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ABSTRACT

Rapid globalization during the last few decades has had a strong impact on the 
internationalization processes of most companies in the world. During the 1990s a new 
phenomenon, ‘bom global’ firms, emerged as many small and medium sized companies 
started an internationalization process that deviated from the mainstream of traditional 
internationalization processes. These phenomena have since been studied more intensively. 
New approaches and models, which indicate the special nature of these companies in 
relation to their globalization strategies, have been developed.

The objective of this study was to identify the globalization patterns common to Finnish 
high service, high know-how, and high system companies, particularly those operating in the 
area of wireless technology. The main focus has been to analyse how these patterns deviate 
from the mainstream patterns of internationalization, and determine whether the patterns 
deviated from the globalization patterns of other bom global companies. The theoretical 
framework used in this study is to some extent based on the earlier studies made of bom 
globals in several FIBO research projects at the Helsinki School of Economics. This 
research project is also part of a larger Born Globals project at the Academy of Finland’s 
LUKE research program funded by Tekes, the National Technology Agency.

The empirical research was based on multiple case study methodology in which the product, 
operation, market, price, distribution, customer and advertisement strategies of four Finnish 
wireless technology companies were analysed in depth. The industry-specific characteristics 
and their effect on the internationalization process were included in the framework. 
Furthermore, the holistic and comprehensive framework was expanded to include the roles 
of the founders and managers, the networks, the financial resources of the companies, and 
the innovations behind the companies under consideration.

The results suggest that born globals in the wireless sector do deviate from the traditional 
internationalization process in many areas, and to a large extent the findings support the 
earlier research on bom global companies. The main reasons for the deviations are 
presented. This study contributes to the research on internationalization and offers new 
explanations to help develop a more comprehensive model of internationalization.

Keywords: born global, internationalization process, globalization strategy, global 
marketing strategy, high know-how, high service, high system, wireless technology 
companies
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1 INTRODUCTION

This chapter will start by presenting the background for the research. The research problem 

and gap, and the research objectives and questions will be introduced. The key concepts of 

the research will be defined and limitations of the research discussed.

1.1 Background

The internationalization process of a firm has been one of the main areas studied in 

international business research, and, during the last decade, a new phenomenon in this area, 

the internationalization process categorized as a ‘born global’ firm, has come to public 

attention. The emergence of these new kinds of firms has challenged the traditional ‘stages’ 

theories of internationalization. Even though there have been some signs of deviation from 

the mainstream pattern already included in the earlier internationalization studies 

(Luostarinen, 1979; Johanson and Vahlne, 1977; Luostarinen and Welch, 1990; Luostarinen, 

1994) these events were seen as exceptional. In the beginning of the 1990s more evidence of 

these deviations was found (Jolly et al„ 1991; McDougall et al., 1994; Oviatt and 

McDougall, 1994; Bell, 1995). One of the first studies that focused on the born global 

phenomenon and the one that introduced the term ‘bom global’ was conducted by Rennie 

(1993). Knight and Cavusgil (1996) stated that firms which are referred to as ‘bom globals’ 

have emerged over the last decade or so in several countries across Europe, in the US, and in 

Australia. Most bom globals have been established after 1985, and the number of these 

companies has increased rapidly in recent years (Luostarinen and Gabrielsson, 2004). The 

phenomenon is new and even though valuable studies have been carried in the area already, 

there is still a need for more research in order to achieve a deeper understanding of the 

phenomenon, and to be able to develop a more comprehensive and holistic model of 

internationalization that better answers the questions of internationalization in the more 

globalized business environment of the 21st century.

Traditional theories of the internationalization of a firm define it as an incremental and 

gradual process (Johanson and Vahlne, 1977; Luostarinen, 1979). Traditionally, firms have 

first done business within domestic markets, then entered neighboring international markets, 

and later expanded to other countries further afield, but still on the same continent, and only 

thereafter started to globalize into the markets of other continents (Luostarinen, 1994). 

However, many researchers (Jolly et al„ 1991; Rennie, 1993; McDougall et al., 1994; Oviatt
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and McDougall, 1994; Bell, 1995; Knight and Cavusgil, 1996) have recently argued that a 

new kind of firm - born globals - do not follow the traditional path of internationalization. 

In the late 1980s, and especially in the 1990s and 2000s, an increasing number of companies 

started their globalization immediately after establishment without any preceding domestic 

operations, or simultaneously with domestic business operations (Luostarinen and 

Gabrielsson, 2004). International business research needs to pay more attention to these 

firms and their growing importance in international markets (McDougall and Oviatt, 2000).

Bom globals have increased their role in the whole world’s economy and in most countries. 

However, it seems that as a result of stronger push and pull forces for companies in small 

and open economies (SMOPECs), bom global companies tend to emerge in these countries 

(Luostarinen and Gabrielsson, 2004). The pressure to globalize earlier is stronger for 

companies in these countries, as the demand in their domestic markets, even though 

sophisticated, is usually not sufficient for the company to survive (Luostarinen, 1994; 

Luostarinen and Gabrielsson, 2004). Moreover, the importance of bom globals for the 

economies of SMOPECs is relatively higher than for large countries (Rennie, 1993; 

Luostarinen, 1994; Luostarinen and Gabrielsson, 2004). A small domestic market requires in 

many cases a high level of internationalization (Luostarinen, 1979). Finland is a good 

example of a small country outside of the main markets. However, during a very rapid 

growth in the global wireless technology industry, mainly led by a few global mobile 

communications companies, Finland’s role has been remarkable, spearheaded by Nokia, the 

world’s leading manufacturer of mobile phones (Ministry of Transport and Communications 

Finland, 2003). The size and importance of the ‘wireless-cluster’ in Finland has been 

growing alongside Nokia’s success, and has also created a good environment for smaller 

companies to grow and internationalize (BBC, 2001; Ministry of Transport and 

Communications Finland, 2003). In return, these companies have added to the success of 

this whole cluster and thus also helped the Finnish economy to grow. How these companies 

rise and grow successfully is worth studying, both academically, and for the companies 

themselves and the economies in which they originated.

The author of this study believes that the research on Finnish wireless technology born 

globals will contribute to the research on born globals that has already been conducted at the 

Helsinki School of Economics. This research is part of the Bom Globals research project, 

the largest subproject of the LUKE research program funded by the Academy of Finland and
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TEKES, the National Technology Agency. The researcher also expects that the findings of 

this study would serve the needs of Finnish wireless sector companies in their future 

internationalization.

The writer of this report has 13 years of experience in the telecommunication industry and 

has worked in close co-operation with several telecommunication operators, manufacturers, 

and software and application developers.

1.2 The Research Problem and the Research Gap

Bom global companies face many challenges. These companies require more ambitious 

international growth targets than those in more traditional industries. They have to enter 

complex foreign markets and face global competition in the first years of their existence 

(Preece et al., 1999; Knight, 2001; Luostarinen and Gabrielsson, 2004). If they do not enter 

international markets early, they may lose their market share, which may be crucial for their 

long-term success in their global niche business. As mentioned briefly in the previous 

section, for bom globals in small countries, such as Finland, the challenges to 

internationalize may be even greater than in larger countries. Furthermore, bom globals are 

often technologically oriented and the entrepreneurs need to keep up to date both with rapid 

technological development, and the competitive environment of various foreign markets 

(Preece et al., 1999; Luostarinen and Gabrielsson, 2004). Several researchers (Luostarinen, 

1994; Knight, 2001; Luostarinen and Gabrielsson, 2004) have found this challenging as 

these firms have limited resources and lack international business knowledge. Luostarinen 

and Gabrielsson (2004) argued that one of the greatest challenges for bom globals seems to 

be a lack of adequate managerial resources to handle international functions, as managers 

are often young and technologically competent entrepreneurs, but with little international 

business experience. Moreover, these firms do not have the same marketing power as large 

multinational enterprises (Knight, 2001). However, they need to find optimal solutions to 

expand rapidly, at the same time sustaining their competitive edge (Kirpalani and 

Luostarinen, 1999). For many of these firms, these challenges arise too early (Kirpalani and 

Luostarinen, 1999). In many cases bom globals use hybrid distribution channels, utilizing 

their own and external resources at the same time (Madsen and Servais, 1997).
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For small firms, though, this brings another challenge: to manage strategic alliances globally 

(Madsen and Servais, 1997). Usually potential international partner and customer companies 

need to be convinced and this requires a lot of effort, as credibility on a global scale can be a 

major issue for a small firm (Luostarinen and Gabrielsson, 2004).

Even though research on bom globals has been carried out for a decade, debate still occurs 

over the suitability of traditional internationalization models to characterize the 

internationalization process of bom globals. Furthermore, many researchers have called for a 

more comprehensive model on internationalization generally. Some issues such as the roles 

of the firms’ external resources and the time before the establishment of a bom global 

company clearly need to be studied more in depth. These gaps in the research will be 

discussed in the remaining part of this section.

Cavusgil (1984) believed more in evolutionary than revolutionary development in 

internationalization. He argued that established theories should be used as a basis for 

developing a more holistic and comprehensive model of internationalization. Some of this 

work has been carried out by Luostarinen and Welch (1990), who introduced the inward and 

co-operation modes of internationalization, in addition to existing outward modes. However, 

although several findings in the early 1990s showed evidence of the existence of bom global 

type companies (Luostarinen and Welch, 1990; Luostarinen, 1994), these deviations have 

still not been fully incorporated into internationalization models, and the need for a more 

comprehensive internationalization model still exists. Furthermore, Buckley and Ghauri 

(1994) suggested than although incremental models may be valid for the internationalization 

of some large companies, in many cases context influences internationalization, and also the 

pace of internationalization may have changed over time. Remarkable changes in the global 

business environment in the 1990s have created new challenges and opportunities for all 

firms to internationalize (Luostarinen and Welch, 1990; Dunning, 1995). Clearly these 

changes have also affected the internationalization processes of companies, requiring 

réévaluation of the theories and concepts of international business research (Dunning, 1995), 

especially systematic research on challenges of internationalization of bom global 

companies (Karagozoglu and Lindell, 1998). It is not yet completely understood whether 

bom globals deviate significantly from the traditional internationalization models or they 

just proceed faster. In general, it seems that both international process theories and newer 

bom global models are applicable, and a richer theory that includes the limitations of
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knowledge but also pays attention to the resources that enable the use of knowledge in 

internationalization can be developed (Yli-Renko et al., 2002).

Traditionally, manufacturing firms have been the main source of empirical data in the 

research of internationalization models (Johanson and Vahlne, 1977; Luostarinen, 1979). 

Most of the early research on bom global companies has also focused on manufacturing 

companies in high-tech industries (Jolly et al., 1991; Rennie, 1993: Knight, 2001). It seems 

that, generally, traditional internationalization patterns are more applicable for 

manufacturing companies, but for service companies the situation may be different and more 

committed direct investment modes may be used earlier (Luostarinen and Welch, 1990). In 

the case of bom globals this effect may be intensified. Some bom global researchers (Bell, 

1995; Reuber and Fisher, 1997; Majkgård and Sharma, 1999; Arenius, 2002) have focused 

on software and service companies in their research. However, more research is needed in 

this area (Knight, 2001). Moreover, industry characteristics and stmctures, and the growth of 

the industry, seem to be relevant issues for the internationalization of a firm (Buckley, 

1989). Jones (2001) called for more research on bom globals within a narrowly defined 

sample of firms in an industry or in a geographical area. He believed that too many surveys 

have been too cross-sectional, covering firms of all types. He argued that the results of these 

kinds of studies may not bring out all the relevant differences in internationalization 

processes, and that a more focused approach would generate richer data for theory 
development.

In the Finnish wireless technology sector many innovative high know-how, high service, 

and high-system firms were established in the late 1990s. These firms have not been studied 

as extensively as some other bom global firms in the industries where the development of 

the whole industry, and thus the research, has started earlier. Buckley (1989) argued that in 

the early phases of the industry’s development, many small firms prosper. However, he 

claimed that when the industry matures a few firms start to dominate. How this applies to 

the bom globals has not yet been explored. The author believes that filling this gap in 

research will provide valuable information about the Finnish bom globals in one exemplary 

industry, and thus strengthen the substance of the latest theoretical findings on bom globals 
generally.
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1.3 Research Objectives and Questions

Based on the research problems and the research gap discussed in the previous section, the 

objective of this study is to explore the patterns of Finnish wireless technology bom global 

companies’ internationalization process, or actually, globalization process. This multi-case 

study of four bom global companies analyses their internationalization processes, and how 

they deviate from the mainstream process of internationalization and from that of other born 

global companies.

The following research questions are set for the study:

Research Question 1: How do the Finnish wireless technology born globals 

internationalize? What have been the globalization strategies and respective global 

marketing strategies they have followed in general?

Research Question 2: Have the globalization strategies and respective global 

marketing strategies they have followed varied from those of traditionally 

internationalizing companies. If they have, why this has happened?

Research Question 3: Have the globalization strategies and respective global 

marketing strategies they have followed varied from those of other Born Global 

companies. If they have, why this has happened?

1.4 Definitions

Born Global Firm Rennie (1993) defines born globals as firms where the management 

views the world as one marketplace from the outset of the firm’s founding. In his definition 

these firms begin exporting within two years of their establishment and export at least 25% 

of total production. He identified that the majority of these firms were established by active 

entrepreneurs, usually as a result of a significant breakthrough in some process or 

technology. Products usually involve substantial value-added qualities and are often targeted 

at industrial customers (Rennie, 1993). In Luostarinen and Gabrielsson’s (2004) definition 

bom globals were established mainly after 1990, and are, on average, much younger than 

traditional companies. They found that these companies do not have a domestic stage, or if 

they do, it is very short, less than two years old. Furthermore, they argued that these firms
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had a vision to be a global company since their birth, and that 50% of their revenue was 

generated outside of their home continent. However, this latter definition may be too 

restrictive, as most of the companies are still so young that in practice they have not had 

time to generate such a large share of their revenue from other continents. As in Luostarinen 

and Gabrielsson’s research, so in this research, this purest definition of born globals will be 

relaxed. McDougall et al. (1994) defined international new ventures as companies that from 

inception were looking for international markets to market their products and to seek 

resources. These companies enter markets where there is potential for their product, 

regardless of physic distance. Based on these definitions, in this research a bom global 

company refers to a company that has a global vision and enters international markets from 

its inception or soon after, and a major part of its business activities is international.

Globalization Clark and Knowles (2003) defined globalization as ‘the process by which 

economic, political, cultural, social, and other relevant systems of nations are integrating 

into World Systems’. Luostarinen and Gabrielsson (2004) wrote that: ‘globalization is used 

in the geographical sense, as a spatial term, to denote the process where the firm extends its 

operations over the border line of the domestic continent to other continents.’ In this paper, 

the focus is on the globalization of firms. However, political, cultural and social systems, as 

mentioned above, also affect the environment in which bom global companies operate.

Globalization Strateeies In this paper we use Luostarinen’s (1979; 1994) definition in which 

globalization strategies include the product, operation, and marketing strategies that a 
globalizing company uses.

