 

competitive (i.e. of high-quality) since they originate from product or process-related 

lead markets of their sectors. Neither for operation modes could a clear pattem be 

identified, but distribution strategies were found in some cases to determine the 

operation strategies, since the distribution strategies of the companies as a whole 

constitute an important part of the business model. What comes to market strategies, the 

selection was foremost based on market opportunities, location of customer-driven lead 

markets, but also on industry-specific factors and restrictions of the local environment. 

Most of the high-quality service companies studied were found to leapfrog very early 

from Europe to multiple continents. Therefore, the order of market entries identified
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(hot —> warm —> medium) may in fact appear the traditional. However, the market 

selection was not based on business distance.

Figure 17. POM Patterns of Born Global High-Quality Service Companies

Product

Operation

Hard services dominate

Market

No regular pattem identified, distribution as a driving strategy

l.Hot 2. Warm 3. Medium 4. Cool 5. Cold

Markets according to market opportunities and lead markets

Mainstream pattem

The high-quality bom globals deviated also from the holistic mainstream pattern of 

internationalisation. (See Figure 18.) Some of the studied bom globals had no domestic 

stage, since their market offering (exportable hard service) is targeted to other markets 

than Finland and rapid entry into those markets was crucially important. The process 

towards co-operation stage was identified to be faster than that of the traditional, 

internationalising companies. Further, the rapid progression is due to bom globals’ and 

need to engage e.g. in marketing or technology development co-operation to supplement
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their insufficient resources and to gain competitive edges. Some companies even 

incorporated co-operation as an inherent part of the business model.

Figure 18. The Holistic Internationalisation Pattern of Born Global High-Quality 
Service Companies

1. Domestic 2. Inward 3. Outward 4. Co-operation stage

1. Domestic (a very short period)

2. Inward, Outward and Co-operation stages (almost simultanously)

____ Mainstream pattern

The key elements of branding, distribution and customer strategies of bom global 

service companies were identified next. In addition, the direction of interaction between 

the product, operation and market strategies and branding, distribution and customer 

strategies respectively was suggested (see Figure 16 on Section 4.3.2). The strategies as 

well as directions of influence were found to differ between the business-to-business 

(AtBusiness Communications and Nedecon) and consumer service companies 

(MatchON Sports and RIOT-E). The consumer service companies engaged extensively 

in branding and other marketing co-operation, whereas the business-to-business service 

companies relied more on establishing corporate brands and trustworthy image. The 

distribution strategies of bom global companies determined at large the operation 

strategies. Unlike traditionally, three of the companies were found to utilise multiple 

channels from the outset. In addition, in some cases new distribution channels (the 

Internet and wireless networks) were found to be prerequisites of the rapid globalisation 

process as well as simultaneous market entries. What comes to customer strategies, 

segmentation was performed on a global level and the customer strategy was found to
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drive the market strategy. Moreover, an important, influencing factors in the market and 

customer strategies alike are the customer-driven lead markets. (See Figure 19.)

Figure 19. The Global Marketing Strategies of Born Global High-Quality Service 
Companies

Branding

Distribution

Customer

1. Single, global corporate brand from the outset or 
1. Branding co-operation 2. Own, single, global corporate brand

Segmentation on a global level. Strong customer orientation, 

Entry into customer-driven lead markets.

One single important influencing factor explaining the untraditional patterns of bom 

global companies is the reduced lateral rigidity (Luostarinen 1979). The founders and 

managers of bom globals are experienced in international business, have experiential 

knowledge in foreign countries and cultures, have international education or personal 

contacts and belong to global networks, or simply are young, brave and broad-minded 

towards new, unknown alternatives. What further reduces the lateral rigidity is the time 

pressure the management perceives in trying to commercialise the innovation. They, 

unlike traditionally, consider and accept unfamiliar alternatives to globalise the 

operations rapidly, which may then account for untraditional utilisation orders of e.g. 

different operation modes. Consequently, very young companies have already after 

some months of operations reached mature stage on the operation dimension and are 

reaching mature stage on the market dimension too. On product dimension, however, it 

is highly unlikely that these service companies will ever start selling systems or know

how and reach mature stage.
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What comes to receiving funding, bom global service companies studied have 

experienced no problems in attracting it from venture capitalists or through initial public 

offering. What has also influenced the ability to find funding is the business sector in 

which the studied companies operate, namely IT sector, which experienced a boom in 

the late 1990’s and early 2000.

Finally, a cross-sector analysis was prepared comparing the results derived from the 

cross-case analyses of high technology manufacturers, high design companies, high- 

quality service companies, high know-how and high-quality system companies (see 

Appendix 8). The high technology manufacturers form the most traditional bom global 

category, but especially high know-how companies studied demonstrated very rapid 

globalisation, too. The studied high-quality service and system providers were equally 

global, but less than high-tech or know-how companies due to intricacies of the market 

offering. The slowest group to globalise was found to be the high design companies, 

since the design industry is actually very European-oriented.

5.2 Evaluation of Contributions

The widespread research on internationalisation has quite extensively concentrated on 

explaining the internationalisation processes of large manufacturing companies 

originating from large countries. In fact, the internationalisation of service companies 

has begun to wake research interest only quite recently even in Finland, which belongs 

to the forerunner countries of the research of services. Furthermore, the previous 

discussion on the bom global phenomenon has to a large degree (except e.g. 

Luostarinen 1991; Luostarinen et al 1994; Kirpalani & Luostarinen 1999) concentrated 

either on companies operating in the high-technology sector or companies from larger 

countries (e.g. Rennie 1993; McDougall et al. 1994) - or even combining both of these 

characteristics.

Considering the lack of studies on internationalisation of SMOPEC-origin service 

companies, studying globalisation strategies of these service companies would have 

already contributed to the international business research. However, this study was 

aimed at studying the globalisation strategies of bom global small and medium-sized 

high-quality service companies originating from a SMOPEC country (Finland), taking a
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step further. Undoubtedly, the start-ups in the high-technology sector still comprise the 

dominant bom global sector. However, the recent technological developments and the 

emergence of new electronic distribution media have given rise to a new, important 

category of bom global service companies in the high-quality segment. Accordingly, the 

main contribution of the study to the international business literature is the exploration 

of the novel bom global phenomenon among high-quality service companies in Finland. 

Moreover, the study provides a broad, exploratory view of the globalisation of service 

bom globals on six dimensions: product, branding (promotion), operation, distribution, 

market and customer strategies (Luostarinen 1996), all of which were explored on four 

Finnish case companies.

This study confirms some of the earlier assumptions made of bom globals (Luostarinen 

1991; Kirpalani & Luostarinen 1999). Most importantly, high-quality service bom 

globals were found not to globalise according to the slow, mainstream pattern of 

internationalisation, but some jump straight from domestic markets to the global arena. 

This finding is against the conclusion of Majkgård (1998) that the internationalisation of 

service companies is a path-dependent, time-consuming process building on company- 

specific experiential experience. However, the findings of the study confirm that the 

logic of the POM model (Luostarinen 1979) is applicable also to bom global service 

companies with some adaptations. First, the product pattern could reflect the tangibility 

of the market offering starting from exportable hard services progressing towards more 

intangible, soft services. Second, operation mode pattern reflects the exportability of the 

market offering, but depends also on several internal, company-specific factors and 

external, industry-specific factors. Finally, the mainstream market pattern is likely to 

identify leapfrogging behaviour from one continent to another resembling the order of 

business distance by Luostarinen (1979).

As far as the consumer service companies are concerned, the electronic distribution 

media has not only facilitated but in fact enabled the fast globalisation of electronic 

service providers, since export modes can be utilised to transfer hard services. 

Moreover, it was surprising to notice that none of the service companies studied 

operated in a small niche. Thus, niche strategy was not a driving strategy behind the 

rapid globalisation process of these companies, which is against the assumptions made 

of bom globals (e.g. Majkgård & Sharma 2000) and of globalising Finnish companies in
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general (Luostarinen 1991). However, the lead market concept (Jeannet 1986; Jeannet 

& Hennessey 1995) was found crucially important enabling the formation of bom 

global service companies (product-based lead market) and also in explaining the market 

selection of these companies (customer-driven lead markets). Originating from a lead 

market makes it possible for a service company if not to create industry shifts as such, at 

least to introduce pioneering concepts. Nevertheless, due to the fear of imitation, the 

most critical challenge of bom global high-quality service companies is time pressure.

Service companies face a drawback of not being able to protect their innovations by 

proprietary means. Interestingly, the consumer service companies were found to utilise 

co-operative branding strategies to differentiate and also to protect their market 

offerings as well as to conserve scarce resources. Also other co-operative operation 

modes are utilised extensively (e.g. Kirpalani & Luostarinen 1999) but in fact co

operation as a way of conserving resources is included often already in the business 

model of a bom global service company. Hence, the co-operation stage (Luostarinen & 

Welch 1990) is entered quite soon, almost simultaneously with the other holistic stages.

Knowledge-based factors were found to contribute to the unique behaviour of bom 

globals. One single important influencing factor explaining the untraditional patterns of 

bom global companies is the reduced lateral rigidity (Luostarinen 1979). The 

internationally experienced and connected or young and broad-minded founders and 

managers of the bom globals studied consider and accept unknown alternatives, unlike 

managers laterally rigid in their decision-making, when placed in a time pressure, which 

is concluded to account for untraditional utilisation orders of e.g. different operation 

modes.

Finally, the Bom Global project group as a whole has made a contribution to the 

international business literature by analysing five bom global company groups in 

Finland (high technology manufacturers, high design, high-quality services, high know

how and high-quality system companies) and preparing a cross-sector analysis among 

these categories.
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5.3 Managerial Implications

Beginning from the product strategy, a globalising service company should try to take 

an advantage of the Finland’s product-based lead market position in some sectors, for 

instance mobile technology and mobile mobile services. A service provider is usually 

unable to protect services by proprietary means, but a pioneering position helps in 

creating awareness and prevents (or at least delays) disadvantages of imitation. A 

sustainable competitive advantage, as well as the necessary first-mover advantages, can 

be attained also by entering customer-based lead markets, which are especially 

important in the service sector in assuring the service acceptability. In addition, a 

company can benefit from the ability to make strategic shifts in other markets by being 

present in the lead market and knowing its latest developments.