Global marketing strateeies Globalization strategies are linked with global marketing 

strategies: the concept that Luostarinen and Gabrielsson (2004) use includes price, 

intermediary, customer, and advertisement strategies of a globalizing company.
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Hish-tech, Hish Service, High Know-how, Hish System, and Hish Desien companies

In this research Luostarinen and Gabrielsson’s (2004), and Gabrielsson et al. (2004) 

definitions of these types of companies will be used. These definitions have also been used 

in other Bom Global studies in the LIIKE research project.

Hish-tech companies ‘utilize advanced technologies in its products’ and R&D costs 

are more than 5% of the revenues. These companies are not included as case 

companies in this research.

Hish Service companies provide ‘exceptionally high-quality services’ which are 

intangible and ‘consumed simultaneously when produced’.

Hish Know-how companies sell ‘unique know-how’ which is often protected either 

with trademark or patent. Licenses are in many cases used to sell this know-how. 

Hish System companies offer sophisticated systems which are a combination of 

products, that is, a mix of physical goods, services and/or know-how.

Hish Desistí companies use ‘innovative design in their products.’ These companies 

are not covered in this research.

Internationalization Luostarinen and Welch (1990) define internationalization as ‘a process 

of increasing involvement in international operations.’ In their definition, in addition to 

outward modes, inward and co-operation modes of internationalization are also included. 

Traditionally, internationalization process has meant gradual and incremental 

internationalization of a firm. In this research Luostarinen and Welch’s more holistic 

approach is used. However, this research recognizes that the wider definition of 

internationalization process is not restricted to gradual development.

Wireless Technolos\ Companies In Finland there is a large mobile communications cluster 

led by one of the world’s leading mobile network and mobile manufacturers, Nokia, and a 

few innovative telecommunications operators. In this study, the author uses the term 

wireless technology companies when referring to the companies of that cluster.
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1.5 Limitations

The research described here has focused only on Finnish wireless technology SMEs that 

have been classified either as high service, high know-how or high system companies. The 

influences of the industry or the country-specific issues are limited to this environment. 

Moreover, the selected case companies were established in the late 1990s, and thus their 

globalization does not fulfill every requirement of the pure born global definitions, for 

example, their percentage of revenue from other continents. However all of the case 

companies have internationalized early from their inception, that is, within two years, and 

have a clear vision to be a global leader in their niche business area. They have thus had 

global strategies since establishment. However, as the case companies have existed for less 

than 10 years, some even less than 5 years, more longitudinal research is needed to follow 

up the development of such companies.

The exceptional growth and development in the telecommunications industry in general, and 

in the Finnish mobile communications industry in particular, has created an opportunity to 

observe an extreme case in the area of bom global research. An environment exists for an 

exploratory study to better understand the bom global phenomenon, the background and 

reasons for the establishment of these companies, and the reasons for their success. 

However, other industries and companies from other countries also need to be studied 

further to better generalize results. This exploratory study has been a qualitative study based 

on four cases; more quantitative studies will need to be conducted in order to verify the 

findings from these first studies in this area.

One objective of this study has been to elucidate the reasons behind the deviations from 

traditional internationalization patterns, not just define these deviations. Even though this 

holistic view captures many important aspects of internationalization, or globalization, of a 

firm, there are still areas that are not covered in this study, or have been mentioned only 

briefly. These areas include, for example, organization strategies, personnel strategies, and 
strategic alliances.
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2 REVIEW OF LITERATURE

2.1 Globalization Development

Business has been international in its nature since humans began trading with each other. 

After World War II the pace of internationalization for nations, firms, and people increased, 

and continues to increase, creating the discipline of International Business in the business 

management science. The main vehicle of internationalization during the first rapid 

internationalization phase after World War II was the multinational corporation (MNC) 

(Bartlett and Ghoshal, 2000), and the first internationalization theories, such as Vernon’s 

(1966) Product Cycle theory, were mainly developed by studying large US-based MNCs. 

Since then, several theories on the motives for companies to internationalize and the process 

of internationalization have been developed. A brief overview on these theories is covered in 

section 2.2. However, it can be said the 1980s, and to a greater extent the 1990s and 

following, have been the decades of globalization, and it has also been during these decades 

that the interest in the phenomenon has rapidly increased in academic business research 

(Kirpalani and Luostarinen, 1999; Clark and Knowles, 2003; Luostarinen and Gabrielsson, 

2004). Moreover, globalization has become a challenge for all international organizations 

(Luostarinen and Gabrielsson, 2001), not just for large MNCs. Yip (1989) recognized the 

importance of globalization for business managers: ‘Whether to globalize and how to 

globalize, have become two of the most burning strategy issues for managers around the 

world.’ In this section (2.1) some of the underlying factors for this development are 

highlighted and important issues around globalization in business discussed.

2.1.1 Global Enablers

During the last few decades, many forces have been driving companies around the world to 

globalize. International competition is present in almost every market in the largest 

economies in the world (Yip, 1989). The reasons for this increased international competition 

have been recognized by several authors:

• falling trade barriers, both tariff and non-tariff - EU and NAFTA are good examples 
of this (Yip, 1989; Luostarinen, 1994; Kirpalani and Luostarinen, 1999)

• de-regulation and privatization (Bartlett and Ghoshal, 1998)
• maturity in domestic markets (Yip, 1989)
• faster flow of information, improved communication and transportation networks 

(Ohmae, 1989b; Luostarinen, 1994; Madsen and Servais, 1997; Kirpalani and
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Luostarinen, 1999; Acs, Morck and Yeung, 2001; Luostarinen and Gabrielsson, 
2004)

• social developments such as more homogenous consumer needs, tastes, and values 
globally (Levitt, 1983; Ohmae, 1989b; Luostarinen, 1994; Madsen and Servais, 
1997; Kirpalani and Luostarinen, 1999; Bartlett and Ghoshal, 2000; Luostarinen and 
Gabrielsson, 2004)

• standardized products (Levitt, 1983)
• high technology investments that can not be covered by sales in domestic markets 

only, combined with shortening product life-cycles (Yip, 1989; Ohmae, 1989b; 
Bartlett and Ghoshal, 2000; Luostarinen and Gabrielsson, 2004)

• other economies of scale benefits (Levitt, 1983)
• global sourcing of resources and ideas (Bartlett and Ghoshal, 2000), globalizing 

competitors and competition (Yip, 1989; Luostarinen, 1994; Kirpalani and 
Luostarinen, 1999; Bartlett and Ghoshal, 2000; Luostarinen and Gabrielsson, 2004) 
and

• free movement of capital goods, services, and people (Luostarinen, 1994; Madsen 
and Servais, 1997; Kirpalani and Luostarinen, 1999; Acs, Morck and Yeung, 2001; 
Luostarinen and Gabrielsson, 2004).

As the business environment has internationalized, or globalized, during the last few 

decades, the number of internationally experienced people has increased (Luostarinen, 1994; 

Madsen and Servais, 1997). This new breed have become not just global consumers, but also 

global employees in demand with rapidly internationalizing organizations.

One single technological innovation driving globalization has been the internet. It has 

influenced globalization by uniting customer needs and tastes globally, and creating global 

customers (Yip, 2000). The internet has also enabled firms to search for suppliers all around 

the world, and thus also made it necessary for companies to rationalize their product 

offerings, branding strategies and pricing, globally (Yip, 2000). The internet also offers a 

very economical and efficient global marketing channel for companies, reinforcing several 

other cost drivers behind globalization (Madsen and Servais, 1997). The influence of the 

internet can been seen in almost every industry (Yip, 2000). All the forces, the global 

enablers, mentioned above, have radically changed the environment in which companies and 

organizations operate today.

This change in environment has had a fundamental impact on the strategies of most firms in 

the world. Most markets, firms, and networks have become global (Bohlin et al., 2001). The 

number of MNCs increased dramatically in the 1980s and 1990s (Bartlett and Ghoshal,
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2000). Perlmutter (1969) described the development of attitudes from ethnocentric, home- 

country based, to polycentric, host-country oriented, and finally into geocentric, world- 

oriented. In his definition geocentrism attitudes appear when companies look around the 

world to raise money, build plants, conduct R&D, and receive new ideas to serve their 

customers. Firms that were traditionally focusing only on their home country markets had to 

become international as few countries were large enough to sustain volumes that were 

required (Bartlett and Ghoshal, 2000). This new global environment, together with domestic 

push forces and global pull forces, were encouraging companies to internationalize and 

globalize (Luostarinen, 1994). The global enablers have also increased the relative share of 

the service sector in the economy, and whole regions of the world opened for the first time 

(Bartlett and Ghoshal, 1998). All these changes have meant that not only the manufacturing 

MNCs from the largest countries were driving globalization, but the companies from smaller 

countries, and smaller companies in general, have emerged in the global business 

environment and have had their own influence on it.

Although globalization development has been evident, there are some counter-arguments for 

the phenomenon. Clark and Knowles (2003) argued that the degree of globalization varies 

remarkably among different economic, political, cultural, and social systems. They 

demanded more information and research on integrating mechanisms influencing 

globalization, and were also interested in factors that restrain globalization, such as 

nationalism, government policies and national technological standards. Porter (1998) 

claimed that now when companies can source resources globally, often via electronic 

channels, many conventional wisdoms of how firms and countries compete need to be re

evaluated. However, he also argued in his research on clusters that now more than ever there 

are grounds for utilizing local advantages. Furthermore, even though Yip (2000) was 

underlining the importance of the internet to globalization, he also claimed that the impact 

will not be uniform, its effects differing between industries and between countries. So, 

although globalization affects all countries and industries, the pace and strength of its 

influence still varies.

To sum up, even though the strength of globalization development has varied between 

industries, countries, and organizations, this influence has still been much stronger and much 

more comprehensive than the ‘years of internationalization’ from World War II until the 

1980s. This development has influenced most countries and companies in the world
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regardless of their size and location. In the next two sections the globalization development 

in small countries and the impact of globalization on small companies will be reviewed in 

more depth.

2.1.2 Globalization and Small Countries

Some drivers of globalization have had greatest force in small countries. If a country has 

small and open domestic markets, the companies in that country are forced to enter 

international markets in order to cover rising R&D costs and utilize other economies of scale 

(Luostarinen, 1979). In general, internationalization is one of the alternative growth 

strategies for a company, but for small country firms the role of internationalization is 

different than for firms with large home markets (Luostarinen, 1979). Companies that have 

small domestic markets face stronger push forces compelling them to explore international 

markets earlier that companies from larger countries (Madsen and Servais, 1997; Czinkota 

and Ronkainen, 2001; Luostarinen and Gabrielsson, 2001). Luostarinen (1979) found that 

for 70% of 1,006 Finnish companies that operated internationally the small size of domestic 

markets was either an important or very important reason for their internationalization.

In addition, Luostarinen (1994) recognized other important issues for firms in small 

countries, especially in countries that are in peripheral locations not close to the main 

markets, that is, with limited impulses from the international business environment. He 

suggested that these companies must be active, as otherwise they would not receive all the 

weak signals needed to develop products and to find market opportunities.

2.1.3 Globalization and SMEs

As mentioned above, large MNCs have been the major force and the dominant company 

structure in the early phases of the internationalization of business. As several researchers 

(Jolly et al., 1991; Clark and Knowles, 2003) have noted, international business research on 

globalization and global strategies had focused primarily on MNCs. However, during the 

last decades more and more SME companies have entered into global business, and the 

importance of SMEs for the global economy and for many individual nations has increased 

remarkably (Prasad, 1999; Knight, 2001). Global enablers, listed in the previous section, 

have had a very strong impact, especially on smaller companies, paving the way for these 

firms to globalize. Bartlett and Ghoshal (2000) claimed that small internationalizing firms
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have gained most from global enablers, as transaction costs, which have been one major 

reason for the existence of large MNCs, have decreased remarkably. The gap in the 

competitive edge between smaller and larger firms has diminished (Karagozoglu and 

Lindell, 1998). Moreover, at the same time as these forces have enabled the 

internationalization of SMEs, they, together with increased cross-border competition, were 

also putting great pressure on SMEs to internationalize (Knight, 2001). In this section some 

of the main reasons behind this development will be covered.

Kirpalani and Luostarinen (1999) argued that the latest globalization development has 

offered excellent growth opportunities, especially for firms in niche businesses. The 

decrease in several barriers to internationalization, together with progress in information and 

communication technologies have created new means for smaller companies to enter 

international markets (Prasad, 1999; Knight, 2001). Specialization, customization, and niche 

production have become prosperous strategies in today’s business environment (Madsen and 

Servais, 1997; Kirpalani and Luostarinen (1999). Traditional assumptions of the eclectic 

paradigm that a firm’s resources and capabilities are limited to its own organization are no 

longer applicable (Dunning, 1995). Vertical integration, the virtue for large MNCs, is no 

longer the most effective and flexible way to organize all the business activities (Dunning, 

1995; Porter, 1998; Kirpalani and Luostarinen, 1999), rather, collaborative agreements 

between companies seem to have become the new dominant business model (Dunning, 

1995).

The internet, as a global enabler, has made it much easier for even small companies to 

establish their international operations. Many international business operations can be 

covered easily from the same office (Madsen and Servais, 1997: Yip, 2000), which has 

challenged traditional business models and created new opportunities, especially for SMEs, 

in international markets (Tiessen et al., 2001). This new breed of web-based firms has 

challenged the existing incumbents in many industries (Yip, 2000).

Innovation has also been important in promoting the appearance of small companies in 

global business. New innovation-led production required more co-operation between 

different economic agents (Dunning, 1995). For example, for large vertically integrated 

firms it could be harder to innovate, as they face challenges of cannibalizing their existing 

products (Porter, 1998). Today products include so many different technologies that it has
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become impossible for most companies to have world-class competence in all of them 

(Ohmae, 1989a). This view was supported by Knight (2001), who found that entrepreneurial 

SMEs promote technological innovations and new product development. In addition, the 

rapidly increasing investments that were needed for R&D and innovations were an 

important factor behind the creation of strategic alliances: firms could share risks and were 

able to specialize in sub-technologies where their competencies lie (Acs et al., 2001; Bohlin 

et al., 2001). Furthermore, better property rights protection has motivated innovators to 

establish their own companies, instead of working as employees in large MNCs (Acs et al.,

2001).

In the area of R&D, but also in many other business functions, outsourcing many of the 

firm’s activities has become an attractive strategic alternative. Prahalad and Hamel (1990) 

underlined these issues by emphasizing the importance for companies to focus on their core 

competencies rather than integrating vertically. Larger companies have noticed that it may 

be too challenging to globalize successfully in several businesses (Kirpalani and 

Luostarinen, 1999), and it has become necessary to de-intemalize and decentralize activities 

(Buckley, 1989). This development in the business strategies of large MNCs has advanced 

the creation of networks and alliances. International inter-firm co-operation, such as the use 

of subcontracting and contract manufacturing, has increased remarkably (Luostarinen and 

Welch, 1990; Dunning, 1995). The need for firms to expand internationally simultaneously 

in many markets, and at the same time be active in new product development has required 

firms to build integrated networks including the firm’s own organizations, but also external 

partners (Bartlett and Ghoshal, 2000). Companies no longer meet new customer needs 

without technology and help from others (Ohmae, 1989a). These pressures on 

competitiveness have been especially apparent in high technology and information-intensive 

sectors, and in these sectors cross-border alliances have been emerging and many 

subcontractor networks have been created (Dunning, 1995). Even the largest firms must rely 

on external resources in order to survive in the global market.