Related to protection of the service offering it is recommendable to seek for ways to 

differentiate the service from others. One suitable method in the consumer service 

sector is to take advantage of branding co-operation by attaching established and well- 

known brands to the market offering. In addition to being an innovative way to protect 

the services, this is actually one the ways to create high-quality services. The 

established brands or for instance movie titles facilitate the creation of awareness and 

attract users to try the service. In case of business-to-business services, the building of 

trust is of utmost importance. It is recommended that a company invests resources in 

building a consistent, global corporate brand. The trust is more likely to be attached to 

it, as services traditionally do not lend themselves for individual branding.

Although none of the companies studied followed a niche strategy, and some even opted 

for entry into the MNE business area (Luostarinen 1994) comprising of large, 

established players with extensive investment capabilities, a well defined niche could 

also provide a shield against competitors. In fact, founders should consider carefully, 

whether it is realistic in the long run to enter a MNE business area, instead of 

concentrating on a more secure niche segment, which is too small for larger 

competitors. As the established competitors become aware of the potential bom by the 

sector and start to build interest in it, the most likely option for the SME owners is to 

give up and sell the business (Kirpalani & Luostarinen 1999, 11). However, in a smaller 

segment, a company could develop its competencies somewhat more securely and most 

likely more slowly reducing the initial financing needs and the extreme time pressure.



r

Next, in order to preserve its scarce resources, a service SME could benefit from 

incorporating co-operation from the outset as an inherent part to its business model. 

Also the product life cycle of services is relatively short, especially in the studied sector, 

which is experiencing a constant change. Therefore, resources are needed in the core 

areas to constantly develop novel concepts, in order to sustain and create competitive 

edges. As the resources of an SME are limited, co-operation in general provides a 

suitable way to complement for this insufficiency. Although recommendable, co

operation is the most demanding mode of operation. Consequently, it is recommendable 

to develop a co-operation strategy with clear-stated objectives, guidelines and co

operation areas. For instance, especially in the consumer business sector large amounts 

of resources are required to be invested into marketing. An innovative service SME can 

benefit from a co-operation agreement with a larger company or a distributor leaving 

the marketing investments to them. Such arrangements call for an innovative revenue 

logic, which benefits also the co-operation partner.

The study presents several success factors concerning the pace and degree of 

globalisation. As also suggested by McDougall et al. (1994, 470) the most appealing 

financing targets for venture capitalists are entrepreneurs with global vision, 

international business competence and an established international network. The 

management should keep in mind that in addition to these qualities, the venture 

capitalists are in search for execution power. Considering that in the service sector it is 

even more difficult to attract funding due to the intangible nature of the market offering, 

such competencies or networks should be seized by employing capable and experienced 

people to the management team or the board of directors. Since financing constitutes the 

most crucial resource of a start-up, the management of a service SME should pay 

attention to successful attraction of capital keeping in mind the mentioned criteria.

Finally, time pressure was found to be the largest challenge among the globalising 

service SMEs. In order to conserve the scarce resources, an SME must prioritise the 

introduction order in which to invest in different business functions. By developing a 

strategy and prioritising the investment objects, a company can secure an optimal 

expansion (Kirpalani & Luostarinen 1999,12) path towards successful global presence.
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5.4 Suggestions for Future Research

Due to the fact that the present study was exploratory by nature, several globalisation 

strategies were studied. Also, due to the extensive nature of the study none of the 

strategies were studied in detail. Therefore, it would be useful to study each of the 

strategies again, now more in depth. Especially, with respect to high-quality consumer 

service bom globals, the marketing aspects in general and innovative branding strategies 

(promotion) in particular would serve as interesting research topics. Additional 

interesting topics related to organisational behaviour include the decision-making 

process of the broad-minded entrepreneurs and the effect of the extreme time pressure 

on this process. Furthermore, it could be studied, what long-term - negative or positive 

- effects does the initially used ‘tactic of the Huns’ have on the company’s 

performance? ‘Tactic of the Huns’ here is used to refer to extremely rapid globalisation 

process during which a company penetrates countries aggressively having no time to 

evaluate thoroughly different strategic choices.

Next, distribution strategies were found to influence the operation mode selection of the 

service bom globals. Further, the Internet and the wireless networks facilitated the 

global transfer of hard services, whereas non-exportable soft services were 

understandably more difficult to transfer globally. Consequently, it would be interesting 

to make a comparison between the sales channel strategies of soft and hard service 

producers investigating in-depth the reasons for any differences. This topic could also 

include all the five bom global company groups to contrast all the strategies utilised 

among them.

Moreover, since high-quality service bom globals were found to resort to co-operation 

modes early in their existence, a possible research topic could be to concentrate on 

studying the use of these modes. It would be interesting to analyse the benefits and 

drawbacks deriving from the utilisation of the co-operation modes (probably from 

inception) and investigate how a bom global service company can succeed in operating 

with a possibly much larger, established company as an alliance partner. Related to co

operation, one could also delve into studying the importance of business and personal 

networks in defining the success of bom global companies.
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Although briefly touched upon, a further research could concentrate on studying what 

really are the globalisation drivers of bom global service companies. In addition, since 

traditional service companies do not usually consider globalisation as a realistic strategy 

to be followed from inception, what ultimately is the key enabling the bom global 

service companies to globalise? This topic would take the research further, since the 

present study explored only what strategies were used and why.

As soon as a necessary frequency of bom global service companies can be identified in 

Finland, it is recommended, although a demanding and time-consuming process, to 

carry out a quantitative research covering a larger sample of service bom globals and 

develop a mainstream globalisation process model from the results.

Since the lead market concept (Jeannet 1986) was found important in explaining the 

globalisation of high-quality service bom globals, it would be engrossing to research the 

importance of lead markets, both product-based and customer-driven, on creating and 

sustaining the competitiveness of bom globals in general and high-quality service bom 

globals in particular.

Finally, as the bom global phenomenon is quite recent, the most obvious starting point 

in initiating the research was the unique globalisation process of these companies. 

Flowever, the phenomenon is fascinating in other respects as well. In addition to an 

international business theory point of view, the phenomenon could be studied by 

applying, for instance, entrepreneurship theories. Considering the management 

capabilities required to succeed in globalising such a company, this approach would 

bring in valuable information, from an entrepreneur’s viewpoint.

176



REFERENCES

Aaker, D.A. 1992. The Value of Brand Equity. Journal of Business Strategy, July- 
August, Vol. 13, No. 4. 27-32.

Aharoni, Y. 1966. The Foreign Investment Decision Process. Boston, MA; Harvard 
University, Division of Research, Graduate School of Business Administration.

Alahuhta, M. 1990. Global Growth Strategies for High technology Challengers. Acta 
Polytechnica Scandinavica, Electrical Engineering Series No. 66. The Finnish Academy 
of Technology, Helsinki.

Aliber, R.Z. 1984. International Banking. A Survey. Journal of Money, Credit and 
Banking, Vol. 16, No. 4. 661-712.

Almor, T. 1999. Global Pioneering: The case of small, knowledge-intensive Israeli 
firms. Proceedings of the Annual Meeting of the European International Business 
Association. Manchester, United Kingdom.

Andersen, O. 1993. On the Internationalisation Process of Firms: A Critical Analysis. 
Journal of International Business Studies, Vol. 24, No. 2. 209-232.

Anderson, E. & Day, G. & Kastun Rangan, V. 1997. Strategic Channel Design. Sloan 
Management Review, Summer. 59-69.

Annual Report of Nedecon - Network Development Consulting Oyj 1999.

Ansoff, I.H. 1965. Corporate Strategy. Harmondsworth.

AtBusiness Communications Oy homepages on the World Wide Web: 
www.atbusiness.com. March 28th, 2000.

Autio, E. & Yli-Renko, H. 1998. New, Technology-based Firms in Small Open 
Economies - An Analysis based on the Finnish Experience. Research Policy 26, 
Elsevier Science B.V. 973-987.

Bartlett, C.A. & Ghoshal, S. 1989. Managing Across Borders: The Transnational 
Solution. Harvard Business School Press, Boston.

Bell, J. 1995. The Internationalisation of Small Computer Software Firms. A Further 
Challenge to “Stage” Theories. European Journal of Marketing, Vol. 29, No. 8. 60-75.

Bilkey, W.J. & Tesar, G. 1977. The Export Behaviour of Smaller Sized Wsconsin 
Manufacturing Firms. Journal of International Business Studies, 8. 93-98.

Boddewyn, J.J. & Halbrich, M.B. & Perry, A.C. 1986. Service Multinationals: 
Conseptualisation, Measures and Theory. Journal of International Business Studies, 17. 
41-58.

Bradley, F. 1991. International Marketing Strategy. Prentice-Hall, New York.

177



Brännback, M. 1997. Is the Internet Changing the Dominant Logic of Marketing? 
European Management Journal, Vol. 15, No. 6. 698-707.

Buckley, P. & Ghauri, P. (eds.) 1993. The Internationalization of the Firm: A Reader. 
The Dryden Press, London.

Buckley, P. & Newbound, G.D. & Thunvell, J. 1979. Going International - The Foreign 
Direct Investment Behavior of Smaller U.K. Firms. In Mattsson, L.G. & Wiedersheim- 
Paul, F. (eds.). Recent Research on the Internationalization of Business. Proceedings of 
the Annual Meeting of the European International Business Association. Uppsala, 
Sweden.

Buckley, P.J. & Pass, C.L. & Prescott, K. 1992. The Internationalisation of Service 
Firms: A Comparison with the Manufacturing Sector. Scandinavian International 
Business Review, 1.39-56.

Burgers, W.P. & Hill, C.W.L. & Chan Kim, W. 1993. A Theory of Global Strategic 
Alliances: The Case of the Global Auto Industry. Strategic Management Journal, Vol. 
14, No. 6. 419-432.

Carman, J.M. & Langeard, E. 1980. Growth Strategies for Service Firms. Strategic 
Management Journal, 1. 7-22.

Cavusgil, S.T. 1980. On the Internationalization Process of Firms. European Research, 
8. 273-281.

Cavusgil, S.T. 1984. Differences Among Exporting Firms Based on Their Degree of 
Internationalisation. Journal of Business Research, 12. 195-208.

Cespedes, F.V. & Corey, E.R. 1990. Managing Multiple Channels. Business Horizons, 
July-August. 67-77.

de Chematony, L. & Dali’Olmo Riley, F. 1999. Experts’ Views About Defining 
Services Brands and the Principles of Services Branding. Journal of Business Research, 
Vol. 46, No. 2. 181-192.

Collins COBUILD English Language Dictionary 1994. Harper Collins Publishers, 
England.