This demand from larger companies to utilize networks and strategic alliances has been 

satisfied by many smaller firms. A growing number of small firms are part of a network that 

usually one large firm dominates as a leader (Dunning, 1995; Prasad, 1999). Dunning (1995) 

claimed that the success of many small firms is based on this relationship, as the leading 

firms are regular customers and also suppliers of some important asset. As a part of these
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new networks small companies are an integral part of the world economy, even though they 

do not necessarily export directly or invest directly abroad (Acs et al., 2001).

2.1.4 The Role of Clusters in a Global Business Environment

These new business networks and strategic alliances are international in their nature. 

However, the role of location is being emphasized even more than ever, even though 

competition is now global. Porter (1998) argued that many competitive advantages are based 

on local issues such as relationships, knowledge, and motivation. He used the term ‘cluster’ 

and defined it as ‘the geographic concentrations of interconnected companies and 

institutions in a particular field’. These companies can include suppliers of components and 

services, and infrastructure providers, quite often extending to customers and distribution 

channels on the downstream, and laterally to producers of complementary products and 

related industries. Dunning (1995) stated that the growth of clusters offers economic benefits 

for companies that are located in them, and he noted entrepreneurial and start-up firms 

among the firms that can gain from being a member of a cluster.

Clusters need co-operation, but also competition, to work effectively (Porter, 1998). 

Transaction costs in a cluster will decrease as a result of many competitive suppliers, and in 

an environment where transaction costs are low, firms do not need to invest directly and can 

rely more on external partnerships (Kirpalani and Luostarinen, 1999). As Porter (1998) 

described, ‘cluster is an alternative way of organizing the value chain’. Trust is needed to 

create and sustain strategic partnerships and alliances (Jennings et al., 2000); in clusters co

operation and trust play a vital role and are easier to control than in networks that are not 

location bound (Porter, 1998). At its best, the cluster can represent the most refined form of 

business network and can offer an environment that fosters the prosperity and global 

competitiveness of all the companies in that cluster, whether these companies are large 

MNCs or new small entrepreneurial firms.

2.1.5 Conclusion

Globalization of business has been a phenomenon of the 1990s and the early 21st century. 

Several global enablers have helped companies to globalize, and perhaps nowhere has this 

had greater effect than among SME companies. Large MNCs needed to reevaluate their 

strategies and concentrated more on their core competencies. Outsourcing has become a
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norm and as a result, networks and partnerships for firms have become essential. The 

importance of location has not diminished, but the way location influences the competition 

is now defined in clusters. A firm’s external resources have become the natural extension of 

a firm’s own resources. This development has varied between industries. In high-tech and 

information technology industries, where innovations are never-ending, the pace of change 
has been among the most rapid.

2.2 Traditional Internationalization Theories

This chapter introduces traditional theories on internationalization and internationalization 

processes. Some counter-arguments and criticism of these early theories are discussed.

2.2.1 Early Theories

As mentioned in the previous chapter, large MNCs were the major vehicle in the 

internationalization of business since World War II. The first theories on internationalization 

mainly focused on these kinds of firms and their activities in the 1950s - 1970s. The 

transaction cost theory was based on the idea that it is more effective, especially 

internationally, to internalize the activities than operate transactions between different 

companies (Williamson, 1975; 1979). This theory is also closely related to the 

internalization theory (Buckley and Casson, 1976; Rugman, 1982), and to the eclectic theory 

(Dunning, 1988). In Vernon’s (1966) product cycle theory the timing of innovation and the 

launch of products at different times in different countries was grounded on the strong 

position of the US economy compared to the rest of the world, especially during 1945 - 

1966. At that time the US was the engine of the world economy and its relative share of the 

world’s purchasing power was much greater than it is today. Also the pace of development 

was much slower at that time.

These first traditional internationalization theories were mostly developed in the US and in 

other large countries. They concentrated on the reasons behind the existence of MNCs, not 

so much on the actual internationalization process, except in the case of the product cycle 

theory and some later research on MNCs. For these companies, usually the US MNCs, 

internationalization was in general a gradual process originated from the company’s 

domestic market strategies (Bartlett and Ghoshal, 2000). First these companies developed 

the strategy for domestic markets, then later they began to internationalize this core strategy, 
and at last, to globalize the international strategy (Yip, 1989).
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2.2.2 The Uppsala Model

In the 1970s Scandinavian, mainly Swedish, researchers (Johanson and Wiedersheim-Paul, 

1975; Johanson and Vahlne, 1977), in response to the studies focusing on large US 

corporations, studied companies from smaller countries. These longitudinal studies viewed 

internationalization more as a dynamic process, unlike most of the traditional 

internationalization theories that were mainly concerned with the reasons companies 

internationalized. This research was mainly based on studies of Swedish companies, and the 

main assumptions behind this Uppsala model were that companies first develop in domestic 

markets and then start their internationalization gradually without heavy investments abroad 

in the first phase of the process.

The research of Johanson and Wiedersheim-Paul (1975) and Johanson and Vahlne (1977), 

the two studies that created a basis for the Uppsala internationalization model, based their 

theoretical background on the behavioral theory of the firm, created by Cyert and March 

(1963) and Aharoni (1966). They also introduced a concept of physic distance that was one 

core component and explanatory factor of their incremental internationalization process. 

Johanson and Wiedersheim-Paul (1975) believed that the most important barriers to 

internationalization were lack of knowledge and resources, and that these barriers will be 

decreased with gradual decision-making and by gaining more information about 

international markets and operations. They believed that a company increases its 

commitment in international markets with sequential incremental decisions during a long 

time period. Based on the Uppsala internationalization process model, there is a continuous 

interaction between foreign market and operations knowledge development, ‘state aspects’, 

and growing commitment to these markets, ‘change aspects’ (Johanson and Vahlne, 1990). 

Johanson and Vahlne (1977) claimed that unless a company has very large resources or the 

different markets where it is operating are stable and homogenous, further moves to 

internationalize will be carry out in small steps. Johanson and Vahlne (1977) were mainly 

focusing on current business activities when they were measuring and analysing the 

accumulation of international experience in their case companies. They believed that 

companies do not possess knowledge about foreign operations or markets when they start 

their internationalization. Organizational learning is vital in the analysis of the Uppsala 

model.
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One of Johanson and Vahlne’s (1977) main assumptions was that the experiential 

knowledge that companies have accumulated is usually associated with the particular market 

in question and cannot be utilized in different markets. Johanson and Wiedersheim-Paul 

(1975) argued that uncertainty avoidance has caused firms to start their internationalization 

by exporting to neighboring countries, or other countries that are well known and similar to 

their own country. They also claimed that the level of commitment in individual markets 

will increase over time, and in their ‘the establishment chain’ they defined four phases of the 

internationalization process: 1) no export activities, 2) export via independent 

representatives, 3) sales subsidiary, and 4) production and or manufacturing. They did 

acknowledge that there may be exceptions in the establishment chain, and that firms with 

notable experience from other international markets may jump over the stages, and that in 

some cases there are also exceptions in the concept of physic distance. They also noticed 

that physic distance is not static; rather it changes through time as a result of development 

in, for example, communication systems. However, they believed that most changes occur 
slowly.

Furthermore, Johanson and Wiedersheim-Paul (1975) found some evidence that the 

internationalization process has been more rapid within the companies that have started their 

internationalization later, and they also recognized that there have been market and industry 

specific issues that have caused firms to make strategic decisions that have forced them to 

depart from the ‘establishment chain’. However, their conclusion was that in general 

companies do follow the ‘establishment chain’, which offers a model for a mainstream 

internationalization process: companies internationalize gradually and increase their 

commitment as their experience from foreign markets increases.

2.2.3 Innovation Related Models

During the 1970s and 1980s the internationalization process models also started to develop 

in the US and in other large markets. These ‘Innovation Related Models’ (Bilkey and Tesar, 

1977; Cavusgil, 1984; Czinkota 1982) are similar to the Uppsala model, sharing the same 

idea about organizational learning and gradually increasing commitment to international 

markets. Andersen (1993), and Moen and Servais (2002), in their analyses, pointed out that 

these models have been viewing internationalization as an innovation of the firm.
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Cavusgil (1984) in his research of US firms classified firms by their degree of 

internationalization as experimental exporters, active exporters, and committed exporters, 

and found differences between these groups with respect to their internationalization 

processes. Bilkey and Tesar (1977) and Czinkota (1982) have presented other classifications 

of the stages, but all the innovation models share the idea of the stages with the Uppsala 

model.

Bilkey and Tesar (1977) in their research of 423 small and medium-size US manufacturing 

companies recommended that firms at the early phase of their internationalization should 

start with psychologically similar countries. However, they did agree that if the firm receives 

unsolicited orders, they should be answered as this could shorten the internationalization 

process for the firm. Cavusgil (1984) in his research found some irregularities in stages, as, 

contrary to expectations, the experimental and active exporters did not focus only on 

‘psychologically close’ markets such as Canada.

Even though there are some differences among the Innovation Related Models and some 

stages may be named differently, all these models share the view of gradual 

internationalization and the role of learning in the process. Learning is fundamental in the 

Innovation Related Models. Bilkey and Tesar (1977) emphasized the importance of 

management learning and the role of management’s risk aversion behavior. Buckley (1989) 

argued that the learning process and the role of information are crucial in reducing risk. He 

believed that each stage in internationalization elaborates learning. Bilkey and Tesar (1977) 

also discovered that the quality and dynamism of the managers was a much more important 

indicator of the firms’ internationalization than was the firm’s size. They claimed that the 

foreign language skills of managers, or managers having lived overseas, correlated 

positively with the internationalization of their firm.

2.2.4 The Helsinki Model

The research conducted mainly in Helsinki, lead by Luostarinen (1979; 1994), but also 

contributed by Luostarinen and Welch (1990), Kirpalani and Luostarinen (1999), and more 

recently Luostarinen and Gabrielsson (2001; 2004) is closely related to the Uppsala model. 

This research and the Uppsala model together compose the ‘Nordic models of 

internationalization’. Nordic countries have contributed significantly to the research on 

internationalization (Buckley and Ghauri, 1994). Both the Uppsala model and research by
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Luostarinen and others emphasize the organizational learning and gradual process of 

internationalization. However, there are some differences, and the research conducted by 

Luostarinen and others has continued to build a more holistic model for internationalization 

of the firm than earlier models. This research is being based mainly on the FIBO research 

based on more than 1,000 Finnish firms (Luostarinen, 1979; 1994), but firms from other 

small and open economies have also been included (Luostarinen and Welch 1990; Kirpalani 

and Luostarinen, 1999). In this research we use the term ‘Helsinki model’ for this research 

branch.

Luostarinen’s (1979, 1994) models of internationalization are based on the behavioral theory 

of the growth of firms, and he has also included some elements from the systems theory, to 

make the model holistic. One of the main concepts in his research has been ‘lateral rigidity’, 

as he claims that the lateral rigidity caused by uncertainty and imperfect knowledge is the 

main reason behind the incremental internationalization process. He argued that uncertainty 

contributes to decision-making in such a way that firms would rather do things as they have 

done before. If changes are to be made, they occur gradually and are based on accumulated 

knowledge acquired during the organizational learning process. He claimed that knowledge 

is the main factor in this change process and based on accumulated knowledge the firm is 

either elastic or inelastic towards change. Welch and Luostarinen (1988) argued that this 

evolution in the internationalization process of a firm is a result of leaming-by-doing. 

Luostarinen (1994) claimed that the firm’s size is an important factor and smaller firms with 

more limited financial and personnel resources have higher lateral rigidity towards 

internationalization. In Figure 2.1 the factors causing lateral rigidity, limited perception, 

restrictive reaction, selective search, and confined choice are defined and the roles of 

knowledge and organizational learning are illustrated.
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Figure 2.1 Framework for the Role of Organizational Learning in the Laterally Rigid Decision-making
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POM - Strategy
Luostarinen’s (1979) internationalization process consisted of different stages: domestic, 

starting, developing, growth, and mature. He argued that the companies follow a step-by- 

step process through these stages. Luostarinen’s (1979; 1994) holistic POM-model analyses 

product, operation, and market strategies of internationalizing companies during these 

different stages.

Product strategy

Luostarinen (1979, 1994) used four categories to describe the product strategy of an 

internationalizing company. He found that companies first started to export physical 

GOODS. This was later followed by the sales of SERVICES to international customers. 

KNOW-HOW sales became part of the international product strategy of the case companies 

when they had some international experience, and in the last phase companies started to sell 

SYSTEMS internationally.

Operation Strategy

Luostarinen (1979; 1994) classified different international outward operation modes into the 

four different categories: NIMOS, DIMOS, NIPOS, and DIPOS. These categories were 

based on two different dimensions, the level of investments on the one hand, and on 

functional modes on the other. NIMOS were non-investment marketing operations, DIMOS 

direct-investment marketing operations, NIPOS non-investment production operations, and 

DIPOS direct-investment production operations. He found out that the main pattern that the
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case companies followed in their internationalization was sequential, starting with NIMOS, 

followed by DIMOS, NIPOS, and finally DIPOS. Kirpalani and Luostarinen (1999) believed 

that one important reason behind this stepwise development was that firms are able to first 

test their acceptance in the markets before committing further resources.

Moreover, Luostarinen (1979) recognized that inward and co-operation modes comprise a 

vital part of a holistic internationalization model, but it was not until later research 

(Luostarinen and Welch, 1988; Luostarinen, 1994; Kirpalani and Luostarinen 1999) that 

these dimensions were fully integrated into the model. Usually companies start their 

internationalization with inward operations, before entering international markets by using 

outward models, such as exporting, which is then followed by co-operation modes 

(Luostarinen and Welch, 1990). There may also be a close relationship between these 

, different modes, and strategic alliances and partnerships are often used for this purpose 

(Luostarinen, 1994).

Market Strategy

Luostarinen’s (1979, 1994) research supported the findings of the Uppsala Model, and he 

also recognized the concept of the ‘physic distance’. Luostarinen expanded the model by 

introducing the concept of ‘business distance’, which consisted of physic distance, cultural 

distance, and economic distance. He classified countries to five different categories: HOT, 

WARM, MEDIUM, COOL, and COLD, and found out that the case companies started their 

internationalization first to HOT countries. These first activities to these close and usually 

neighboring countries were then followed by internationalization to WARM countries, later 

to MEDIUM, followed to COOL, and last to COLD countries. Luostarinen and Welch 

(1990) argued that companies, especially in the early stages of internationalization, enter 

markets that are familiar and thus easier and less expensive to operate in, and that operations 

in more distant markets indicates that the company has achieved a more mature stage in its 

internationalization process (Luostarinen and Welch, 1990). Luostarinen (1979) claimed that 

distance is one of the main factors behind lateral rigidity in market strategy.