Czinkota, M.R. 1982. Export Development Strategies. Preager Publishers, New York.

Dahringer, L.D. 1991. Marketing Services Internationally: Barriers and Management 
Strategies. Journal of Services Marketing,Vol. 5, No. 3. 5-17.

Datta, Y. 1996. Market Segmentation: an Integrated Framework. Long Range Planning, 
Vol. 29, No. 6. 797-811.

Davidow, W.H. & Uttal, В. 1989. Service Companies: Focus or Falter. Harvard 
Business Review, July-August. 77-85.

178



Denis, J.E. & Depelteau, D. 1985. Market Knowledge, Diversification and Export 
Expansion. Journal of International Business Studies, Fall, Vol. 16, No. 3. 77-89.

Dunning, J.H. 1980. Toward an Eclectic Theory of International Production: Some 
Empirical Tests. Journal of International Business Studies, Spring/Summer. 9-31.

Dunning, J.H. 1981. International Production and the Multinational Enterprise. 
London, George Allen & Unwin.

Dunning, J.H. 1993. Multinational Enterprises and the Growth of Services: Some 
Conceptual and Theoretical Issues. In Dunning, J.H. (ed.), Transnational Corporations 
in Services. Routledge, London.

Edvinsson, L. 1983. The Development of Service Export - An Overview of the 
Development and Some Critical Factors. Research Report No 13. University of 
Stockholm, Sweden.

Eisenhardt, K. 1989. Building Theories from Case Study Research. Academy of 
Management Review, Vol. 14, No. 4. 532-550.

Eisenhardt, K.M. & Schoonhoven, C.B 1996. Resource-based View of Strategic 
Alliance Formation: Strategic and Social Effects in Entrepreneurial Firms. Organisation 
Science, Vol. 7, No. 2. 136-150.

Erramilli, M.K. 1990. Entry Mode Choice in Service Industries. International 
Marketing Review, Vol. 7, No. 5. 50-62.

Erramilli, M.K. 1991. The Experience Factor in Foreign Market Entry Behaviour of 
Service Firms. Journal of International Business Studies, Vol. 22, No. 3. 479-501.

Erramilli, M.K. 1992. Influence of Some External and Internal Environmental Factors 
on Foreign Market Entry Mode Choice in Service Firms. Journal of Business Research, 
25. 263-276.

Erramilli, M.K. & Rao, C.P. 1990. Choice of Foreign Market Entry Mode by Service 
Firms: Role of Market Knowledge. Management International Review, Vol. 30, No. 2. 
135-150.

Erramilli, M.K. & Rao, C.P. 1993. Service Firms’ International Entry Mode Choice: a 
Modified Transaction-cost Analysis Approach. Journal of Marketing, 57. 19-38.

European Commission 1998. Activities in favour of SMEs and the craft sector. Office 
for Official Publications of the European Communities, Luxembourg.

Fisher, M. L. 1997. What Is the Right Supply Chain for Your Product? Harvard 
Business Review, March-April. 105-116.

Friar, J.H. & Balachandra, R. 1999. Spotting the Customers for Emerging Technologies. 
Research Technology Management, Vol. 42, No. 4. 37-43.

179



Gabrielsson, M. 1999. S ales Channel Strategies for International Expansion - The Case 
of Large Companies in the European PC Industry. Acta Universitatis Oeconomicae 
Helsingiensis, Helsinki.

Gankema, H.G.J. & Snuif, H.R. & van Dijken, K.A. 1997. The Internationalization 
Process of Small and Medium Sized Enterprises: An Evaluation of the Stage Theory. In 
Dinckels, R. & Miettinen, A. (eds.), Entrepreneurship and SME Research: On its Way 
to the Next Millenium. Ashgate Publishing Company, Brookfield.

Griffith, R.L. & Pol, L.G. 1994. Segmenting Industrial Markets. Industrial Marketing 
Management, Voi. 1, No. 23. 39-46.

Grönroos, C. 1990. Service Management and Marketing: Managing the Moments of 
Truth in Service Competition. United States of America, HB Printing.

Habib, M.M. & Victor, B. 1991. Strategy, Structure and Performance of U.S. 
Manufacturing and Service MNCs: A Comparative Analysis. Strategic Management 
Journal, 1. 589-606.

Hamel, G. & Doz, Y.L. & Prahalad, C.K. 1989. Collaborate with Your Competitors and 
Win. Harvard Business Review, January-February, Vol. 67, No. 1. 133-139.

Han, J.K. & Kim, N. & Srivastava, R.K. 1998. Market Orientation and Organisational 
Performance: Is Innovation a Missing Link? Journal of Marketing, 62. 30-45.

Hankinson, G. & Cowking, P. 1996. The Reality of Global Brands: Cases and 
Strategies for the Successful Management of International Brands. McGraw-Hill, 
London.

Hansen, S-O. 1999. International Competition: A Challenge for Finnish Companies. In 
Lehtinen, U. & Seristö, H. (eds.) Perspectives on Internationalization. Helsinki School 
of Economics and Business Administration, Helsinki. 49-57.

Harrigan, K.R. 1984. Joint Ventures and Global Strategies. In Buckley, P. & Ghauri, P. 
(eds.) The Internationalization of the Firm: A Reader. The Dryden Press, London.

Harrigan, K.R. 1987. Strategic Alliances: Their New Role in Global Competition. The 
Columbia Journal of World Business, Vol. 22, No. 2. 67-69.

Hedlund, G. & Kvemeland, A. 1983. Are Entry Strategies for Foreign Markets 
Changing? The Case of Swedish Investments in Japan. In Buckley, P. & Ghauri, P. 
(eds.), The Internationalization of the Firm: A Reader. The Dryden Press, London.

Hellman, P. 1994. Näkökulma Suomalaisten Palveluyritysten Kansainvälistymiseen - 
Palvelusektorin ulkomaiset investoinnit. Series Discussion and Working papers 3:1994. 
Publications of the Turku School of Economics and Business Administration, Turku.

180



Hellman, P. 1996. Service Internationalisation: Theoretical Considerations. 
Internationalisation of the Finnish Financial Sector, Doctoral Thesis. Turku School of 
Economics and Business Administration, Turku. 17-34.

Hofstede, G. 1980. Culture’s Consequences: International Differences in Work Related 
Values. Beverly Hills, CA, Sage Publications.

Hymer, S.H. 1976. The International Operations of National Firms: A Study of Direct 
Foreign Investment. Doctoral dissertation, MIT. Subsequently published by Cambridge, 
MA; MIT Press.

Jeannet, J-P. 1986. Lead Markets, A Concept for Designing Global Business Strategies. 
IMEDE.

Jeannet, J-P & Hennessey, H.D. 1995. Global Marketing Strategies (3rd edition). 
Houghton Mifflin Company, Boston.

Johanson, J. & Vahlne, J-E. 1977. The Internationalization Process of the Firm - A 
Model of Knowledge Development and Increasing Foreign Market Commitment. In 
Buckley, P. & Ghauri, P. (eds.). The Internationalization of the Firm: A Reader. The 
Dryden Press, London.

Johanson, J. & Vahlne, J-E. 1990. The Mechanism of Internationalisation. The 
Internationalisation of Business: Theory and Evidence, Vol. 7, No. 4. 1-24.

Johanson, J. & Wiedersheim-Paul, F. 1975. The Internationalization of the Firm - Four 
Swedish Cases. In Buckley, P. & Ghauri, P. (eds.). The Internationalization of the Firm: 
A Reader. The Dryden Press, London.

Jolly, V.K. & Alahuhta, M. & Jeannet, J-P. 1991. Challenging the Incumbents: How 
High Technology Start-ups Compete Globally. IMD Working Paper, Series WP 91 - 
003.

Junkkari, J. 2000. Bom Global - The Globalisation Strategies of Small and Medium
sized High Technology Manufacturers. Master’s Thesis. Helsinki School of Economics 
and Business Administration, Helsinki.

Kirpalani, M. 1999. Success in Intemational/Global Markets. In Lehtinen, U. & Seristö, 
H. (eds.) Perspectives on Internationalization. Helsinki School of Economics and 
Business Administration, Helsinki. 127-140.

Kirpalani, M. & Luostarinen, R. 1999. Dynamics of Success of SMOPEC Firms in 
Global Markets. Proceedings of the Annual Meeting of the European International 
Business Association. Manchester, United Kingdom.

Knight, G.A. & Cavusgil, S.T. 1996. The Bom Global Firm: A Challenge to Traditional 
Internationalization Theory. In Cavusgil, S.T. (ed.), Advances in International 
Marketing, 8. 11-26.

181



Kosonen, H.M. 1991. The Internationalisation of Industrial Systems Suppliers, A Case 
Study of the Internationalisation Process of Industrial Systems Suppliers with Special 
Emphasis on Strategy on Organisation. Acta Academiae Oeconomicae Helsingiensis, 
Series A:78, Helsinki.

Kotler, P. 1991. Marketing Management, 7th Edition. Englewood Cliffs, NJ, Prentice 
Hall.

Laforet, S. & Saunders, J. 1999. Managing Brand Portfolios: Why Leaders Do What 
They Do. Journal of Advertising Research, Vol. 39, No. 1. 51-66.

Lehtinen, U. & Penttinen, H. 1999. Definition of the Internationalization of a Firm. In 
Lehtinen, U. & Seristö, H. (eds.), Perspectives on Internationalization. Helsinki School 
of Economics and Business Administration, Helsinki. 3-19.

Lele, M. 1986. Matching Your Channels to Your Product’s Lifecycle. Business 
Marketing, Vol. 71, No. 12. 61-69.

Levitt, T. 1983. The Globalization of Markets. Harvard Business Review, Vol. 61, No. 
3. 92-102.

Levy, L. 1990. Brand Aid for Britain. Management Today, September. 101-104.

Luostarinen, R. 1970. Foreign Operations of the Firm. Helsinki, Finland.

Luostarinen, R. 1978a. International Business Operations of Finnish Firms. FIBO 
Publications No. 9. Vientikoulutussäätiö, Helsinki.

Luostarinen, R. 1978b. Internationalisation Process of the Firm, Different Research 
Approaches. FIBO Working Paper 1978/1. Helsinki School of Economics and Business 
Administration, Helsinki.

Luostarinen, R. 1978c. The Impact of Physical, Cultural and Economic Distance on the 
Geographical Structure of the Internationalisation Pattern of the Firm. FIBO Working 
Paper 1978/2. Helsinki School of Economics and Business Administration, Helsinki.