To conclude the findings on the POM-model, Luostarinen (1994) argued that for all of these 

dimensions, the internationalization strategy, the POM-pattem, was rather consistent and a 

mainstream pattern was found. This supported the concept of ‘lateral rigidity’ in a firm’s 

internationalization process. Most decision makers see best what they know best, and this
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results in choosing the customers closest to home markets and using strategies used in the 

home markets (Ohmae, 1989b). Earlier decisions can restrict later options for a firm 

(Luostarinen and Welch, 1990). However, the pattern was less consistent in more mature 

stages of internationalization (Luostarinen, 1994). For example, in the later studies 

Luostarinen and Welch (1990) argued that the process of internationalization is not 

inevitable, as they also found evidence of ‘de-intemationalization’ and ‘re- 

internationalization’ stages.

Even though the Helsinki model is closely related to the Uppsala model, there are some 

major differences. In the Uppsala model target country level of internationalization is the 

main issue, while in the Helsinki model the focus in analysis is more on the firm level of 

internationalization.

When analysing the process on a firm level, the organizational learning process can be 

cumulative, and the lessons the firm learns and the experience the employees have from 

their first international market activities can be transferred to other markets, especially if 

these other markets are similar to the first ones (Luostarinen, 1994). This can result in a 

more rapid process and leapfrogs in the process when the firm reaches more mature stages 

of internationalization and the target country patterns of the firm become more diversified 

Luostarinen, 1994).

2.2.5 Summary and Criticism on Traditional Theories

Traditional internationalization theories were mainly developed between the 1950s and 

1980s. They explained the birth and existence of MNCs, and also described the mainstream 

pattern of international ization process of the firm. However, mainly due to the changes in 

the global business, discussed in the chapter 2.1, the environment in which the companies 

operated in from the 1980s and even more so from the 1990s has changed (Luostarinen and 

Welch, 1990; Oviatt et al., 1997; Prasad, 1999; Fletcher, 2001). The same methods did not 

work any more, and the earlier theories and models were no longer satisfactory (McDougall 

et al, 1994; Madsen and Servais, 1997; Oviatt et al., 1997; Prasad, 1999; Moen and Servais, 

2002; Fletcher, 2001). New theories and new explanations were needed.

Notions that the mainstream patterns of internationalization are not universal, were actually 

observed by the researchers behind the models. Luostarinen (1979) in his first studies noted
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that if the ‘internal and external system environments’ were similar, that is there were no 

differences in country markets and products in each market were similar, firms could start 

their international operations simultaneously to domestic and foreign markets. During that 

time there were many more differences between countries than there are today and thus the 

early models also found that lateral rigidity is much higher during the early stages of 

internationalization. However, at that time Luostarinen (1979) made the first observation 

that the percentage of firms with a shorter domestic period was increasing. Luostarinen and 

Welch (1990) found that the process models were more accurate earlier, but recently more 

firms have been progressing through different stages more rapidly, or even leapfrogging 

some steps. This has occurred especially in the most dynamic industries where companies 

need to react quickly (Luostarinen, 1994).

Turnbull (1987) argued that in many cases the incremental stages theory of 

internationalization was not valid. He believed more in a contingency approach in which 

issues such as industry characteristics and operating environment are important explanatory 

factors. Hedlund and Kvemeland (1983) found in their research on Swedish companies’ 

entry into Japanese markets that firms entered more rapidly and with more investment bound 

operations than gradual internationalization process models would have predicted. It may be 

that in this case the differences in this particular market had a stronger effect than other 

issues. They highlighted the need to pay more attention to environmental circumstances, and 

they also claimed that in some cases the urge to enter important markets in order to win 

competitors might overcome the risks of uncertainties. In addition, Turnbull (1987) found in 

his research on UK firms that there were several irregularities in their internationalization 

process compared to the international process models: sometimes sales subsidiaries were 

established in countries with no existing sales, and sometimes even larger companies used 

agents in their foreign activities. He argued that in these cases the strategic reasons, 

operating environment, and industry structure for these companies were much more 

important than the limitations behind the usual gradual process. His conclusion was that the 

gradual model does not apply to UK companies. However, this was also the 

counterargument of Nordic researchers, who had developed their models to better 

understand the processes of companies in smaller countries (Luostarinen, 1994).

Several researchers (Reid, 1983; Strandskov, 1986; Turnbull, 1987) have criticized the 

‘internationalization process models’ as too deterministic and trying to predict a certain
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phenomenon more accurately than would be possible outside of natural sciences, especially 

in a diversified and rapidly changing business environment. Luostarinen and Welch (1990) 

agreed that there have been deviations from the mainstream pattern of internationalization, 

even though they claimed that in general it has been applicable. However, the importance of 

internationalization process models seems to be that they are models which are built to help 

understand certain phenomena, rather than trying to be a general theory that can predict in a 

consistent way the internationalization process of all firms (Luostarinen, 1994). It seems that 

some of the critics of the process models (Strandskov, 1986; Turnbull, 1987), even though 

they have had some good points, were too strict in their criticism when they challenged the 

process model by arguing that it rejects any deviations or reverse processes, or that the 

studies are only cross-sectional and the dimension of time is not included. This may have 

been the case with the first process models, but in the Helsinki model especially these issues 

were included in the research and the holistic model, as discussed earlier. However, 

Strandskov’s (1986) demand of a richer explanatory context that involves more variables 

and dimensions by using a ‘middle-range’ approach in developing a holistic model, rather 

than a general theory, may be advisable.

More recently Prasad (1999) argued that the process models no longer have to be sequential, 

even though the stage theories still contribute an important insight into the new 

internationalization. Oviatt et al. (1997) had a stronger argument and believed that the 

changing environment had challenged the relevance of traditional process models. Several 

other researchers (McDougall et al., 1994; Moen and Servais, 2002; Forsgren, 2002) 

claimed that there were now companies with internationalization processes that varied from 

the processes suggested by the traditional models, such as the Product Cycle theory, the 

Internalization theory, the Uppsala model, or the other stage models. Other notions on recent 

developments have been that the traditional pattern is too slow for firms to be pioneers and 

to acquire market power: the domestic period of internationalizing firms has become shorter 

and companies also enter other continents more rapidly than they have before, and 

internationalization processes have also become more proactive (Kirpalani and Luostarinen, 

1999; Luostarinen and Gabrielsson, 2001). Although the environment has changed and there 

has been criticism of the process models of internationalization, there are also some recent 

results that still support this approach. Gankema et al. (2000) argued that Cavusgil’s stage 

theory was applicable to European manufacturing SMEs. However, they also found 

variations in which some companies jumped from the first to the last stage.
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As already briefly discussed in section 2.2.4, there are also differences among different 

stages models. The early models, such as first studies by Uppsala researchers, strongly 

focused on target market patterns (Johanson and Wiedersheim-Paul, 1975; Johanson and 

Vahlne, 1977). The Helsinki model, especially the later research, emphasized the overall 

firm level pattem of internationalization over the target market pattem (Luostarinen, 1979; 

Luostarinen and Welch, 1990; Luostarinen, 1994). Luostarinen and Welch (1990) argued 

that individual country patterns vary depending on the stage in the firm’s 

internationalization process and that the firm’s pattern is ‘a sum of the target country 

patterns of the firm’. Their conclusion was that when the firm gains experience from new 

markets, it is able to utilize this when entering other new markets. This pattern enabled firms 

to proceed faster than the traditional gradual process would suggest. Luostarinen and Welch 

(1990) argued that the firm pattern still applies and thus there is no evidence that the 

evolutionary gradual mainstream pattern does not exist. This was also supported by 

Luostarinen’s (1994) later research. Furthermore, Madsen and Servais (1997) argued that 

uncertainty is no longer related to knowledge of individual country markets, but rather to 

knowledge of the company’s own processes of new production, specialization, and 

exchange. They called this process the ‘genes’ of the organization. There are uncertainties 

related to the accumulation of these skills, which supports the existence of the firm pattern. 

These views have also been supported by several other researchers (Eriksson et al., 1997; 

Madsen and Servais, 1997; Chang and Rosenzweig, 2001), who have argued that the 

relevance of market specific knowledge has decreased, but that the knowledge of a firm’s 

own resources, skills and processes still plays an important role in its internationalization.

Moreover, as briefly mentioned in section 2.2.4 on the Helsinki model, there are more 

categories in firms’ international behavior than just export modes, unlike many of the 

innovation related models (Bilkey and Tesar, 1977; Czinkota 1982) seem to suggest. 

Kirpalani and Luostarinen (1999) found weaknesses in both the company and target country 

patterns, in that all the models include only sales and manufacturing operations when 

analysing foreign subsidiaries. They argued that there are many other functions that should 

be included in analysis. Jones (2001) called for research that would pay more attention to 

this issue. In his research on small high-technology firms more than half of the firms also 

had operation modes other than trade during their early phase of internationalization.
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Furthermore, traditional internationalization process models have been far too deterministic 

and include only one possible direction: to proceed forward in their internationalization. It is 

not inevitable that this is the case, as there can be reverse development, and de- 

intemationalization and re-intemationalization are also possible (Luostarinen and Welch, 

1990; Luostarinen 1994). Fletcher (2001) did confirm this observation in his research about 

de-intemationalization in a firm’s internationalization process. In addition, these 

deterministic views have not taken into account matters such as industry specific issues, a 

firm’s own strategic decisions, or unsolicited orders. Reid (1983) believed that the entry 

modes are more context-specific than the Uppsala model suggests. He underlined the 

importance of a firm’s own strategic decisions based on the situation in its external 

environment, and that these decisions vary among different situations and different firms. 

Also Andersen (1993) argued that managers have strategic knowledge and use market 

signals as a basis for their decisions. He claimed that this fact has been mainly neglected in 

the traditional stage models, which assumed that the process would progress on its own.

Oviatt et al. (1997) emphasized that in the industries where the global competition has 

increased there is much more pressure for every firm in that industry to enter international 

markets and do so faster than the incremental process models would predict. This has been 

evident in service and high-tech industries such as the software industry (Bell, 1995). Firms 

have had less careful internationalization strategies including jumps over stages, especially 

in the later stages of internationalization, due to examples of other companies’ 

internationalization (Luostarinen and Welch, 1990). It may be that the ‘follow the herd’ 

instinct has an impact on market and investment decisions in a firm’s internationalization, 

especially if markets are considered to be the lead markets in the industry (Forsgren, 2002). 

During the last decade industry’s internationalization level may have become a more 

important explanation factor in the firm’s internationalization than its managers’ 

inexperience in international business (Oviatt et al, 1997). Industry globalization has 

reduced the uncertainty highlighted in the Uppsala and Innovation related models (Moen 

and Servais, 2002). Also Gripsrud’s (1990) research supported the view that the product 

markets in which the company operates do affect its internationalization behavior. Crick and 

Jones (2000) found evidence that several firms had a rapid and planned internationalization 

with various modes of market entry, including very committed entry strategies, for example, 

subsidiaries in many lead markets at the same time.
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In addition to industry specific issues and a firm’s own strategic decisions, external 

opportunities, such as unsolicited orders, have also influenced firms’ internationalization 

(Crick and Jones, 2000). Even though unsolicited orders have been mentioned in several 

stage models, these models have not emphasized the effect of these occurrences in the 

internationalization process, accelerating it or motivating firms to jump over stages. 

However, this seems to be the case, according to Ellis (2000), who found that several firms 

were reactive in the beginning of internationalization when buyers made the first contact. 

This has meant that the first market entries have not been consistent with the concept of 

physic distance defined in the Uppsala model and in the Helsinki model. Ellis (2000) also 

found that in the later phase firms started to be more proactive, but that at this phase no 

support for the physic distance was found either.

The traditional internationalization process models are behaviorally oriented, and are mainly 

based on two factors: the ‘lack of knowledge by the firm’ and ‘uncertainty associated with 

internationalization’ (Luostarinen, 1979; Andersen, 1993). Forsgren (2002) argued that this 

exposes the models to the influence of personnel stability in the firms, which in turn will 

reduce the suggested path dependence of the internationalization process. If we use this 

argument, we may also assume that this applies in the other direction as well: if the company 

recruits people with experience, this may affect the internationalization process more than 

the process models would predict. This is opposite to Johanson and Vahlne’s (1977) 

assumptions, which considered knowledge only as a result of organizational learning, and 

thus they did not focus on the individual managers or employees in their research. This may 

be due to the fact that most of the companies that they were analysing were so large, that the 

relative importance of one or even a few key persons is less significant than it would be in 

smaller companies. The Uppsala model takes into account only learning through own 

experience, but excludes other ways of learning such as mimetic behavior and looking for 

information about the alternative operation modes (Forsgren, 2002). These issues will be 

discussed more in section 2.4.2.

It may be that the incremental international process models may no longer be the best 

practice for firms to follow in their internationalization (Kirpalani and Luostarinen, 1999). 

Most of the traditional models focused on manufacturing industries, and thus may not be 

fully applicable to service-intensive industries. For example, in the computer software 

industry entry barriers are low and thus the size of the company is not a crucial factor (Bell,
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1995). Although the Uppsala model focused on companies from small countries, it still 

included mainly large and mature companies with long internationalization history in its 

analysis. In the Helsinki model the empirical data includes more companies of different size, 

but even in that research the main data consist of manufacturing companies. Maybe the main 

restriction in the internationalization process models has been that they are too linear in their 

explanation of complex and non-linear behavior (Bell, 1995). Furthermore, the Uppsala 

model, the Innovation based models, and the Helsinki model focused on organization 

learning in their analysis. Bell (1995), and Sharma and Blomstero (2003) recommend that 

the models in which a firm’s external networks are also included may offer better 

explanations to the internationalization of a firm.

2.3 The Network Approach

Johanson and Mattson (1988) expanded their internationalization process to include 

industrial networks. Their model still supported the other process models, though more at 

the firm level, than the target market level. Johanson and Mattson (1988) emphasized the 

relationships among companies in the network as a vital asset and resource in the 

internationalization process of a company in that network. They even argued that in 

industrial marketing the strategic focus should not be so much on products and markets, but 

rather on buyer-seller relationships. Later research on industrial networks by Johanson and 

Vahlne (1990) supported this view by arguing that firms may enter foreign markets as a 

result of the initiative of the member of the network in that country. Johanson and Mattson 

(1988) defined four different types of firms in their model, based on a firm’s own 

internationalization degree and on the degree of internationalization of the market: the Early 

Starter, the Lonely International, the Late Starter, and the International Among Others (See 

Figure 2.2).

Figure 2.2 Network Approach for Internationalization

Low Degree of 
internationalization of the 
market

High Degree of 
internationalization of the 
market

Low Degree of 
internationalization of the 
firm

The Early Starter The Late Starter

High Degree of 
internationalization of the 
firm

The Lonely International The International Among 
Others

Source: Johanson and Mattsson, 1988
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Most of the Early Starters and Lonely Internationals were internationalizing in the early or 

mid twentieth century, the situation explained by the Uppsala model (Johanson and 

Mattsson, 1988). However, in the Late Starter and the International Among Others stages, 

the international process models become less valid, as other issues than the firm’s internal 

development and resources become more relevant (Johanson and Mattsson, 1988). Usually, 

the Early Starter was already large in size, at least in relation to its domestic markets, and 

also possessed resources based on its long success in domestic markets, but still this 

company started its internationalization gradually in nearby markets, and using non

investment rather than direct-investment operations (Johanson and Mattsson, 1988). In 

contrast, the Late Starters often entered international markets by following their customers 

or complementary suppliers, being immediately engaged in large projects, and thus also 

taking larger initial steps when entering foreign markets (Johanson and Mattsson, 1988). 