Luostarinen, R. 1979. Internationalization of the Firm. Acta Academiae Oeconomicae 
Helsingiensis, Helsinki.

Luostarinen, R. 1991. Development of Strategic Thinking in International Business: The 
Case of Finland. In Näsi, J. (ed.), Arenas of Strategic Thinking. Helsinki.

Luostarinen, R. 1994. Internationalization of Finnish Firms and their Response to 
Global Challenges. WIDER Report. UNU/WIDER, Helsinki.

Luostarinen, R. 1996. Lecture notes for the course: Internationalization of the Firm 
(26D010) at the Helsinki School of Economics and Business Administration. HeSE 
print, Helsinki.

182



Luostarinen, R. 2000a. Lecture notes for the course: Internationalization of Business 
(26D011) at the Helsinki School of Economics and Business Administration. HeSE 
print, Helsinki.

Luostarinen, R. 2000b. Outward Foreign Direct Investment - Country Study: Finland. 
Intermediate Report, Paper No. 7. Phare ACE project No. P97-8073-R.

Luostarinen, R. & Hellman, H. 1994. The Internationalisation Processes and Strategies 
of Finnish Family Firms. CIBR Research Paper Series Y-l. Helsinki School of 
Economics and Business Administration, Helsinki.

Luostarinen, R. & Korhonen, H. & Jokinen, J. & Pelkonen, T. 1994. Globalization and 
SME. Studies and Reports Series 54. Ministry of Trade and Industry, Finland.

Luostarinen, R. & Welch, L. 1990. International Business Operations. Kyriiri Oy, 
Helsinki.

Lynn, S.A. 1986. Segmenting a Business Market for a Professional Service. Industrial 
Marketing Management, 15. 13-21.

Magrath, A. J. 1997. Where It’s at in Branding. Business Quarterly, Vol. 6, No. 3. 65- 
70.

Majkgård, A. 1998. Experiential Knowledge in the Internationalisation Process of 
Service Firms. Doctoral Thesis No. 70, Uppsala University, Department of Business 
Studies. Reprocentralen, HSC, Uppsala.

Majkgård, A. & Sharma D.D. 1998. Client-following and Market-seeking Strategies in 
the Internationalisation of Service Firms. Journal of Business-to-Business Marketing, 
Vol. 4, No. 3. 1-41.

Majkgård, A. & Sharma D.D. 2000. Bom Internationals. No. 000327, Draft.

MatchON Sports Oy homepages on the World Wide Web: www.matchon.com. June 4th,
2000.

McDougall, P.P. & Shane, S. & Oviatt, B.M. 1994. Explaining the Formation of 
International New Ventures: The Limits of Theories from International Business 
Research. Journal of Business Venturing, 9. 469-487.

Mintzberg, H. 1983. Structure in Fives: Designing Effective Organizations. Prentice- 
Hall.

Mintzberg, H. 1989. Mintzberg on Management. Free Press, NY.

Mitchell, A. 1999. Out of the Shadows. Journal of Marketing Management, 15. 25-42.

Morse, S. 1998. Successful Product Management: A Guide to Strategy Planning and 
Development. 2nd edition. Kogan Page Ltd., London.

183



Mortiarty, R.T. & Moran, U. 1990. Managing Hybrid Marketing Systems. Harvard 
Business Review, November-December. 146-155.

Nedecon - Network Development Consulting Oyj homepages on the World Wide Web: 
www.nedecon.com. May 5th 2000.

Nilson, T. 1998. Competitive Branding: Winning in the Marketplace with Value-added 
Brands. John Wiley & Sons Ltd., Chichester.

Nordström, К.A. 1991. The Internationalization Process of the Firm - Searching for 
New Patterns and Explanations. Stockholm Institute of International Business.

Nordström, K. & Vahlne, J-E. 1985. Impact of Global Competition on the Process of 
Internationalisation. RP 85/6. Stockholm School of Economics, Institute of 
International Business.

OECD Paris 1989. The Internationalisation of Software and Computer Services. 
Netherlands, North-Holland Publishing Co. (on behalf of the OECD).

O’Farrell, P.N. & Wood, P.A. & Zheng, J. 1998. Internationalisation by Business 
Service SMEs: An Inter-industry Analysis. International Small Business Journal, Vol. 
16, No. 2. 13-31.

Ohmae, K. 1989. The Global Logic of Strategic Alliances. Harvard Business Review, 
March-April. 143- 154.

Onkvisit, S. & Shaw, J.J. 1989. Service Marketing: Image, Branding and Competition. 
Business Horizons, Vol. 32, No. 1. 13-18.

Oviatt, B.M. & McDougall, P.P. 1994. Toward a Theory of International New Ventures. 
Journal of International Business Studies, Vol. 25, No. 1. 45-64.

Pitt, L. & Berthon, P. & Berthon, J-P. 1999. Changing Channels: The Impact of the 
Internet on Distribution Strategy. Business Horizons, March-April. 19-28.

Porter, M.E. 1986. Competition in Global Industries. Harvard Business School Press, 
Boston.

Prasad, S.B. 1999. Globalization of Smaller Firms: Field Notes on Processes. Small 
Business Economics, 13. 1-7.

Queich, J.A. & Klein, L.R. 1996. The Internet and International Marketing. Sloan 
Management Review, Spring. 60-75.

Reid, S.D. 1981. The Decision Maker and Export and Entry Expansion. Journal of 
International Business Studies, 12. 101-112.

Reid, S.D. 1983. Managerial and Firm Influences on Export Behavior. Journal of 
Academy of Marketing Science, Summer, Vol. 3, No. 11. 323-332.

184



Rennie, M.W. 1993. Global Competitiveness: Bom Global. The McKinsey Quarterly, 4. 
45-52.

RIOT Entertainment homepages on the World Wide Web: www.riot-e.com. April 17th 
2000.

Root, F.J. 1987. Foreign Market Entry Strategies. AMACOM, New York.

Rosson, P.J. 1987. The Overseas Distribution Method: Performance and Change in a 
Hash Environment. In Rosson, P.J. & Reid, S.D. (eds.). Managing Export Entry and 
Expansion. Preager, New York.

Sarathy, R. 1993. Global Strategy in Service Industries. Working Paper 93-15, 
European Institute for Advanced Studies in Management. Paper presented at the EIASM 
Workshop on Global Strategies in the Service Industries, Brussels.

Sarathy, R. 1994. Global Strategy in Service Industries. Long Range Planning, Vol. 27, 
No. 6. 115-124.

Sethuraman, R. & Anderson, J.C. & Narus, J.A. 1988. Partnership Advantage and Its 
Determinants in Distributor and Manufacturer Working Relationships. Journal of 
Business Research, 17. 327-347.

Sharma, D.D. & Johanson, J. 1987. Technical Consultancy in Internationalisation. 
International Marketing Review, 4. 20-29.

Shostack, G.L. 1977. Breaking Free from Product Marketing. Journal of Marketing, 
April. 73-80.

Sivonen, S. 1983. Suomalaisten Palveluyritysten ulkomaiset toimintavaihtoehdot ja 
kansainvälistyminen. FIBO-julkaisuja No 14:24, Vientipaino Oy, Helsinki.

Sundbo, J. 1994. Modulisation of Service Production and a Thesis of Convergence 
Between Service and Manufacturing Organisations. Scandinavian Journal of 
Management, Voi. 10, No. 3. 245-266.

Turnbull, P.W. 1987. A Challenge to the Stages Theory of the Internationalization 
Process. In Rosson, P.J. & Reed, S.D. (eds). Managing Export Entry and Expansion. 
New York, Praeger.

Vahcic, A. 1995. Entrepreneurship as Factor of Economic Development. Slovenska 
ekonomska revija, Vol. 46, No. 4. 295-312.

Vandermerwe, S. & Chadwick, M. 1989. The Internationalisation of Services. The 
Service Industries Journal, Vol. 9, No. 1. 79-93.

Vernon, R. 1966. International Investment and International Trade in the Product Cycle. 
Quarterly Journal of Economics, May. 190-207.

185



Walters, P.G.P. 1996. Global Market Segmentation. Journal of Marketing Management, 
13. 165-177.

Ward, S. & Light, L. & Goldstine, J. 1999. What High-Tech Managers Need to Know 
About Brands. Harvard Business Review, July-August. 85-95.

Weinstein, A.K. 1977. Foreign Investment by Service Firms: The Case of Multinational 
Advertising Agencies. Journal of International Business Studies, Vol. 8, No. 1. 83-91.

Welch, L. S. & Luostarinen, R. 1988. ”Internationalization: Evolution of a Concept”. 
Journal of General Management, Winter, Vol. 14, No. 2. 34-55.

Yin, R.K. 1989. Case Study Research: Design and Methods. SAGE Publications, 
Newbury Park, California.

Zeithaml, V.A. & Bitner, M.J. 1996. Services Marketing. The McGraw-Hill Companies, 
Inc., Singapore.

186



APPENDICES

Appendix 1. Internationalisation Pattern on Company Level

The following figure illustrates well the internationalisation pattern of a company at the 
company level. This figure should provide a contrast to the patterns identified at the 
target country level, i.e. the penetration pattern of the target market (Luostarinen 1994, 
13-14). The Swedish studies have utilised the latter approach.

Internationalisation Pattern of the Firm as a Sum of Target Country Patterns

Entry Order to Target Markets 
3 4 5 6

ï Ï

□D Щ

Development of Target Country Patterns

Time
Symbols:

EX = Export 
SS = Sales Subsidiary 
PS = Production Subsidiary 
L = Licensing

Development of 
the INT -Pattern 

of the firm

Source: Luostarinen & Welch 1990, 264.



Appendix 2. Determination of Business Distance

Table below lists the criteria used by Luostarinen (1979) in the determination of 
business distance between Finland and the target countries.

Determinants of Business Distance between Finland and a Target Country

1. Physical Distance

Geographic distance between Helsinki and the capital city of target country.

II. Cultural Distance

A) Level of economic development Level of paper consumption (per capita)

Number of telephones (per capita)

Level of energy consumption (per capita)

Level of steel consumption (per capita)

Research and development expenditure

Number of R&D personnel

Level of industrialisation

В) Language Everyday language

C) Level of education University education

Ш. Economic Distance

Size of GNP

Growth of GNP

Size of population

Source: Luostarinen 1979,146.