Johanson and Mattsson (1988) claimed that this usually works best for smaller firms that are 

specialized to deliver a specific part for the whole system sold abroad, and that relationships 

with domestic customers who are already international themselves are valuable, particularly 

in the early development process.

In the case of the International Among Others, Johanson and Mattsson (1988) stated that the 

differences between countries are smaller and innovations are transferred more rapidly to 

global markets. They claimed that at this phase there are several national and international 

networks, and it also becomes important to exploit relationships with the companies in ‘third 

world countries’. They believed it becomes very important for a firm to influence other 

companies and use the resources of other companies in its internationalization. Moreover, 

they emphasized the importance of trust in international business transactions, and the fact 

that it takes time to build that trust. In industrialized international markets in which firms 

already have existing relationships, they have been building that trust, decreasing the 

explanatory power of internationalization process models and the relevance of MNCs when 

their existence is based on the ‘internalization theory’ and on the ‘transaction cost theory’ 

(Johanson and Mattsson, 1988). This finding also supports the research on clusters briefly 

covered in section 2.1.

Bell (1995) believed that the network theories might still support the concept of physic 

distance or the gradual process of internationalization, and thus not explain all the deviations 

from these models. There is also some evidence of small firms that were the first in their
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industry to internationalize, and have done so rapidly (McDougall et al., 1994; Bell, 1995). 

This is opposite to what the network approach would suggest about the applicability of the 

traditional models in the Early Starter situation. Neither does the network approach explain 

how companies manage to establish new non-network contacts, nor how companies have 

entered new growing target markets (Bell, 1995). Furthermore, the network approach mainly 

focuses on the relationships between different organizations in the network, largely ignoring 

the influence of individuals in these networks. Clearly more explanations and new models 

were still needed.

2.4 Born Globals

The bom global phenomenon may be the greatest challenge to the traditional 

internationalization theories (McDougall et al, 1994). Section 2.4.1 starts with background 

discussion on bom global companies, followed by discussion of the main differences 

between bom globals and traditional companies. In section 2.4.2 the reasons behind the 

existence of bom globals will be introduced. Finally, in section 2.4.3 globalization strategies 

and global market strategies of these companies will be analysed by using Luostarinen’s 

(1994) and Luostarinen and Gabrielsson’s (2004) POM$ICA model.

2.4.1 Background

Recent research has found an increasing number of companies that do not follow traditional 

internationalization patterns, as their objective is to enter international or even global 

markets form their inception (McDougall et al., 1994; Madsen and Servais, 1997; Wolff and 

Pett, 2000; Bell et al., 2001; Luostarinen and Gabriel sson, 2004). Although these new types 

of companies, bom global firms, are small, they can have a competitive edge against their 

larger and more established competitors (Rennie, 1993). This competitive edge is quite often 

related to their knowledge intensity (Majgård and Sharma, 1999; Autio et al., 2000; Bell et 

al., 2001; Sharma and Blomstero, 2003), or to the better and more flexible customer service 

often observed as an advantage of smaller companies (McDougall et al, 1994). Knowledge 

intensity, in cases where products are imitable, may also force, not just enable, companies to 

internationalize rapidly, as they need to generate enough revenue before their advantage is 

diminished (Autio et. al, 2000). Born global companies are also much younger than 

traditional companies (Luostarinen and Gabrielsson, 2004).
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Based on traditional theories new SMEs should follow the incremental internationalization 

process by avoiding the uncertainties of foreign markets, but bom globals operate quite 

conversely (McDougall et al., 1994). These companies can leapfrog stages and can become 

noteworthy companies on a global scale in a short time (Jolly et al., 1991). Oviatt and 

McDougall (1994) argued that they are able to do this when they have founders with 

previous international experience. Other important factors that have been observed are a 

global vision from establishment, capability to recognize industry shifts, and focused and 

aggressive internationalization strategy (Jolly et al., 1991; Luostarinen and Gabrielsson, 

2004). Furthermore, these companies usually operate in a niche market with clearly defined 

processes (Oviatt et al., 1997). The managers of these companies face exceptional 

challenges managing all this (Luostarinen and Gabrielsson, 2004).

Different authors have used different definitions or names for these companies. Bom 

Globals has been the most widely used term (Rennie, 1993; Knight and Cavusgil, 1996; 

Madsen and Servais, 1997; Kirpalani and Luostarinen, 1999; Autio et al., 2000; Luostarinen 

and Gabrielsson, 2001). Other names used include Born Internationals (Majkård and 

Sharma, 1999), Global Start-Ups/Intemational New Ventures (Oviatt and McDougall, 1994; 

McDougall et al. 1994) (Luostarinen and Gabrielsson, 2001), Early International Ventures 

(Arenius 2002), and Small and Medium-Sized Technology-Based Firms (SMTFs) 

(Karagozoglu and Lindell, 1998). Yli-Renko et al. (2002) used the term Technology-based 

new firms. Preece et al. (1999) found support for firms called Instant Internationals in their 

study on early-stage technology-based firms. In this research the author uses term Bom 

Globals to define these new international companies.

As discussed in section 2.1., global enablers had made it possible for many SMEs to 

internationalize and compete in markets in which previously only large MNCs operated. It 

seems that bom global companies have been able to utilize these global enablers in an 

unforeseen way. These global enablers, such as decreased trade barriers, changing customer 

preferences, growing importance of niche markets, managers with international experience, 

international finance markets, and development in communication technologies, listed in the 

section 2.1.1 and behind the general globalization development, were seen as a precondition 

to bom globals by several researchers (Rennie, 1993; Knight and Cavusgil, 1996; Madsen 

and Servais, 1997; Autio et al, 2000; McDougall and Oviatt, 2000; Czinkota and Ronkainen,
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2001 ; Luostarinen and Gabrielsson, 2004). The extent to which these global enablers have 

affected born global companies and their existence seems to be exceptional.

The bom global phenomenon is not limited to just a few countries. McDougall et al. (1994) 

argued that bom global companies are present in every continent. These companies exist in 

such countries as Australia, Canada, Denmark, Finland, France, Ireland, Norway, 

Switzerland, the UK, and the US (Jolly et al., 1991; Bell, 1995; Luostarinen and 

Gabrielsson, 2001; Moen and Servais, 2002). However, it may be that the occurrence of 

bom globals increases in developed countries with more sophisticated domestic markets, 

and in countries with small markets where the push forces are stronger. It may be that, 

especially in small countries, where companies need to start their international activities 

early, they do not develop organizational stmctures or strategies for domestic markets only. 

Sharma and Blomstero (2003) pointed out that the process of change to an international 

company is more difficult for a domestic firm that has existed for years than for a bom 

global firm that has not yet settled domestic routines. The lateral rigidity towards 

internationalization and globalization can be much smaller for bom globals. Following this 

reasoning, in small countries where firms need to start internationalization earlier, there will 

also be less lateral rigidity towards internationalization. Furthermore, as the result of 

developments in communication and transportation, location of a company in large markets 

may not be as critical as it once was (Oviatt and McDougall, 1994). On the other hand, 

several research findings on clusters would suggest that bom global companies might be 

found more often in a vital cluster, as the discussion in section 2.1.4 would predict. For 

example, Silicon Valley and Hollywood are the most well known examples of clusters, and 

how clusters have fostered the development of knowledge, relationships and motivation 

(Porter, 1998). Clusters contribute to the rise of new businesses, and in turn these new 

businesses are important for the cluster’s own success (Porter, 1998). Thus many more new 

companies are established in clusters than in locations where no related companies and 

organizations exist. This issue will be discussed in more depth in the next section on the 

resources of bom global companies.

Another issue that has interested the bom global researchers has been the question of which 

industries encourage the appearance of bom global companies. Oviatt and McDougall 

(1994) claimed that bom globals are found especially in more advanced industries. They 

argue that whenever there is an industry shift, this promotes the rise of bom globals. An 

industry shift usually generates high growth, and a high growth environment is favorable for
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bom global companies (McDougall et al., 1994), forcing companies to adapt and innovate 

quickly (Oviatt et al, 1997; Autio et al, 2000). McDougall et al. (1994) believed that the 

aggressive growth strategies used by bom global companies may be necessary to capture a 

sufficient market share in a growing industry. Furthermore, they argued that the competitive 

pressures for bom globals might be lower in industries that are growing rapidly, and thus 

encourage these small companies to operate in that business. High-tech industries are a good 

example of the industries in which bom global companies exist (McDougall et al, 1994; 

Karagozoglu and Lindell, 1998; Prasad, 1999). Bell (1995) believed that because of their 

need to launch new products quickly, the dynamic computer industry in general, and 

software business in particular, create an affirmative environment for firms to globalize 

rapidly. However, bom globals are also found in many service industries, and other 

specialized industries, for example, the aquaculture industry (McDougall et al., 1994). 

Kirpalani and Luostarinen (1999) observed that in addition to ‘high-tech’ business, bom 

globals exist in ‘high-design’, ‘high-service’, ‘high-know-how’, and ‘high-system 

businesses’. Rennie’s (1993) study supported this, as he found that bom globals appear in all 

industries. However, it seems that even though bom globals can be found in many 

industries, it is important that the industry is already internationalized, enabling foreign 

expansion to be driven more by technological innovation rather than by the market 

(Karagozoglu and Lindell, 1998; Crick and Jones, 2000). Kirpalani and Luostarinen (1999) 

claimed that the companies in more local industries still follow the stages pattern of 

internationalization, regardless of the general changes caused by global enablers.

As discussed in section 2.2.5, traditional internationalization theories have recently received 

considerable criticism. And, as mentioned at the beginning of this section, bom global 

companies may have created the greatest challenge for these theories. Several researchers 

(Autio et al., 2000; McDougall et al., 1994; Oviatt et al., 1997) have been developing the 

‘new venture internationalization theory’, which is based more on entrepreneurial research, 

to describe the internationalization of these companies, as they believe that more traditional 

internationalization theories are no longer valid in the light of bom global companies. 

Yli-Renko et al. (2002), however, argued that both the ‘new venture internationalization 

theory’ and the ‘internationalization process theories’, which emphasize different views 

about the role of knowledge in internationalization, are complementary rather than opposite. 

They believed that both international market knowledge and the knowledge of a company’s 

own resources and processes are important for a company’s internationalization. Also
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Madsen and Servais (1997) argued that the existing theories still apply when analysing born 

globals, even though some new insights are necessary.

There are several observations of how the internationalization of born globals deviates from 

internationalization process models. Some findings show that the steps these companies 

have taken in their internationalization process have been small but that they have proceeded 

rapidly (Autio et al., 2000; Luostarinen and Gabrielsson, 2004), some (Bell, 1995; 

Luostarinen and Gabrielsson, 2004) that the rapid internationalization does not allow these 

companies to take all the steps and so they jump over stages described in the international 

process theories, and some (Moen and Servais, 2002) that the process starts earlier but stage 

development in operational forms may still exist. There are also reports that born globals 

have proceeded in reverse order, for example, by establishing subsidiaries in important 

markets as their first operation mode (Luostarinen and Gabrielsson, 2004). Moen and 

Servais (2002) believed that firms’ activities briefly after their establishment, and in some 

cases even prior it, have an influence on their future internationalization. Young companies 

without established structures and routines can learn more quickly how to internationalize 

effectively (Majgård and Sharma 1999; McDougall and Oviatt, 2000; Autio et al., 2000). 

This view supports the idea that bom global firms, based on their early international 

activities, do not posses lateral rigidity towards entering international markets and thus do 

not follow the gradual internationalization process. Moen and Servais (2002) thus argued 

that firms can either be bom globals or bom locals, and that internationalization process 

models, which apply better with bom locals, do not reliably predict the internationalization 

of bom globals.

To sum up, bom globals seem to deviate from the mainstream internationalization patterns, 

both at the target country level and at the firm level (Wolff and Pett, 2000; Luostarinen and 

Gabrielsson, 2004). However, this does not mean that the stage models of 

internationalization are not applicable at all. A large number of companies still 

internationalize based on internationalization process models, including SMEs. Furthermore, 

some researchers argue that even though bom globals deviate from the mainstream pattern, 

they still internationalize in stages; they just do it more rapidly. Several researchers believe 

that traditional models are still valid at some level as complementary models, but they need 

to be extended with new insights (Madsen and Servais, 1997; Wolff and Pett, 2000; Sharma 

and Blomstero, 2003). However, there is also evidence that deviations are so significant that
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no existing internationalization theories can explain them and entirely new theories are 

needed, such as the ‘new venture internationalization theory’ (McDougall et al., 1994). 

These theories need to be tested further (Yli-Renko et al., 2002). Could there be one single 

new theory, or an extension to the existing theories, that can cover all bom global 

companies? In section 2.4.3 globalization strategies and global marketing strategies of bom 

globals will be discussed in more depth using existing literature to analyse how much their 

internationalization processes vary from those of traditional companies. First, an illustration 

of the resources behind the internationalization of bom globals.

2.4.2 Resources

Resources, not limited to the firm’s internal resources, or to the time after the establishment 

of the company, seem to be important in the internationalization of a bom global company. 

These companies have had aggressive growth strategies and thus their need for finance, and 

international market and management knowledge is much higher than that of more 

traditional companies (Baum et al., 2000; Luostarinen and Gabrielsson, 2004). Moreover, 

the liability of newness is in many cases a challenge for the internationalization of the bom 

globals (Baum et al., 2000). For the customers of bom globals it is important to know 

whether a small and young firm can be a reliable supplier, especially if the product is a 

strategic product for industrialized customers (Luostarinen and Gabrielsson, 2004). Some of 

the most important means for bom globals to manage these challenges grow out of the time 

prior to the establishment of the company, and from the external resources that these 

companies have utilized (Madsen and Servais, 1997). Madsen and Servais (1997) believed 

that bom global companies do not internationalize in a revolutionary way, and the 

evolutionary models do apply. However, they argued that the time perspective that is used to 

analyse these companies should extend beyond their establishment. They claimed that the 

‘genes’ of bom global companies are grounded in the networks and firms where their 

founders and managers have generated their experience. Other researchers (McDougall et 

al., 1994; Crick and Jones, 2000; Yli-Renko et al., 2002) have called for more analysis that 

includes individuals, such as founders, and their business networks.

Reuber and Fischer (1997) combined resource-based and behavior-based views in their 

research of the internationalization of SMEs. They emphasized the key role of a 

management team and their experience, and defined two separate views, a ‘stock’ and a
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‘stream’ of experience in the research of new ventures. Stock of experience refers to the 

experience that the founders and managers had prior to the establishment of the firm, and it 

predicts internationalization in the early stages better than the ‘stream’ of experience. Also 

Knight (2001) argued that resource-based theory explains some advantages that SMEs might 

possess during their internationalization. In addition to founders and managers there are also 

other important resources, some closely related to managers, and there may be a need for 

more research in this area. In this section, some of the most important resources found in the 

literature are covered: the founders and managers of the company; the network that the 

founders, managers, and the company have; the financial resources behind the bom global 

companies; and the innovation that has led to the establishment of the company.

Founders and top management

As discussed earlier, most of the earlier research on internationalization has focused mostly 

on the firm’s own internal organizations and on the processes starting from the 

establishment of the firm. The relationship between knowledge and organizational learning 

has been one of the key elements in these theories. However, in the case of the born global 

companies, the role of the founders and top management, and their previous experience 

seems to be vital. Correspondingly, the organization structures and organizational resources 

for new and small companies might not be such important factors in internationalization as 

they have been for larger and more mature companies. Luostarinen (1979) found that 

traditionally, if founders do not posses international knowledge, the lateral rigidity towards 

internationalization is high at the time of establishment of the company and thus the focus of 

the company will be in domestic markets. He believed that as a result of organizational 

learning the business network develops and the company starts to internationalize gradually. 

However, because of globalization there are now more people who are already part of a 

global culture and share global values with others (Bird and Stevens, 2003). These are the 

geocentrically oriented people that Perlmutter (1969) mentioned. In general, companies that 

have internationally experienced decision makers have a competitive advantage in the 

international business environment (Reid, 1983; Wolff and Pett, 2000; Reuber and Fischer 

2002; Moen, 2002), and it seems to be that this experience does not necessarily have to be 

acquired in the organization where the decision makers work at that time. Many founders 

and managers of bom global companies have gained international experience and 

competence during previous work experiences (Oviatt et al., 1997; Reuber and Fischer, 

1997; Madsen and Servais, 1997; Majgård and Sharma, 1999; Harveston et al., 2000; Crick
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and Jones, 2000; Moen, 2002; Reuber and Fischer 2002; Sharma and Blomstero, 2003). 

These founders’ international work experience, foreign language skills, and international 

education all help the firm to enter foreign markets successfully (Luostarinen and Welch, 

1990; Reuber and Fischer, 1997; Jones, 2001), often skipping the first stages of 

internationalization (Reuber and Fischer, 1997). Their companies do not need to wait for a 

slow organizational learning process to progress before they can enter foreign markets. 

However, some studies (Jones, 2001; Luostarinen and Gabrielsson, 2004) have found that 

bom globals have technologically competent but young and inexperienced mangers when it 

comes to business management and international business. They argued that this is the case 

particularly in ICT-sector firms in high-technology businesses.

Moreover, the founders of born global companies also possess other characteristics vital for 

their companies’ success. They are often entrepreneurial, which can be seen in their 

flexibility and preparedness to change (Knight and Cavusgil, 1996; Fischer et. al, 1997; 

Karagozoglu and Lindell, 1998; Crick and Jones, 2000; Knight, 2001). Harveston et al., 

(2000) argued that the mindset and attitudes of the managers of bom globals differ from 

those of the managers of more traditional companies. These managers have a clear vision of 

their firm’s global future and growth (Fischer et al., 1997; Luostarinen and Gabrielsson, 

2004). They feel that the global markets are available for them: they are not limited by their 

national country borders and are proactively making their own opportunities internationally 

(Madsen and Servais, 1997; Harveston et al., 2000). Furthermore, in bom global companies, 

which are often small, usually the top managers meet with international customers, and thus 

the role of the individuals, rather than organizational routines, is much more important for 

the decision making of the company than in larger companies (Oviatt et al., 1997). This is 

especially the case in the early years when the top managers are the founders and they are 

almost inseparable from their firm (Arenius, 2002). This finding is also supported by 

Johanson and Vahlne (1990) who found that during the fist steps in the internationalization 

process cosmopolitans are a much more important factor than a company’s routines and 

systems, and by Reuber and Fischer (2002), who argued that the management team of a 

small firm can handle the complexities of international business effectively due to their 

greater behavioral integration. In addition, many founders and managers of bom global 

companies have high-level technological competencies (Karagozoglu and Lindell, 1998; 

Crick and Jones, 2000; Knight, 2001), as bom global firms are often present in high-tech 

industries.
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To conclude, bom globals can close the gap in resources against their larger competitors by 

utilizing the extensive experience and skills that their founders have previously generated 

(Karagozoglu and Lindell, 1998). This is evident particularly in niche businesses, and in the 

areas of new emerging technologies and services. Founders and managers with long 

international experience, good foreign language skills, international networks, and excellent 

technological competence are all reducing uncertainties in the international market place and 

thus decreasing lateral rigidity towards internationalization (Luostarinen and Gabrielsson,

2001) . Companies with founders and managers like these can rapidly enter more distant 

markets and do so with operation modes requiring more commitment (Johanson and Vahlne, 

1990; Oviatt et al., 1997). International networks, although closely related to the founders 

and managers of bom globals (Madsen and Servais, 1997; Hite and Hesterly, 2001; Arenius,

2002) , will also continue evolving rapidly after the establishment of the company.

Networks

As discussed in section 2.3, networks have a great influence on a firm’s internationalization 

in general, and particularly in industries that are already highly internationalized. The 

internationalization process of companies is much faster when the market is 

internationalized, and in this case the traditional internationalization models may no longer 

apply (Johanson and Mattson, 1988). In the research on bom globals the role of networks 

has been under continuous scmtiny and debate: networks may perhaps have a greater impact 

on the internationalization of bom globals than on any other type of company. Networks can 

offer a way to surpass the resource limitations usually facing start-up companies 

(McDougall et al., 1994; Madsen and Servais, 1997; Karagozoglu and Lindell, 1998; Baum 

et al., 2000). The objective of networks and strategic alliances in general is to achieve access 

to complementary resources such as R&D, technology, production, marketing and 

distribution (Dunning, 1995; Porter, 1998; Kirpalani and Luostarinen, 1999), and in many 

cases these networks are necessary for globalizing companies to enter world markets in a 

fast and profitable way without taking too high risks (Ohmae, 1989a). Bom globals can 

benefit from the social, technical, and commercial resources of their networks, resources that 

would take years to accumulate on their own (Baum et al., 2000). For example, 

technological alliances can improve the competitive edge of bom global companies by 

helping them leverage their innovations (McDougall and Oviatt, 2000; Acs et al., 2001).
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As discussed earlier, knowledge is one of the main enablers, or the lack of it the main 

barriers, of internationalization. Luostarinen (1979) emphasized the need for a firm to sense 

market impulses in order to detect new opportunities. Information gathering is a time 

intensive and expensive activity, particularly for a small company, but it is essential for 

receiving feedback from markets (Baum et al., 2000). Buckley (1989) argued that 

knowledge of international market opportunities is usually achieved through existing 

contacts, rather than with systematic market research. Companies with relevant contact 

network are able to acquire market and institutional knowledge through that network with 

low costs (Homlund and Kock, 1998; Ellis, 2000; Sharma and Blomstero, 2003). In addition 

to market and competition knowledge, these networks can also provide information about 

the latest technological developments (Yli-Renko et al., 2002). Knowledge and awareness of 

international market opportunities are key factors for international growth (Ellis, 2000; Yli- 

Renko et al., 2002).

If we consider the framework introduced in the network approach in section 2.3, we may 

argue that bom globals exist especially in the Late Starter and International Among Others 

categories (Madsen and Servais, 1997). This is due to the high resource needs of born 

globals for complementary competencies that existing international networks can offer 

(Madsen and Servais, 1997; Kirpalani and Luostarinen, 1999; Luostarinen and Gabrielsson, 

2001). However, evidence also exists (McDougall et al, 1994; Bell, 1995) that in some cases 

bom globals have been the first firms to internationalize in their markets, acting more as 

Early Starters and Lonely Internationals. These contradictory views may be explained by the 

fact that in the original network approach the role of individuals and their networks has not 

been included in the analysis. Furthermore, it seems that bom globals, which can be labeled 

as Early Starters and Lonely Internationals, seem to operate in a new market niche, but in an 

existing industry. The network approach does not capture this difference between a whole 

new industry and a new niche business, or market, within an existing industry, and thus 

cannot fully explain this deviation (See Figure 2.3). However, several researchers (Gulati et 

al., 2000; Fischer and Reuber, 2003; Sharma and Blomstero, 2003) have claimed that the 

network approach provides insights into the internationalization of bom global companies 

and needs to be included in a more comprehensive model of internationalization. This seems 

reasonable, but clearly the model needs to be further developed in order to better understand 

the internationalization of bom globals.
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Figure 2.3 Network Approach for Internationalization and Born Globals

Adapted from Johanson and Mattsson, 1988

Although networks and alliances seem to benefit the growth of most companies, there are 

also arguments against the benefits of alliances. Porter (1990) argued that alliances always 

include considerable costs related to co-ordinating operations, unifying objectives of 

independent organizations, compromising profits, and possibly creating a competitor. He 

believed that because of this most alliances work in the short-term, but are rarely stable in 

the long-term. Other researchers (Ohmae, 1989a; Bartlett and Ghoshal, 2000, p. 416^117) 

have pointed out the need for a company to really understand the long-term value of a 

strategic partnership, or risk it serving as only a short-term means of entry into foreign 

markets. In the case of bom globals problems may rise from the imbalance in bargaining 

power, as usually their first strategic alliance partners are large MNEs (Luostarinen and 

Gabrielsson, 2004). It requires commitment and a lot of work to ensure that strategic 

alliances will be successful (Welch, 1992; Bartlett and Ghoshal, 2000, p.416-417). For a 

small company alliances should be only one possible alternative to internationalization, 

together with other types of operations (Welch, 1992; McDougall et al, 1994). To conclude, 

there are risks involved in partnerships and strategic alliances. Partners may be opportunistic 

in their goals, which may be a threat to bom globals (McDougall et al, 1994). McDougall et 

al. (1994) believed, however, that founders of bom globals can overcome these challenges 

by relying on their own personal contacts when building partnership networks. They argued 

that as these relationships are based on trust developed over years the risk for opportunistic 

behavior will be lower. Several researchers have found that personal networks have given a 

significant competitive edge to bom global companies, benefiting their international growth 

(McDougall et al., 1994; Homlund and Kock, 1998; Hite and Hesterly, 2001; Arenius, 2002; 

Yli-Renko et al., 2002).
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When analysing the networks of bom global companies, an interesting issue is to what 

degree these networks originate in domestic markets and how much they include 

international contacts and partners. ‘Follow the customer’ companies, such as subcontractors 

who follow their domestic customers to international markets, do not internationalize in a 

traditional way (Madsen and Servais, 1997). These companies clearly utilize their domestic 

network in their internationalization. For most internationalizing bom globals the first 

reference customer is very important (Luostarinen and Gabrielsson, 2004), and the role of 

domestic customers as references may also be significant (Nummela, 2002). Porter’s (1998) 

research on clusters, discussed briefly in the previous chapter, offers an interesting 

perspective from which to analyse the domestic networks of born global companies. As 

Porter (1998) found, in a cluster each member benefits from scale economies without 

sacrificing flexibility. Porter (1998) believed that clusters offer an environment in which, 

instead of formal alliances that are necessary with distant suppliers, close and informal 

relationships enable flexible co-operation between participating companies. This 

combination of competition and co-operation stimulates the rise of new businesses 

(Johanson and Vahlne, 1990; Dunning, 1995; Oviatt et al., 1997; Porter, 1998). Zacharakis 

et al. (2003) used the term ‘environmental ecosystem’ to define this development in the 

internet sector. Moreover, Crick and Jones (2000) emphasized the importance of 

infrastructure, such as science parks, for new small companies. This all supports Porter’s 

findings on clusters. In addition, companies in clusters were able to find specialized and 

experienced employees with lower transaction and search costs (Porter, 1998). It should also 

be noted that local outsourcing, which is possible in clusters, is a most advantageous option 

when products are advanced and include high-level information and service content (Porter, 

1998). Furthermore, clusters can be a source of technical and market information, and the 

members of the cluster can have favorable access to this knowledge (Porter, 1998). As 

Luostarinen (1979) proposed, Finnish companies have to be more active than their 

counterparts in more central markets in order to receive same number of market impulses. 

However, it may be that when they are members of a vibrant cluster, this challenge is easier 

to overcome. Companies inside the cluster often receive more market information than their 

isolated competitors, and they learn earlier about the new technologies, services, and 

marketing concepts (Porter, 1998). How much clusters contribute to the rise of bom global 

companies still needs to be studied further, and thus this dimension will also be included in 

this research.
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In addition to domestic networks and clusters, international networks seem to be important 

for the internationalization of bom global companies. Karagozoglu and Lindell (1998) 

believed that international partnerships are a significant factor for small companies gaining 

access to international markets. Often small companies can be subcontractors to large 

foreign system suppliers (Madsen and Servais, 1997). For example, in the software industry, 

small software developers can access large computer manufacturers’ dealer networks (Bell, 

1995). Majgård and Sharma ( 1999), in their research on bom international companies, 

presented case studies of Helax, a Swedish supplier of radiation systems that formed a 

partnership with Siemens and General Electric to build a global distribution and support 

network; and IAR whose partnership with Motorola was multidimensional, with Motorola as 

simultaneous distributor, end-user and competitor. However, Karagozoglu and Lindell 

(1998) pointed out that finding the right partners and managing these relationships is a great 

challenge for a small company.

Furthermore, Majgård and Sharma (1999) have found that academic networks have been 

important in the early phases of the internationalization of bom globals, particularly in 

businesses based on new technological innovation. They argued that universities are able to 

provide skilled employees and co-operate in information gathering and product 

development. Moreover, there is evidence that government organizations and industry 

forums may provide assistance for small companies to internationalize (Preece et al., 1999). 

However, there are also arguments that these sources are rarely used (Ellis, 2000), and that 

even though in some cases they may help in the early internationalization process, these 

networks no longer help when the company seeks more globally diversified markets.

Gulati et al. (2000) argued that so far strategic networks have not been included in 

comprehensive analyses of firms’ strategic behavior. Have there been there differences in 

how domestic and international networks affect on the internationalization process of bom 

globals, and has this influence changed in the course of time, remain questions that need to 

be studied further. As does the relative influence of different types of networks: domestic, 

international, business, academic, and government networks need to be included in the 

research of bom globals. These elements will be incorporated in the preliminary conceptual 

framework of this research.
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Finance and financial networks

One important barrier for small companies wishing to internationalize has been their limited 

financial resources (Reid, 1983; Buckley, 1989; Luostarinen and Welch, 1990). For born 

global companies this issue has been crucial (Luostarinen and Gabrielsson, 2004). This is 

also closely related to the discussion on networks, as in many cases the networks of 

founders, managers, and the firms themselves may help overcome these challenges. Often, 

venture capitalists and other investors are looking for founders and managers who have a 

global vision, international business experience, and international business contacts 

(McDougall et al., 1994). This section will discuss the financial environment and financial 

networks of bom global companies.

As Buckley (1989) states, if a firm has no access to external finance it must fund all its 

operations with profits from its existing operations. This clearly sets limits to the growth of 

the firm. Often small firms have difficulties convincing financial markets of their need for 

funds (Buckley, 1989). Luostarinen and Welch (1990) argued that the financial structure of a 

company develops gradually as its international involvement increases. However, if the 

company posses a remarkable technological innovation, or experienced individuals with 

credibility, it may be able to overcome these challenges (Buckley, 1989; McDougall et al., 

1994). Recently, in the tighter financial environment of the new millennium, the importance 

of having evidence of future revenue has increased (Luostarinen and Gabrielsson, 2004). 