By utilising cluster analysis Luostarinen grouped 47 target markets into five groups 
based on their “degree of temperature" (see the next table on cluster patterns). The 
temperature gradient was based on the average length of business distance between 
Finland and the countries in each cluster (Luostarinen 1979, 166).

It should be noted that the 47 markets evaluated by Luostarinen (1979) did not include 
many Asian countries. Since it was beyond the scope of this study to measure exact 
business distances for target markets, common knowledge concerning the geographical, 
economic and cultural distances between Finland and the main Asian markets were used 
in order to place Asia in the one of the groups. In order to enable the final comparison 
of results among the five different bom global company groups, the previously done 
labelling of Junkkari (2000) for bom global high technology manufacturers was utilised. 
She reasoned her decision accordingly: “Although the economic state of most Asian 
countries is rapidly approaching that of Europe, language and cultural differences 
between Asia and Europe are still higher than between European and North American 
countries.” (Junkkari 2000, 160). However, some Asian countries such as Japan (hot), 
which relatively often are the ones targeted, could be labelled with higher degrees and 
consequently alter the labelling of the whole of Asia.
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Cluster Patterns Based on the Temperature Gradient Approach
Group 1

Hot
Countries

Group2 
Warm 

Countries

Groups
Medium

Countries

Group4 
Cool 

Countries

Group 5 
Cold 

Countries
Sweden Norway Iceland Nigeria Ethiopia
Gemían Federal 
Republic Denmark Portugal (2) Iraq Tanzania

France Switzerland (3) Ireland Ecuador
United Kingdom Austria Turkey (2) Egypt (2)
Italy Belgium (1) Lebanon Zambia

Netherlands (2)
German
Democratic
Republic

Iran (2) Syria

Soviet Union Poland Saudi Arabia (2)
Australia Romania Peru
Japan Hungary
Canada Czechoslovakia
USA Bulgaria

Yugoslavia
Spain (1)
Greece
Kuwait (3)
Venezuela (3)
Israel
Argentina
Brazil
Mexico

Note: Numbers in the parenthesis show the group number for the country suggested by discriminant 
analysis. The number of disagreements between clustering and discriminant analyses as to the distribution 
of countries into groups was 13.

Source: Luostarinen 1979, 249.

Although, it is reasonable to assume that the business distances between Finland and 
several of the countries listed in the table above have changed since 1979, the following 
grouping was used for the purposes of the case analysis as a guideline to label the 
following geographic regions with a temperature:

- Europe, North-America, Australia and New Zealand: Hot

- South America: Warm

- Asia and Middle-East: Medium

- Africa: Cool/Cold
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Appendix 3. Stages of the Holistic Internationalisation Process of a 
Firm Based on the Operation Mode Dimension

Inward ProcessDomestic Stage

Co-operation
Process

Internationalisation Process of the Firm

Co-operation 
onR & D

Import of raw material
OR COMPONENTS

Establishment of the 
firm

Start of 
operation

Technology
transfer

Import of saleable 
goods

Exporting
iNIMOs)

Domestic JV with
FOREIGN PARTNER

Sales Subsidiary 
IDIMOs)

Co-operation on 
purchasing

Imports from 
manufacturing 

subsidiary

Co-operation 
agreement on 

manufacturing

Manufacturing
subsidiary

(DIPOs)

Subcontracting, 
contract 

manufacturing, 
licensing (Niros)

Import of 
subcontracting

COMPONENTS, CONTRACT 
MANUFACTURING GOODS 

LICENSED OR OEM 
PRODUCTS

Source: Luostarinen 1989; Luostarinen & Hellman 1994.
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Appendix 4. List of Interviews Conducted for Case Studies

Date Company Interviewee Position

18.5.2000 AtBusiness 
Communications Oy

Heikki Virintie Director of Business 
Development

20.6.2000 Nedecon Oyj Esa Matikainen Chief of Strategy and 
Business Development

26.5.2000 MatchOn Sports Oy Jukka Rönkä Chief Strategy Officer

15.6.2000 Riot Entertainment Jani Halme Director of Development

15.6.2000 Riot Entertainment Henry Korpi Chief of Administration

19.6.2000 Riot Entertainment Jani Halme Director of Development
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Appendix 5. ПВО Questionnaire for Born Globals in 2000

FIBO-Tutkimusprojekti 
Helsingin kauppakorkeakoulu 
Professori Reijo Luostarinen 
PL 1210 
00101 Helsinki

Yrityksen Ulkomaiset Operaatiot 
Ja Kansainvälistyminen
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Yrityksen Ulkomaiset Operaatiot ja Kansainvälistyminen

Yleisohjeet Vastaajille

Vastaaja

Kysely on tarkoitettu yrityksen/yksikön ylimmän johdon vastattavaksi. Jos katsotte 
tarkoituksenmukaiseksi, että lomake täytetään eri sektoreiden vastuuhenkilöiden 
toimesta, toivomme kuitenkin ylimmän johdon vastaavan tässäkin tapauksessa osan 
V kysymyksiin.

Mitä Kysytään

Lomake sisältää seuraavat kysymysryhmät:
I Vastaajayritystä koskevat tiedot
II Yrityksen Suomesta ulkomaille suuntaamat operaatiot
III Yrityksen ulkomailta Suomeen suuntautuvat operaatiot
IV Yrityksen yhteistyöoperaatiot ulkomaisten yritysten kanssa
V Kansainvälistymisen vaikutus liiketoimintaan

Vastausohjeet

Vastausohjeet on annettu kysymysten yhteydessä. Suurin osa kysymyksistä on 
nopeita ympyröintitehtäviä. Jos yrityksenne oli mukana vuoden 1996 kyselyssä, 
olemme esitäyttäneet operaation ensimmäisen käyttövuoden ja -maan. Olkaa 
ystävällinen ja tarkastakaa nämä tiedot. Operaatiomuotojen määritelmät on esitetty 
tämän kyselykaavakkeen viimeisellä sivulla.

Lisätiedot ja Kyselyt

Vastaamme mielellämme kaikkiin kyselyä koskeviin tiedusteluihin seuraavissa 
numeroissa: Helsingin kauppakorkeakoulu, tutkijat:
Jasmi Junkkari / puh. 040-568 8055,
Heini Konttinen / puh. 050-340 8081,
Johanna Rasilainen / puh. 040-545 9025,
Laura Rinkinen / puh. 040-778 0451,
Jenni Teimonen / puh. 050-548 0358, ja tarvittaessa 
professori Reijo Luostarinen / puh. 4313 8519.
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Osa I: Yritystiedot

Yrityksen nimi:________________________________________________ Perustamisvuosi:__________

Yrityksen toimiala:____________________________________________________ __________________

Yritys ei ole suuremman konsemikokonaisuuden osa □
Yritys on suuremman konsemikokonaisuuden osa 3 minkä______________________

Yritys ei ole perheyritys (sukuyritys) G
Yritys on perheyritys (sukuyritys) G

a) perheen osuus äänivallasta_______________ %
b) perheen jäseniä on yhtiön: hallituksessa _____________ kpl

johtoryhmässä _____________ kpl

Ulkomaisten emoyritysten omistuksen määrä yrityksessänne 31.12.1999 oli:____________ % äänivallasta

Vastaajan nimi:__________ _________________________________________ _____________________

Vastaajan asema:_________________________________________________________ ____________

Vastauksenne koskevat: G koko yritystä
□ sen yhtä toimialaa, mitä___________________________________ _

Liikevaihdon Jakautuminen

Poistaaksemme päällekkäisyyden (double-accounting) pyydämme Teitä erittelemään liikevaihtonne 
ao. jaottelun mukaisesti. Huomatkaa, että konsolidoitu liikevaihto on yhteensä 100%.

Kotimaan liikevaihto tilikaudella 1999 ♦__________ mk

+ T avaravienti +___________mk

josta tytäryrityksiin suuntautuneiden operaatioiden lv. -__________ mk

+ Muiden ulkomaille suuntautuvien operaatioden liikevaihto1 +___________mk

josta tytäryrityksiin suuntautuneiden operaatioiden lv. -__________ mk

+ Ulkomaisten tytäryritysten liikevaihto1 2 +___________mk

josta emoyhtiön ostot tytäryrityksiltä tilikaudella 1999 -__________ mk

= Liikevaihto (konsolidoitu) yhteensä tilikaudella 1999 =________________ mk= 100%

Liikevaihto Euroopan markkinoilla __________________ %

Liikevaihto Euroopan ulkopuolella __________________ %

Tutkimus- ja kehitystoiminnan (R&D) menot konsolidoidusta 
liikevaihdosta tilikaudella 19993

Jalostusarvo tilikaudella 19994

Henkilöstö

Henkilöstön määrä kotimaassa tilikaudella 1999______________ .josta ulkomaalaisia.

Henkilöstön määrä ulkomailla tilikaudella 1999______________ , josta suomalaisia__

1 Muut ulkomaille suuntautuvat operaatiot sisältävät esim. know-how’n viennin ja lisenssien, sekä osa- tai kokonaisprojektien 
myynnin (kts. operaatiomuodot lomakkeen lopussa)

2 Ulkomaisten tytäryritysten myynti ulkopuolisille yrityksille
1 Tilastokeskuksen määritelmän mukaan sisältää perustutkimuksen, soveltavan tutkimuksen ja kehittämistoiminnan menot
* Käyttökate + palkat sosiaalikuluineen ja vuokrat
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Osa II: Yrityksen Suomesta Ulkomaille Suuntaamat Operaatiot

Tällä sivulla on lueteltu tärkeimmät yrityksen Suomesta ulkomaille suuntaamat operaatiot sekä kunkin operaation käytön ajankohta. 
Pyydämme Teitä käymään läpi kaikki operaatiomuodot ja ympyröimään yhden vaihtoehdoista (1,2,3,4) kunkin operaatiomuodon osalta. 
Operaatiomuotojen määritelmät ovat lomakkeen lopussa.

Operaatiomuodot Käytettiin
tilikaudella
1999

A) Tavaran vienti
epäsuora tavaran vienti 1
vienti ulkomaisen välij. kautta 1
vienti suoraan loppukäyttäjälle 1

B) Palvelujen vienti
suunnittelu- ja valvontapalvelut 1
asennus- ja käyttöönottopalvelut 1
koulutus-ja kehittämispalvelut 1
huolto- ja kunnossapitopalvelu 1
muu, mikä__________________ 1

Käytetty aikai Ryhdytty tai Ei ole käytetty.
semmin, mutta ei tullaan käyttämään eikä ole
tilikaudella 1999 2000/2001 suunnitelmissa

2 3 4
2 3 4
2 3 4

2 3 4
2 3 4
2 3 4
2 3 4
2 3 4

C) Lisenssisopimusten myynti 
ulkomaille 2 3 4

D) Franchising-sopimusten myynti 
ulkomaille 2 3 4

E) Know-how -sopimusten vienti
johtamissopimukset 1 2
teknisen know-how’n sopimukset 1 2
markkinointi know-how sopimukset 1 2

3
3
3

4
4
4

F) Sopimus-1. palkkavalmistus
Suomessa ulkomaiselle yritykselle 12 3

G) Sopimus-1. palkkavalmistus
ulkomailla ulkomaisessa yrityksessä 12 3

H) Yhteisvalmistus ulkomailla
(ei omistusta) 1

I) Osaprojektien vienti 1

J) Kokonaisprojektien vienti 1

K) Omat tai yhteisomistuksessa olevat 
yksiköt ulkomailla ja niiden lukumäärä 
tiedotus- ja menekinedistämis-
yksikkö ________ kpl 1
myyntiyksikkö ________ kpl 1
varastoyksikkö ________ kpl 1
huoltoyksikkö ________ kpl 1
ostoyksikkö  kpl 1
tutkimusyksikkö ________ kpl 1

- rahoitusyksikkö ________ kpl 1
- kokoonpanoyksikkö_________ kpl 1

tuotantoyksikkö ________ kpl 1
holdingyhtiö ulkomailla ______ kpl 1
muu, mikä____________________  1

2

2

2

2
2
2
2
2
2
2
2
2
2
2

3 4

3 4

3 4

3
3
3
3
3
3
3
3
3
3
3

4
4
4
4
4
4
4
4
4
4
4

L) Portfolioinvestoinnit eli osake
pääomasijoitukset ulkomailla 2 3 4

HUOM! Jos ympyröitte vaihtoehtoja 2, ilmoittakaa seuraavalla sivulla operaatioiden ensimmäinen käyttövuosi ja -maa. 

Jos ympyröitte vaihtoehtoja 3, ilmoittakaa seuraavalla sivulla todennäköinen ensimmäinen käyttömaa.
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Täyttöohje:

Niiden operaatiomuotojen kohdalla, joista ympyröitte vaihtoehdon 1, pyydämme kirjoittamaan tälle sivulle m 
suuntautuivat, maiden kokonaislukumäärän, operaation ensimmäisen käytttövuoden ja operaation ensimmi

Operaatiomuodon kymmenen tärkeintä Maiden kokonaislukumäärä Operaation ensimmäinen
maata tilikaudella 1999 tilikaudella 1999 käyttövuosi

A)_

B).

C) .

D) .

E) .

F) .

G) .

H) . 

D_ 

JL 

K).

L).

joihin operaatiot 
i käyttömaan.

Operaation ensimmäinen 
käyttömaa
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Osa III: Yrityksen Suomeen Suuntautuneet Operaatiot

Tällä sivulla on lueteltu tärkeimmät yrityksen Suomeen suuntautuvat kansainväliset operaatiot sekä kunkin operaation käytön ajankohta. 
Pyydämme Teitä käymään läpi kaikki operaatiomuodot ja ympyröimään yhden vaihtoehdoista (1, 2, 3, 4)kunkin operaatiomuodon osalta. 
Operaatiomuotojen määritelmät ovat lomakkeen lopussa.

Operaatiomuodot Käytettiin Käytetty aikai- Ryhdytty tai Ei ole käytetty,
tilikaudella semmin, mutta ei tullaan käyttämään eikä ole
1999 tilikaudella 1999 2000/2001 suunnitelmissa

A) Tavaran tuonti
- valmistuksessa käytettävät koneet,
varaosat jne. 1
- valmistuksen raaka-aineet ja
komponentit 1
- myyntiin tarkoitetut tuotteet 1

B) Palvelujen tuonti
- suunnittelu- ja valvontapalvelut 1
- asennus- ja käyttöönottopalvelut 1
- koulutus- ja kehittämispalvelut 1
- huolto- ja kunnossapitopalvelut 1
- muu, mikä__________________ 1

C) Lisenssien osto ulkomailta 1

D) Franchising-sopimusten osto 1
ulkomailta

E) Know-how -sopimusten tuonti ulkomailta
- johtamissopimukset 1
- teknisen know-how’n sopimukset 1
- markkinointi know-how’n sopimukset 1
- muu, mikä__________________ 1

F) Projektituonti 1

2

2
2

2
2
2
2
2

2

2

2
2
2
2

2

G) Yhteisomistuksessa olevat yksiköt Suomessa
ulkomaisten yritysten kanssa

- tiedotus- ja menekinedistämisyksikkö 1
- myyntiyksikkö 1
- varastoyksikkö 1
- huoltoyksikkö . 1
- ostoyksikkö 1
- tutkimusyksikkö 1
- rahoitusyksikkö 1
- kokoonpanoyksikkö 1
- tuotantoyksikkö 1
- holdingyhtiö ulkomailla 1
- muu, mikä________________ 1

2
2
2
2
2
2
2
2
2
2
2

3
3
3
3
3
3
3
3
3
3
3

4
4
4
4
4
4
4
4
4
4
4

HUOM! Jos ympyröitte vaihtoehtoja 2, ilmoittakaa seuraavalla sivulla operaatioiden ensimmäinen käyttövuosi ja lähdemaa. 

Jos ympyröitte vaihtoehtoja 3, ilmoittakaa seuraaavalla sivulla todennäköinen ensimmäinen lähdemaa.

197



Täyttöohje:

Niiden operaatiomuotojen kohdalla, joista ympyröitte vaihtoehdon 1, pyydämme kirjoittamaan tälle sivulle maat, joista operaatiot 
suuntautuivat maiden kokonaislukumäärän, operaation ensimmäisen käytttövuoden ja operaation ensimmäisen lähdemaan.

Operaatiomuodon kymmenen tärkeintä 
maata tilikaudella 1999

Maiden kokonaislukumäärä 
tilikaudella 1999

Operaation ensimmäinen 
käyttövuosi

Operaation ensimmäinen 
lähdemaa

A).

B).

C).

D).

E).

F).

G).
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Osa IV: Kansainväliset Yhteistyöoperaatiot

Seuraavassa on lueteltu tärkeimmät yrityksen yhteistyösopimusmuodot ulkomaisten yritysten kanssa sekä vaihtoehdot kunkin sopimuksen 
käyttöasteelle. Pyydämme Teitä ympyröimään yhden vaihtoehdoista (1,2, 3.4) kunkin yhteistyösopimusmuodon osalta. Sopimusmuotojen 
määritelmät ovat viimeisellä sivulla.

Yhteistyösopimusmuodot Käytettiin
tilikaudella
1999

Käytetty aikai
semmin, mutta ei 
tilikaudella 1999

Ryhdytty tai 
tullaan käyttämään 
2000/2001

Ei ole käytetty, 
eikä ole 
suunnitelmissa

A) Sopimus tuotteiden/osien vaihdosta tai 
kehittämisestä ulkom. yrityksen kanssa 1 2 3 4

B) Sopimus valmistuksen jaosta ulkomaisen 
yrityksen kanssa 1 2 3 4

C) Sopimus markkinointiyhteistyöstä ulko
maisen yrityksen kanssa 1 2 3 4

D) Tutkimusyhteistyösopimus teknisen 
know-how’n vaihdosta tai kehittämi
sestä ulkomaisen yrityksen kanssa 1 2 3 4

E) Sopimus markkinointi know-how’n 
vaihdosta tai kehittämisestä ulko
maisen yrityksen kanssa 1 2 3 4

F) Sopimus liikkeenjohdon know-how'n 
vaihdosta tai kehittämisestä ulkomaisen 
yrityksen kanssa 1 2 3 4

G) Yhteistyösopimus ulkomaisen 
yrityksen kanssa 1 2 3 4

H) Kuljetusyhteistyösopimus ulkomaisen 
yrityksen kanssa 1 2 3 4

I) Huoltoyhteistyösopimus ulkomaisen 
yrityksen kanssa 1 2 3 4

J) Sopimus urakointi-, tarjous- tai 
projektiyhteistyöstä ulkomaisen 
yrityksen kanssa 1 2 3 4

K) Sopimus riskin jaosta/takauksista 
ulkomaisen yrityksen kanssa 1 2 3 4

L) Jokin muu yhteistyösopimus ulkomaisen 
yrityksen kanssa, mikä 1 2 3 4

HUOM! Jos ympyröitte vaihtoehtoja 2. ilmoittakaa seuraavalla sivulla ko. yhteistyösopimusten ensimmäinen käyttövuosi ja -maa. 

Jos valitsitte vaihtoehtoja 3, ilmoittakaa seuraavalla sivulla todennäköinen ensimmäinen käyttömaa.
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Täyttöohje:

Niiden yhteistyösopimusmuotojen kohdalla, joista ympyröitte vaihtoehdon 1, pyydämme kirjoittamaan tälle sivulle maat, joissa sopijayritykset 
sijaitsivat, maiden kokonaislukumäärän, sekä kunkin sopimusmuodon ensimmäisen käytttövuoden ja -maan.

Yhteistyösopimusmuodon kymmenen Maiden kokonaislukumäärä Yhteistyösopimuksen Yhteistyösopimuksen
tärkeintä maata tilikaudella 1999 tilikaudella 1999 ensimmäinen ensimmäinen käyttömaa

käyttövuosi

A).

B).

C).

D) .

E) .

F) .

G) .

H) .

I).

J).

K) .