Bom global companies often need funds for product development, production, and global 

marketing operations simultaneously, and these requirements are much larger than they are 

for traditional companies (Luostarinen and Gabrielsson, 2004). In some cases this funding 

for bom globals comes from external companies, such as venture capitalists (Luostarinen 

and Gabrielsson, 2004). These financial resources may originate from international networks 

(McDougall et al., 1994), or membership of a domestic cluster may lower the barrier to 

receiving external funding, as investors and financial organizations in that cluster are already 

familiar with the company (Porter, 1998). Stock listing may be an alternative funding 

source, but that is not usually possible without evidence of success in the market 

(Luostarinen and Gabrielsson, 2004).

Davila et al. (2003) found that venture capitalist-backed new companies were growing faster 

than companies with no venture funding. They argued that as the strategy of these 

companies is often based on early mover advantage both the companies and the venture
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capitalists providing funding may benefit more if the funding is available in the early phases 

of the company’s internationalization. Born globals who have received external funding 

commit more resources - for example, establish subsidiaries in foreign markets - as they 

have more financial resources available for them than traditional SMEs would (McDougall 

et al., 1994; Arenius, 2002). Venture capitalists pressure firms to internationalize rapidly and 

this may also increase the survival risk for a bom global company (Arenius, 2002).

Acs et al. (2001) analysed the activities of government agencies in export financing. They 

argued that these activities may be counterproductive in the long-run as managers will focus 

too much on direct exporting instead of indirect exporting, and that this turns their focus 

away from their competence area of innovation. They believed that large MNEs have a 

competitive edge in international marketing and small companies should utilize this edge by 

entering into co-operation modes with them rather than trying to build that part of a value- 

chain on their own.

Innovation

Innovation can often be covered as part of a product and product strategy. However, it seems 

that in the case of bom global companies, the main innovation is often developed prior to the 

establishment of the company, and is the reason that the companies have been established in 

the first place (Yli-Renko et al., 2002). Innovation is often strongly related to the founders of 

the company and their experience (Yli-Renko et al., 2002). Yip et al. (2000) believed that 

internationalizing firms need to have a major competitive advantage as a lever in 

international markets, and that advantage influences more on the firm’s success than any 

other advantage it can develop during its internationalizing process. For bom global firms 

innovative capability is in most cases fundamental for their competitive advantage in 

international markets (Madsen and Servais, 1997; Karagozoglu and Lindell, 1998). Even 

though the founders are usually the innovators, their networks are important factors in the 

innovation process, and essential in the next development phase of their products. (Baum et 

al., 2000; Acs et al., 2001). Although innovation has been mentioned as a ground factor of 

many bom global companies, it has not been included widely in analysis of the 

internationalization process.
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Summary

Extended resources, that is, the resources that founders of the bom global companies had 

prior to the establishment of the company, and resources external to the company, have been 

included in some of the earlier discussions and research on born globals. However, there 

seems to be a need for more extensive research in this area, including these factors more 

closely in the comprehensive internationalization model of born global companies.

2.4.3 Globalization (POM) and Global Marketing ($ICA) Stategies

This section will illustrate the strategies of bom global companies in general, and 

globalization and global marketing strategies in particular. These strategies are analysed by 

using Luostarinen’s (1994) and Luostarinen and Gabrielsson’s (2004) POM$ICA model.

Strategies in general

Bom global companies seem to bypass ‘domestic path-dependence’ by organizing their 

companies, at their inception, to be global organizations with employees of different 

nationalities (McDougall et al., 1994). Attitudes of the founders and managers are global 

and growth oriented (Crick and Jones, 2000), and they have a clear vision of the company’s 

future, even though plans to achieve that state may vary constantly based on impulses from 

markets (Fischer et al., 1997). Bom global companies have clear and proactive strategies, 

which exploit their competencies, capabilities, experience, and networks (Fischer et al., 

1997; Crick and Jones, 2000). It also seems that resources are not the constraining factor that 

traditional theories suggest (Crick and Jones, 2000). These issues may explain why bom 

globals have had much lower ‘lateral rigidity’ towards internationalization than traditional 

companies. Notably, though, Rasmussan et al. (2001), found no support for the fact that 

internationalization is the main objective at the time of the establishment of a bom global 

company. They argued that this objective is not emphasized until later in the process.

Globalization Strategies (POM)
The following three sub-sections will cover the globalization strategies, that is, Product (P), 

Operation (O), and Market (M) strategies of bom global companies, based on Luostarinen’s 

(1979; 1994) model introduced in section 2.2.4 on the Helsinki model of international

ization.
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Product Strategy

Bom globals usually have advanced and specialized high-technology products, targeted to 

global niche markets (Bell, 1995; Knight and Cavusgil, 1996; Madsen and Servais, 1997; 

Kirpalani and Luostarinen, 1999; Arenius, 2002; Luostarinen and Gabrielsson, 2004). In 

order to cover high R&D costs involved in developing advanced technology products, a 

small domestic niche is not usually enough to support these companies even in their first 

years of operations, not to mention profits (Arenius, 2002). These companies need to enter 

the global market rapidly. Furthermore, it may also be that international market pressures in 

niche areas are less substantial because of a lower level of protectionism, and thus there is 

even more motivation for bom globals to enter these areas (Karagozoglu and Lindell, 1998). 

Yip (1989) claimed that the strategic goal for a company should not to be to find a niche in 

any existing business but to create a new position for the firm’s own strengths. He argued 

that now when industry boundaries are more unstable than ever, traditional industry analyses 

will be useless in the environment of changing technology and globalization. He believed 

that ambitious companies could utilize this position and enter global markets rapidly with 

new business ideas. It may be that the industry shifts, which Yip described, would provide a 

favorable environment in which bom global companies could flourish. Madsen and Servais 

(1997) claimed that the niche products of bom global companies could be either customized 

or standardized. Moreover, Luostarinen and Gabrielsson (2004) pointed out that in addition 

to high-tech industries, bom globals are also found in high-design, high-service, high-know

how, and high-system businesses.

When using Luostarinen’s (1979; 1994) POM-model in analysing the product strategy of 

bom globals it can be seen that these companies start immediately the sales of services and 

know-how, and even systems, in addition to physical goods (Kirpalani and Luostarinen, 

1999; Luostarinen and Gabrielsson, 2004). This is especially so in the cases where the 

products are new innovations and mostly unknown to the customers and partners 

(Luostarinen and Gabrielsson, 2004). In many cases their product offerings may not even 

include the traditional physical goods, for example they may sell software, in which case the 

physical good may be only diskettes and manuals, or there may be no physical goods at all 

(Luostarinen and Gabrielsson, 2004). Bom globals also complement their original product 

strategy early with related product offerings (Jolly et al., 1991; Luostarinen and Gabrielsson, 

2004).
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Operation Strategy

The choice of entry mode is a significant strategic decision for a bom global company, and it 

is a trade-off between scarce resources and customer support needs (Burgel and Murray, 

2000). McDougall et al. (1994) believed that entrepreneurs avoid expensive ownership- 

based governance structures if possible. They argued that bom globals in their early phases 

internalize fewer resources than mature organizations. Furthermore, Burgel and Murray 

(2000) pointed out that managers’ international experience contributed remarkably to the 

choice of operation mode. However, they argued, contrary to McDougall et al., that 

managers with their own personal international networks were more likely sell directly 

without the help of intermediaries. Moreover, product and industry have a remarkable 

influence on operation strategies (Bell, 1995; Burgel and Murray, 2000). For example, in the 

software industry relationships between software developers and hardware manufacturers 

have had a significant impact on the operation strategies of software companies (Bell, 1995). 

Holmlund and Kock (1998) emphasized the importance of both domestic and international 

partner networks of small companies in relation to their international operations. It seems 

that these relationships need to be included when analysing the operation strategies of bom 

global companies.

Furthermore, Burgel and Murray (2000) believed that existing domestic operations, such as 

previous channel experience, were able to explain international operation modes. This 

supports the concept of lateral rigidity. However, for many bom globals there has not been a 

domestic stage before they enter international markets, and for these companies there are 

several equivalent options (Tiessen et al., 2001; Sharma and Blomstero, 2003). Other 

explanations need to be found for the early entry mode decisions of bom global companies.

Globalization enablers, discussed in section 2.1, have been an important factor in shaping 

the outward operation strategies of bom global companies. After first sales trips, these 

companies can manage their day-to-day business operations by using electronic 

communication devices (Rennie, 1993; Tiessen et al., 2001). A traveling sales person is also 

less costly than establishing a foreign branch, and these sales persons can often work closely 

with agents and distributors in foreign markets, acting as tutors and demonstrators (Albaum 

et al., 1998, p. 240-241; Holmlund and Kock, 1998). Because communication and 

transportation costs have decreased remarkably, these operations are also easier for smaller 

companies. Burgel and Murray (2000) found out that only 3% of the firms in their sample
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operated with their own subsidiaries, with distributors and direct exporting the main 

operation modes. They also argued that in the course of time commitment increases, which 

supports the traditional process model. However, their case companies were mainly 

manufacturing companies, and these results may not be applicable for firms in service 

industries. Bell (1995), who studied software companies, noticed that when these companies 

established subsidiaries, they were sales and marketing subsidiaries. However, he too 

claimed that direct investment operations are not common among these firms. Crick and 

Jones (2001), on the other hand, argued that there were differences in the entry modes 

between firms, and combinations of operation modes are used, even though exporting 

through agents is usual in the early phases. They claimed that exporting is not always the 

best mode for small firms, especially for firms in knowledge intensive and service 

industries. One explanation for this can be related to technological learning. Zahra et al. 

(2000) found a strong relationship between technological learning of a bom global company 

and its international diversity and operation modes. They argued that firms that are located 

in many markets with committed operation modes are exposed to a greater amount of new 

knowledge than companies that use more traditional entry strategies. This can be vital in 

businesses where new innovations drive the competitive edge. However, Zahra et al. (2000) 

claimed that if the market diversity is too great it might start reducing the pace of 

technological learning. This may suggest that it is important to be located in a few very 

different markets, maybe in several lead markets, and to be exposed to various market 

impulses, but to avoid entering too many markets at the same time if resources are scarce. 

Zahra et al. (2000) argued that this relationship is curvilinear.

Moreover, products that require customer adaptation, or are complex high-tech products and 

services to industrialized customers, are often sold directly, as it takes time and costs money 

to transfer expertise and tacit knowledge from manufacturer to intermediaries (Prasad, 1999; 

Burgel and Murray, 2000; Tiessen et al., 2001). Often new high-technology products also 

require that the buyers are educated in the benefits of the products, and also feedback from 

customer to supplier is necessary for further development (Sharma and Blomstero, 2003). In 

these cases the internet does not offer a feasible communication channel either, as decisions 

usually involve several people on both supplier and customer side, and face-to-face 

negotiations are important with products that involve large investments (Holmlund and 

Kock, 1998). It may also be challenging to attract good distributors for these kinds of 

products unless there are large potential sales volumes, or the distributors’ portfolio already
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includes related products and thus enables support, maintenance, and end-user training 

functions with a lower cost structure (Burgel and Murray, 2000). This may explain the 

situation, when young and small companies cannot meet distributors’ expectations and the 

only alternative for them is to sell directly (Burgel and Murray, 2000). However, Burgel and 

Murray (2000) also introduced the term ‘liability of alienness’ when they described the 

reluctance of customers to deal with small foreign suppliers. This is an issue especially in 

mission-critical technologies, such as medical technology. They found evidence that the 

newness of technology often resulted in firms entering into collaborative agreements. This 

may be due to ‘liability of alienness’, but also to the need to lower uncertainties and risks on 

the supplier side. The above views on co-operation modes are contrary to some extent.

Holmlund and Kock (1998) emphasized the importance of business networks to the 

operation mode decisions of small internationalizing companies. They found that both 

domestic and international business networks were important, particularly for sub-contractor 

companies. This may save the resources of these companies, as they can operate through 

their partners. On the other hand, the need to be located close to main customers has been an 

important reason for firms to establish subsidiaries in foreign markets (Crick and Jones, 

2000). Sharma and Blomstero (2003) claimed that bom globals improvised in relation to 

their foreign customers and distribution channels. They argued that no strict plans existed, 

and these companies adapted their operation strategies based on individual customer needs. 

On the other hand, Crick and Jones (2000) claimed that bom globals wanted to enter 

simultaneously as many markets as possible, and that in lead markets more committed 

operation modes, such as subsidiaries, were used, whereas in other markets less committed 

operation modes prevailed. Luostarinen and Gabrielsson (2004) found that bom globals 

could proceed rapidly through the internationalization stages, jump over stages, and also 

proceed in a reverse order. This can mean that companies establish their own sales 

subsidiaries in lead markets without a preceding export stage, or very soon after the first 

export activities (Luostarinen and Gabrielsson, 2004). Furthermore, it may not be necessary 

for bom global companies to start their international production operations at all, especially 

if they are software or service companies, and thus they may never enter the last stages of 

the process models (Arenius, 2002). To conclude, it may be said that in their outward 

operation strategies bom global companies start simultaneously with both NIMOS and 

DIMOS stages, and may not proceed to NIPOS and DIPOS stages at any time.
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When analyzing the holistic operation modes, the international operations of small firms 

may start with any type of operation: inward, outward, or co-operation modes (Fletcher, 

2001 ; Jones, 2001). Bom globals commit to strategic alliances and other co-operation modes 

rapidly, even in the first phase of internationalization (Luostarinen and Gabrielsson, 2004). 

These can include traditional trade operations, but also other activities such as production 

and R&D (Jones, 2001). Co-operation agreements can be valuable to bom global companies 

in order to manage the ‘liabilities of newness and foreignness’, and thus these modes are 

used early in internationalization (Arenius, 2002). Bom globals often use several entry 

modes that complement each other (Autio et al., 2000; Arenius, 2002; Sharma and 

Blomstero, 2003; Luostarinen and Gabrielsson, 2004). Moreover, bom globals may also 

experience de-intemationalization and re-intemationalization stages and internationalize in a 

reverse order (Luostarinen and Gabrielsson, 2004).

Market Strategy

The assumption behind the gradual internationalization models and the concept of ‘physic 

distance’ can be defined by citing Luostarinen (1979): ‘Why bother to enter geographically, 

culturally and economically distant markets if there are alternative markets which are closer 

in all three respects and for which the uncertainty and risks felt are much smaller?’. 

However, this assumption may not apply in a more globalized world, especially if we are 

analysing niche businesses. Domestic markets, or even regional markets, may no longer 

sustain the growth plans of high-technology firms (Crick and Jones, 2000). Moreover, 

country specific market knowledge is no longer as important for a bom global company as it 

has been for traditional companies (Madsen and Servais, 1997). This is particularly so when 

selling to industrialized customers, as the cultural adaptation required is much lower 

(Tiessen et al., 2001), there are usually only a few large customers per country market 

(Andersen and Buvik, 2002), and products are more standardized (Majgård and Sharma, 

1999). Furthermore, knowledge intensive companies, which are not so dependent on fixed 

and static assets, are much less limited by distance and country borders (Yli-Renko et al., 

2002).