L) .
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Osa V: Kansainvälistymisen Vaikutus Liiketoimintaan

Miten toteuttamanne ulkomaiset Voimakkaasti
operaatiot ovat vaikuttaneet seuraaviin vähentävä
tekijöihin
- yrityksen kasvu 1

- yrityksen toiminnan jatkuvuus 1

- yrityksen kannattavuus 1

- yrityksen suhdanteiden kantokyky 1

Hieman vähentävä Ei vaikutusta Vähän Voimakkaasti
lisäävä lisäävä

2 3 4 5

2 3 4 5

2 3 4 5

2 3 4 5

Kommenttinne vastausvalintaan:

Mikä vaikutus toteuttamillanne Erittäin Melko Ei vaikutusta Melko Erittäin
ulkomaisilla operaatioilla on ollut myönteinen myönteinen epäedullinen epäedullinen
yrityksessänne vaikutus vaikutus vaikutus vaikutus
- kapasiteetin käyttöasteeseen 1 2 3 4 5
- tuotekehitykseen 1 2 3 4 5
- valmistuksen erikoistumiseen 1 2 3 4 5
- valmistussarjojen pidentämiseen 1 2 3 4 5
- lamansietokykyyn 1 2 3 4 5
- toiminnallisten riskien jakamiseen 1 2 3 4 5
- teknisen know-how'n varantoon 1 2 3 4 5
- markkinointi know-how'n varantoon
- liikkeenjohdon know-how'n

1 2 3 4 5

varantoon 1 2 3 4 5
- pääoman saantiin 1 2 3 4 5
- raaka-aineiden saantiin 1 2 3 4 5
- henkilöstön saantiin 1 2 3 4 5

Kommenttinne vastausvalintaan:

Millainen merkitys Suomen markkinoiden pienuudella on ollut ulkomaisten operaatioiden käytölle yrityksessänne eli yrityksenne 
kansainvälistymiselle:

1 erittäin olennainen merkitys
2 olennainen merkitys
3 pienehkö merkitys
4 ei merkitystä

Kommenttinne vastausvalintaan:

Jos yritys aikoo tai aikoisi kasvaa, niin onko yrityksellenne mahdollista lisätä tulevan viiden vuoden aikana liikevaihtoaan:

1 pelkästään kotimaan markkinoilla
2 enimmäkseen kotimaan markkinoilla ja jossakin määrin ulkomaisilla markkinoilla
3 yhtä paljon (50-50) kotimaan ja ulkomaisilla markkinoilla
4 enimmäkseen ulkomaisilla markkinoilla ja jossakin määrin kotimaan markkinoilla
5 pelkästään ulkomaan markkinoilla

Kommenttinne vastausvalintaan:
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Mihin nykyisiin ja uusiin operaatiomuotoihin yrityksenne kansainvälinen toiminta painottuu seuraavan viiden vuoden kuluessa? 
Ympyröikää jokin vaihtoehdoista 1-6 kunkin operaatiomuodon osalta.

Käyttöä Käyttöä Käyttöä Käyttöä ei Osuutta Käyttö
kehitetään kehitetään suunnitellaan kehitetä vähennetään lopetetaan

Tavaran vienti
voimakkaasti
1

jossain määrin
2 3

lainkaan
4 5 6

6Palvelujen vienti 1 2 3 4 5
Osaprojektien
toteutus 1 2 3 4 5 6
Kokonaisprojektien
toteutus 1 2 3 4 5 0

Lisenssien myynti 1 2 3 4 5 6
6Know-how'n myynti 1 2 3 4 5

Franchising- 
sopimusten myynti 1 2 3 4 5 6

Palkkavalmistus
ulkomaille 1 2 3 4 5 0

Palkkavalmistus
ulkomailla 1 2 3 4 5 0

Yhteisvalmistus
ulkomailla 1 2 3 4 5 0

Ulkomaiset
markkinointiyksiköt 1 2 3 4 5 0

Ulkomaiset
valmistusyksiköt 1 2 3 4 5 0

Tuonti tai muut 
Suomeen 
suuntautuvat 
operaatiot 1 2 3 4 5 e

Yhteistyösopimukset 
ulkomaisten yritysten 
kanssa 1 2 3 4 5 e

Muu,
mikä 1 2 3 4 5 b

Millainen on yrityksenne ulkomaisen liiketoiminnan (vienti + muut ulkomaiset operaatiot) kannattavuus verrattuna yrityksenne 
kotimaiseen liiketoimintaan (käyttökate-%)?

1 merkittävästi parempi
2 vähän parempi
3 samantasoinen
4 vähän huonompi
5 merkittävästi huonompi

Kommenttinne vastausvalintaan:

Valitkaa seuraavista tekijöistä kolme tärkeintä, joihin yrityksenne kilpailukyky ulkomaisilla markkinoilla etupäässä perustuu ja 
merkitkää tärkein 1:118, seuraava 2:lla ja kolmanneksi tärkein 3:lla.

__ tuotteisiin ja tuotekehitykseen
tuotantoon ja prosessikehitykseen 
myyntiin ja markkinointiin 
edulliseen kustannusrakenteeseen 
jakeluun, huolto-ja palvelutoimintaan 
ostotoimintaan ja materiaalihallintoon

____ rahoitukseen
___ johtamiseen

johonkin muuhun, mihin_____________________________________________________________________________________

Kommenttinne vastausvalintaan:

Kiitos Vastaamisesta!
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Liite: Operaatiomuotojen Täsmennys

Osa II: Suomesta Ulkomaille Suuntautuneet Operaatiot

1. Tavaran vienti (export)
• epäsuora vienti: tavaran vienti yrityksestä kohdemaahan kotimaisen välijäsenen (vientiliike, vientiagentti, myyntiyhdistys. toinen suomalainen yritys tms.) 

kautta
• vienti ulkomaisen välijäsenen kautta: tavaran vienti kohdemaassa sijaitsevan agentin, maahantuojan tms. välijäsenen kautta
• vienti suoraan loppukäyttäjälle: tavaran vienti yrityksestä suoraan kohdemaahan lopulliselle asiakkaalle ilman koti- tai kohdemaassa sijaitsevaa välijäsenta 

(sisältää myds suoran osa-1. alihankintaviennin ja suoran vuokraus-1. leasingviennin)

2. Palvelujen vienti (service export)
• suunnittelu-, asennus-, koulutus-, huolto- ja valvonta yms. palvelujen myynti ulkomaisille asiakkaille joko sellaisenaan tai johonkin muuhun operaatioon 

(esim. projektitoimintaan) liittyen
• mikäli samaan yhteyteen sisältyy useampia erilaisia palveluja, tulostetaan ne kukin erillisinä

3. Lisenssien myynti ulkomaille (licensing)
• lisenssisopimuksella myydään joko tuotteeseen tai sen valmistukseen liittyvän patentin, tavaramerkin, mallisuojan, tekijänoikeuden tai salaisen know- 

how'n käyttöoikeus
• jos kysymyksessa on ristikkäinlisensointi (cross-licencing), se tulostetaan sekä myyntinä (osassa II) että ostona (osassa III)

4. Franchlsing-sopimusten myynti ulkomaille (franchising)
• valmistaja siirtää sopimuksella jakelijalle tai toiselle valmistajalle oikeuden käyttää nimeään ja/tai tavaramerkkiään sekä valmistus-, markkinointi-, 

liikkeenjohto-, ym. know-how'ta tuotteittensa valmistamiseksi jariai myymiseksi "

5. Know how -sopimusten vienti ulkomaille (know-how agreements)
• sopimus, jonka puitteissa myyjäyritys sitoutuu korvausta vastaan toimittamaan ulkomaiselle ostajayritykselle johtamistaidollista, teknistä, markkinointi-, 

yms. know-how.ta
• know-how -myynti eroaa palvelujen viennistä siinä, että se sisältää ensi sijassa tiedon siirtämistä, kun taas palvelujen vienti on ensisijaisesti palvelujen 

myymistä; mikäli samaan sopimukseen sisältyy useita erilaisia know-how -lajeja, tulostetaan ne kukin erillisinä

6. Sopimus-1. palkkavalmistus (contract manufacturing)
. ulkomailla: yritys valmistuttaa ulkomaisella valmistajalla korvausta vastaan tietyn määrän valmiita myyntikelpoisia tuotteita (spesifikaation mukaan), jotka 

se itse markkinoi joko koti-, valmistus- tai jossakin kolmannessa maassa
• ulkomaille: yritys valmistaa ulkomaiselle yritykselle korvausta vastaan tietyn määrän valmiita tuotteita (spesifikaation mukaan), jotka ulkomainen yritys 

markkinoi ja myy
• Huom! Jos valmistuksen kohteena ovat osat, komponentit tai puolivalmisteet, on kysymyksessä osa-1. alihankinta (international suB-contracting). joka 

kuuluu kohtaan vienti suoraan loppukäyttäjälle

7. Osaprojektien vienti (partial projects)
• yritys vastaa osasta ulkomaisen tilaajan investointikohteen suunnittelua, valvontaa ja toteutusta (esim. toimittajan ja asentajan koneiston, tuotantolinjan tai 

tms. osakokonaisuuden)

8. Kokonaisprojektien vienti (turnkey projects)
• yritys vastaa koko ulkomaisen tilaajan investointikohteen suunnittelusta, toteutuksesta ja/tai valvonnasta kohdemaassa kone-, laite- ja 

materiaalitoimituksineen, sekä tarvittaessa valmiin kohteen käynnistys-, ylläpito ja kehittämistehtävistä

9. Yhteisvalmistus ulkomailla, esim. kehitysmaissa tai itäisen Keskl-Euroopan maassa (coproduction, joint production)
• sopimus, jossa suomalainen yritys sitoutuu yhdessä ulkomaisen yrityksen kanssa pystyttämään uuden tai rationalisoimaan olemassa olevan 

valmistusyksikön viimeksimainittuun maahan, jolloin suomalainen yritys saa korvauksen luovuttamistaan raha-, reaali- ja henkisen påäoman panoksista 
erilaisten maksujen, raaka-aineiden, osien tai valmiiden tuotteiden muodossa

• suomalainen yritys ei siis ole yhteisvalmistusyksikön osakas tai omistaja: operaatiota ei tule sekoittaa valmistusyhteistyöhOn (kts. alla oleva VI)

10. Omat yksiköt ulkomailla (own subsidiaries, branches, joint ventures)
• oman tai yhteisomistuksessa olevan toimiyksikOn (edustusto, työyhtymä. sivuliike, tytäryhtiö, yhteisyritys, sekayritys, osakkuusyritys) perustaminen 

ulkomaille tavaroiden, palvelujen, know-hoWn ja/tai systeemien myynti, osto, tutkimus, valmistus tms. toimintaa varten
• tässä tulostetaan erilliset toiminnalliset yksiköt eli jos yrityksellä on kohdemaassa tytäryhtiön alaisena erillisiä myynti-, varasto-, huolto- ym. yksiköitä, ne 

tulostetaan kukin erikseen

11. Portfolioinvestoinnit ulkomailla (portfolio investment)
• yritys ostaa tai saa kaupan vastikkeena ulkomaisen yrityksen, osakkeita etupäässä osinkojen vuoksi (arvopaperisijoitus) tai saadakseen sitä kautta 

mahdollisuuden arvioida, olisiko ulkomainen yritys sopiva ostettavaksi omaksi tytäryritykseksi

Osa III: Suomeen Suuntautuneet Operaatiot

• katso peilikuvana edellä Osasta II vastaavaa operaatiomuotea

Osa IV: Kansainväliset Yhteistyöoperaatiot

• tarkoitetaan sopimusta, jossa joko
a) sovitaan tuotteiden, osien, teknisen know-how'n. liikkeenjohdollisen, markkinointi- tms. know-how'n vaihdosta ja/tai kehittämisestä ulkomaisen yrityksen 

kanssa tai
b) sovitaan valmistuksen jaosta, markkinoiden jaosta, yhteisostoista, yhteiskuljetuksista, yhteismarkkinoinnista, yhteistarjouksista tms. yhteistyöstä 

ulkomaisen yrityksen kanssa joko ao. tai kolmansissa maissa
• Huom! yhteistyösopimukset eivät siis sisällä ostaja-myyjä -suhdetta kuten tavanomaiset kauppasopimukset
• yhteisen yrityksen perustaminen ei kuulu yhteistyösopimuksiin, vaan se tulostetaan ulkomaisena yksikkönä joko osassa II tai III: mikäli samaan 

sopimukseen sisältyy useita eri osasopimuksia (valmistus, markkinointi, huolto jne.), tulostetaan ne kumpikin erillisinä sopimuksina

© Reijo Luostarinen
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Appendix 6. Case Interview Questions

1. Palvelustrategia

Miten bisnesidea syntyi?
Mitä palveluita yritys on myynyt ulkomaille ja missä aikajärjestyksessä?
Mille markkinoille palvelut ensi kädessä suunniteltiin?

- Mikä tekee yrityksen palveluista kansainvälisesti kilpailukykyisiä suhteessa 
suurten/kansainvälisten kilpailijoiden tuotteisiin?

- Mikä on keskimääräinen tutkimus- ja kehitysmenojen osuus yrityksen liikevaihdosta 
tällä hetkellä?
Onko yrityksellä tuotekehittely-yhteistyötä?

- Yhteistyön rooli yrityksen kansainvälisen kilpailukyvyn luomisessa/ylläpitämisessä?

2. Brandistrategia
Millaista brandistrategiaa yritys noudattaa kansainvälisillä markkinoilla?
Siihen liittyvä markkinointistrategia pähkinänkuoressa.

3. Operaatiostrategia ja Kokonaisvaltainen Kansainvälistymisstrategia

- Kuinka kauan yritys toimi Suomessa ennen ulkomaanoperaatioita? Miksi?
Mikä oli syy ulkomaanoperaatioiden aloittamiseen?

- Mitä Suomesta ulkomaille suuntautuneita operaatiomuotoja on käytetty ja missä 
aikajärjestyksessä?

- Mitä Suomeen suuntautuneita operaatiomuotoja on käytetty ja missä aikajärjestyksessä?
- Mitä kansainvälisiä yhteistyöoperaatioita on käytetty ja missä aikajärjestyksessä?
- Millä aloilla (tuotekehittely, markkinointi, jakelu, palvelut jne.) yrityksellä on 

kansainvälistä yhteistyötä?
- Millä alalla yritys katsoo hyötyvänsä yhteistyöstä eniten ja miksi?
- Mitkä tekijät ovat vaikuttaneet eri muotojen käyttöpäätöksiin?

4. Jakelustrategia

- Miten yritys on järjestänyt jakelunsa kansainvälisillä markkinoilla?
- Miksi kyseinen jakelustrategia on katsottu parhaaksi?
- Jos jakelukanavien määrä tai tyyppi on jossain kohdemaassa muuttunut, mikä on ollut 

muutoksen syy?
- Millainen on kansainvälisten kanavapartnereiden rooli?

Kuinka sidoksissa palveluiden kansainvälistyminen on uusiin jakelukanaviin? 
(Internetin merkitys palveluiden jakelussa)

- Jos operaatiomuoto on muuttunut, miten muuttui jakelu?
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5. Markkina- ja Asiakasstrategia

Mikä on yrityksen asiakassegmentti?
Mikä on kotimarkkina-alue? Onko se tärkein markkina-alue?
Missä jäijestyksessä yritys on edennyt ulkomaisille markkinoille?
Millä perusteilla kohdemarkkinat on valittu: tuttu markkina-alue tärkein tekijä vai 
asiakkaat juuri näille palveluille ympäri maailmaa?
Onko operatiivinen toteutus ollut sama kuin strateginen aikomus kansainväliselle 
etenemiselle markkinoittain?
Näytä kuvio voimakentästä (Powerfield of internationalisation). Mitkä ovat tärkeimmät 
kansainvälistymistekijät ja millainen merkitys Suomen markkinoiden pienuudella oli 
yrityksen kansainvälistymiselle?
Onko yrityksen alalla jokin maa, jossa tapahtuu suurin osa uusista innovaatioista ja 
jossa on tärkeimmät asiakkaat ja/tai kilpailijat edustettuina ja jossa on osaavampaa 
työvoimaa/tärkeitä tuotantotekijöitä? Toimiiko yritys siellä?
Etsiikö yritys uusia asiakassegmenttejä palveluilleen?
Onko mahdollista, että uusien asiakassegmenttien löytäminen vaikuttaisi merkittävästi 
yrityksen myynnin maantieteelliseen jakaumaan?
Kuinka todennäköistä on, että yrityksen myynnistä tulevaisuudessa yli 50 % tulee 
Euroopan ulkopuolisilta markkinoilta? Miksi/miksi ei?

6. Kansainvälistymisen Haasteet

Onko kansainvälistymisen nopeus tyydyttävää?
Jos ei niin mikä estää saavuttamasta haluttua kansainvälistymisvauhtia?
Mitkä ovat yrityksen kohtaamat kansainvälistymisen haasteet?
Mikä on mahdollistanut näiden palveluiden kansainvälistymisen?

7. Rahoitus

Mitkä ovat yrityksen historiansa aikana käyttämät tärkeimmät rahoitusmuodot?
Mitkä olivat rahoituksen saamisen edellytykset rahoittajien taholta?
Miten rahoituksen tärkeimmät käyttökohteet ovat vuosien aikana muuttuneet?
Miten kansainvälistyminen ja kansainvälinen markkinointi on rahoitettu?
Millainen vaikutus yrityksen toimialalla ja/tai palvelulla on ollut rahoituksen saantiin? 
Onko palveluiden kansainvälistymisen rahoitus yleisesti vaikeampaa järjestää kuin 
tuotteiden?
Onko tavoitteena myydä yhtiö tai listautuminen tai uhkana yrityksen myynti?

8. Henkilöstön Kansainvälinen Osaaminen

Mikä on yrityksen perustajien ja hallituksen jäsenten koulutustausta ja kansainvälisen 
liiketoiminnan kokemus?
Oliko perustajilla ennen yrityksen perustamista kansainvälisiä suhteita esimerkiksi 
tieteen tai liiketoiminnan parissa?
Onko henkilöstöä koulutettu erityisesti kansainvälistä liiketoimintaa silmälläpitäen? vai 
onko yritykseen tarkoituksenmukaisesti palkattu kansainvälistä kokemusta tai 
osaamista?
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Appendix 7. The Extended POM Patterns of the Case Companies

A) AtBusiness Communications Oy

Year Product Operation Market
(outward)

Inward Outward Co-operation Holistic

I1 Import
(service)

Domestic 
and Inward 

stage
2

3
Hard

services

NIMOs
(agent),
DIMOs

(representative
office).

Outward
stage

Sweden
(hot),

Russia
(hot)

4
DIMOs (sales 
and marketing 

subsidiary)
Distribution

Co
operation

stage

Germany
(hot),

Austria
(warm),

Switzerland
(warm)

52 Soft
services

DIPOs 
(production 
subsidiary - 
solutions)

Asia
(medium), 
Italy (hot), 
Far-East 

(medium), 
Arabic Gulf 

Area
(medium)

‘The company was established in December 1996, but the first year in the table is 1997,
the fourth year is the year 2000 of which the shifts during the first six months are included in the table.

2 Strategy of AtBusiness Communications for the short-term future after 6/2000.
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В) Nedecon Oyj

Year Product Operation Market
(outward)

Inward Outward Co-operation Holistic
P
2
3

i
i Domestic stase (3 to 4 vears)

4

5 Soft
services

NIPOs
(solutions)

Outward
stage

North and 
West Europe 

(hot)

6 Import 
(technology 
and OEM 
software)

DIPOs
(Joint Venture 

production 
subsidiary)

Inward
stage

Brazil
(warm)

7 DIPOs
(own

production
subsidiary)

Co-projects Co
operation

stage

Singapore,
Hongkong,

China,
Thailand,
(medium)

8
(Plan
2001-*)

Distribution South
Europe

(hot/warm)

'The company was established in 1994, the seventh year is the year 2000.

207



C) MatchON Sports Oy

Year Product Operation Market
(outward)

Inward Outward Co-operation Holistic
I1

2
Hard

services
Import

(proprietary
rights,

raw
materials,
services)

NIMOs 
(export), 

DIMOs (a 
sales and 
marketing 

subsidiary), 
DIPOs 

(production 
subsidiary)

R&D Inward, 
Outward and 
Co-operation 

stage

Europe2, 
mainly the 

UK 
(hot)

3

(Plan
2001-»

later NIPOs 
(franchising)

Marketing Asia
(medium), 
escalated 

from Japan 
(hot)

'The company was established in October 1999, the second year in the table is the year 2000, which is 
thus the first whole year of operations.
2 The first countries targeted are located in Europe, but the services are provided over the Internet and 
through the wireless network, thus reachable for people also on other continents. The sales of services are 
accordingly not necessarily limited to Europe.

D) MOT Entertainment

Year Product Operation Market
(outward)

Inward Outward Co-operation Holistic

V
Hard

services
Import

(License
rights,

service)

NIMOs
(export),

DIMOs
(marketing
subsidiary),

DIPOs
(production
subsidiary).

Marketing,
Distribution,

Branding.

Inward, 
Outward and 
Co-operation 

stage.

Singapore
and

Hongkong,
(medium),

Europe
(hot),

USA
(hot)

2
(Plan
2001-»)

Australia
(hot),

South
America
(warm).

'The company was established in February 2000.
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Appendix 8. Comparison of POM-($)ICA Strategies among Born Globals
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