Instead of basing their first internationalization efforts to reactions on unsolicited orders, 

bom global firms have a clear vision of entering the global market and their market selection 

followed more of this vision (Crick and Jones, 2000). Internationally experienced founders 

of bom global companies, who possess valuable information in their industry field and have
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considerable contacts in foreign markets, do not need to enter international markets 

gradually (Madsen and Servais, 1997; Crick and Jones, 2000). Target countries are selected 

based on opportunities and market potential, not on physic distance (Madsen and Servais, 

1997; Majgård and Sharma, 1999; Burgel and Murray, 2000; Crick and Jones, 2000; Ellis, 

2000; Arenius, 2002). Bom globals enter simultaneously to the lead markets where this sales 

potential is located (Madsen and Servais 1997; Kirpalani and Luostarinen, 1999; 

Luostarinen and Gabrielsson, 2004), and in many cases they adopt a ‘market-spreading 

strategy’ to enter simultaneously as many markets as possible in order to exploit their new 

technology rapidly and depreciate their high fixed costs (Madsen and Servais 1997; Crick 

and Jones, 2000). For many bom global companies early internationalization is critical 

(McDougall et al., 1994). There are several examples of companies even starting their 

foreign operations before domestic operations (Kirpalani and Luostarinen, 1999).

However, physic distance may still affect how quickly companies are able to close deals 

with their customers, as in closer markets they can utilize their social capital better and sign 

contracts earlier (Arenius, 2002). Furthermore, although bom global companies enter several 

foreign markets rapidly, in most cases domestic customers are still important for them in the 

early stages (Majgård and Sharma, 1999). Moreover, Sharma and Blomstero (2003) claim 

that there is no clear pattern, and some bom globals enter foreign markets in a more 

traditional manner. Burgel and Murray (2000) found that a narrow majority of their case 

companies entered geographically close countries first, even though an important share of 

the companies started with distant markets. This data provides some support for process 

models.

Majgård and Sharma (1999) argued that bom globals are either ‘market seekers’ or 

‘customer followers’. In the first case, the proactive vision and active strategy of the 

company may be the main factors for target market selection, but in the latter case it seems 

that internationalization is in many cases based on reactive behavior. Lead customers and 

domestic client following may be the trigger for internationalization (Madsen and Servais, 

1997; Luostarinen and Gabrielsson, 2004). Andersen and Buvik (2002) introduced a 

‘relationship approach’, which uses foreign clients as the unit of analysis, rather than 

country, for a compnay’s target segmentation selection. They argued that even though 

systematic approaches may be more normative, actually many firms behave more according 

to their ‘relationship approach’. Furthermore, Ellis (2000) found evidence for the main cause
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that the Hong Kong-based case companies in his research entering distant US markets and 

mainly non-English speaking EU-countries was activity initiated by customers. Therefore, 

he claimed, in many cases physic distance is a more important factor for the buyer than it is 

for the exporting company itself. Also Andersen and Buvik (2002) claimed that unsolicited 

orders are often the reason for a ‘choice’ of foreign markets, and that the buyer’s role is 

greater than earlier studies have indicated. However, networks can also be a valuable 

resource in more proactive internationalization activities. Strategic alliances and other 

external partner relationships that these companies establish enable them to enter more 

distant countries (Madsen and Servais, 1997). These findings support the importance of 

networks and relevance of the network approach in the internationalization of bom globals. 

This also upholds Porter’s (1990, 1998) concept of clusters, discussed earlier.

In some cases industry specific issues have also been a significant reason for the selection of 

a target market. This relates to the lead market concept, as in some industries clear lead 

markets can be defined. A good example of this is the concentration of computer software 

markets and the influence of this concentration on the development of lead markets in the 

industry (Bell 1995). It may be important, for example, to enter some lead markets with 

committed entry modes in order to participate in R&D alliances (Crick and Jones, 2000). 

Other examples are based on location based issues, such as a Norwegian company that 

exported oil-industry applications to companies located in oil-producing countries, or a 

Finnish company that provided a hotel management package to the most favorable tourist 

destinations of Finns (Bell, 1995). These examples demonstrate that industry specific factors 

may have a significant influence on market strategies and the effect of physic distance may 

be minimal.

To conclude, bom globals enter foreign markets immediately or soon after their 

establishment (Zahra et al., 2000; Luostarinen and Gabrielsson, 2004). They usually start 

from lead markets and other markets with high sales potential, which may be distant, and 

they enter a great number of countries rapidly (Luostarinen and Gabrielsson, 2004). It may 

be also possible that domestic and nearby markets can be entered only after these first 

activities (Luostarinen and Gabrielsson, 2004). Often customer segmentation precedes 

market strategy decisions (Luostarinen and Gabrielsson, 2004). However, there are also 

findings that even though it may be necessary for certain types of firms to become ‘instant 

internationals’, global diversity may still require more time and resources, and thus
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traditional models should not be fully abandoned (Preece et al., 1999). Furthermore, the 

‘relationship approach’ of Andersen and Buvik (2002), which proposes that the international 

partner networks and customer strategies influence country selections, seems to offer fresh 

explanations and extensions to the internationalization process models of born globals.

Global Marketing Strategies ($ICA)
Global marketing strategies are closely linked to globalization strategies (Luostarinen and 

Gabrielsson, 2004). These following sub-sections will cover Price ($), Intermediary (I), 

Customer (C), and Advertisement (A) strategies of bom global companies. In general, it 

seems that bom globals proceed rapidly from less to more advanced marketing strategies 

(Luostarinen and Gabrielsson, 2004).

Price Strategy ($)

Traditionally, international firms have set prices that take into account costs but reflect 

market prices at country level (Luostarinen and Gabrielsson, 2004). However, Luostarinen 

and Gabrielsson (2004) found that bom globals can not do this as global customers, internet, 

and grey market arbitration all put pressure on different market prices. They also argued that 

bom globals could not use global standard pricing either as it may hamper their new 

customer acquisition objectives. They claimed that this has led to bom globals pricing their 

products based on customer value.

Intermediary (Distribution) Strategy

Unlike in the case of traditional companies, bom global companies’ intermediary strategy 

often precedes their operation strategy (Andersen and Buvik, 2002; Luostarinen and 

Gabrielsson, 2004). If bom globals do not have any limitations with resources, they might 

like to enter directly, at least to all lead markets, in order to rapidly cover global markets. 

However, as this is not usually the case, bom globals need to consider other alternatives. 

They need to balance their activities between rapid market coverage and control of their 

operations (Madsen and Servais, 1997; Albaum et al., 1998).

Moen and Servais (2002) argued that for small companies agents and other indirect channels 

could provide a cost-effective alternative to generate international sales growth rapidly. 

They proposed that unlike the stages model, small firms usually do not grow in 

organizational size and thus do not need to enter into more committed operation modes:
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rather than moving from one stage to another, these firms continue to use the same operation 

and intermediary modes.

However, the products that born globals sell influence these intermediary strategies. Bell 

(1995) argued that products with high value in relation to their volume make it easier to use 

electronic tools in physical distribution. The case companies in his research included 

software companies for which on-line distribution is even easier, as the product itself is 

digital. Furthermore, products that require customization often need to be sold directly, 

without intermediaries (Burgel and Murray, 2000). However, when bom globals sell to 

industrialized customers, even though the internet helps, it is not usually sufficient - these 

companies need a strong local presence in target markets.

As a result of these issues, bom globals rely more on hybrid stmctures in their sales and 

marketing (Madsen and Servais, 1997; Gabrielsson et al., 2002). Hybrid channels include 

bom globals’ own export and direct investment operations combined with several different 

external channels. In addition to traditional agents, bom globals utilize large manufacturers’ 

‘piggyback’ marketing strategies by entering their foreign distribution channels to 

complement their product portfolios (Albaum et al., 1998). Partnerships with the leading 

partners in the industry help bom globals overcome challenges and globalize rapidly with 

limited resources. (Gabrielsson et al.,2002). However, the risk for a small company is that 

this relationship will be highly dependable on the motives of these larger companies 

(Albaum et al., 1998). By using multiple channels bom globals can control their 

international operations better than by relying solely on external channels (Gabrielsson et 

al., 2002). To maintain control is vital in a business with high growth expectations 

(Luostarinen and Gabrielsson, 2004). In addition, a multiple channel structure seems to be 

important for rapidly growing businesses with a higher need to interact with customers. 

Bom globals in these areas seem to gain from direct feedback from their customers, and they 

also appear to need directly involvement in educating distributors and customers about the 

benefits of their products. Depending on their global marketing partners’ geographical 

coverage, competencies, and commitment, bom global companies need to complement their 

intermediary strategies with direct operation modes as much as their resources allow 

(Luostarinen and Gabrielsson, 2004). This seems to be the main reason that the intermediary 

strategy precedes the operation strategy.
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Customer Strategy

High-technology bom globals usually sell products to industrial customers (Tiessen et al., 

2001). This may be an important factor behind the customer strategies they choose. As a 

result of globalization, most industrial markets have become global, and large industrial 

buyers, many of them global companies themselves, are sourcing suppliers globally. In this 

environment bom global companies are very selective about their target customers (Fisher et 

al., 1997). Some researchers (Jolly et al., 1991; Madsen and Servais, 1997) have argued that 

high-technology bom globals need to find a homogeneous customer group and target that 

group with very standardized products. However, there is also evidence that born globals are 

very close to their customers, and adapt and customize their products based on individual 

customer needs (Luostarinen and Gabrielsson, 2004). It seems that support can be found for 

both views, and that product strategy has a strong influence on customer strategy.

As global enablers have reduced the importance of business distance, and as bom globals are 

targeting a smaller number of industrialized customers, bom globals start their segmentation 

based on individual customers, instead of country markets (Luostarinen and Gabrielsson, 

2004). Lead-customers are targeted first regardless of their location. This is contrary to the 

traditional stages models, which suggest that companies base their analysis on country 

market factors.

Adverstising Strategy

Bom global companies’ need to operate globally and need to maintain control of their 

products requires that they start to build a global brand immediately. This is contrary to the 

traditional companies with not so imitable products, which may start without a brand, or 

proceed with a private label or OEM operations (Kirpalani and Luostarinen, 1999; 

Luostarinen and Gabrielsson, 2004). In addition, larger traditional companies may use more 

country specific advertising strategies, which is not possible for a small bom global 

company that operates with limited resources in a global niche business.

2.5 The Telecommunications Industry

As discussed earlier, industry specific forces may be a significant factor in the rise and 

success of bom global companies. The telecommunications industry seems to provide a 

favorable environment in which bom globals prosper. This may be due to very rapid growth
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and technological development that has caused a strong industry shift. This chapter provides 

background information about the telecommunications industry.

Internet and mobile communications, both sub-sectors in the telecommunications industry, 

have perhaps been the most innovative and dynamic businesses during the 1990s (Bohlin et 

al., 2001). However, Bohlin et al. (2001) argued that many of the innovations in these 

sectors, though very significant, are based, on one hand, on existing knowledge of the fixed- 

line networks and software industry, and on the other, on new competencies and products. It 

seems that large R&D laboratories are not needed for every innovation, and as some of the 

information is based on existing knowledge, founders of small companies can utilize their 

earlier experience in the industry. It may be, then, that this more evolutional rather than 

revolutionary innovation model, together with a modular and network-based industry value 

chain can open up new opportunities for many small companies. Furthermore, for an 

industry with high growth and rapid technological development, such as the 

telecommunications industry, these opportunities may be even greater. This would also 

support the view that, at least in the telecommunications industry, bom global companies are 

the Late Starters and the Internationals Among Others, according to the definitions of the 

Network Approach introduced in section 2.3.

As this research focuses on bom globals in the mobile communications industry, some key 

figures about the global telecommunications markets in general, and the mobile 

communications sector in particular, will be introduced. The annual revenue in the global 

telecom market) has increased from US$523 billion to US$1,232 billion between 1991 and 

2001 (ITU, 2001; see Figure 2.4.). At the same time, the revenue from mobile services has 

increased from US$19 billion to US$317 billion, and mobile cellular subscribers from 16 

million to 955 million (ITU, 2001; see Figures 2.4 and 2.5). When annual growth 

percentages are analysed, it can be seen that growth in telecom markets in general has been 

fast during this time, but in the mobile telecommunications sector in particular, the growth 

has been exceptionally fast (see Figure 2.6). Together with technological development, this 

rapid growth seems to have created new opportunities for bom globals with new 

technological innovations in their niche business area who are able to serve customers 

globally.
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Figure 2.4 Annual Revenues in the Global Telecommunications Markets
Annual Global Revenues

Source: ITU, 2001

Figure 2.5 Global Mobile Cellular Subscribers
Global mobile cellular subscribers

Source: ITU, 2001

Figure 2.6 Annual Growth Percentages of Telecom Market Revenue, Mobile Services Revenue, and 
Mobile Cellular Subscribers

Annual growth %

Source: ITU, 2001
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The Telecommunications Sector in Finland

The Finnish telecommunication sector is perhaps one of the most advanced in the world. 

Competition between manufacturers, based on open standards, was possible in Finland 

before the 1980s, unlike in most European countries (Ministry of Transport and 

Communications Finland, 2003). This has meant that several international 

telecommunications manufacturers have had their operations in Finland, some even using 

Finland as a test market. It was from this environment that Nokia entered the world markets 

when digital technology was starting to develop. An industry shift in the 

telecommunications industry occurred. Following Nokia’s and the Finnish mobile industry’s 

success, a great number of small Finnish companies have internationalized (BBC, 2001; 

Ministry of Transport and Communications Finland, 2003). Some of these companies have 

been Nokia’s suppliers and others have benefited from Nokia’s large R&D efforts by being 

active participants in the ‘cluster’ (BBC, 2001).

The telecommunications industry in general, and the mobile communications industry in 

particular, have experienced a very rapid growth phase. This has happened as a result of 

several technological innovations and general world economic growth. In this event 

telecommunications companies have played a major role and the telecommunication 

innovations have been the major drivers. The industry has become global with companies 

going through vertical and horizontal restructuring. In Finland, this development has been 

among the most advanced in the world. It seems that this has created new opportunities for 

bom global companies to emerge and prosper.

2.6 Preliminary Conceptual Framework

The preliminary conceptual framework of this paper is based on this literature review. The 

framework aims to explain graphically the main key factors and the presumed relationships 

among them as suggested by Miles and Huberman (1984). The framework is based on 

Luostarinen’s (1979; 1994) and Luostarinen and Gabrielsson’s (2001; 2004) POMSICA 

model introduced in section 2.2.4, and used to analyse the globalization of bom globals in 

the previous section. Their model offers a holistic view on the internationalization of a firm, 

which the researcher thinks is important, especially at this stage when the phenomenon of 

bom global companies is still new and the models and theories are not yet stabilized. 

Furthermore, the POMSICA model has been used in other studies under the LUKE project’s 

Bom Global research and in several other studies under FIBO program from the 1970s
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(Luostarinen, 1979) to date (Luostarinen and Gabrielsson, 2004). Thus results will be, to 

some extent, comparable with the vast empirical data on internationalizing Finnish 

companies. Implementing efficient product, operation, and marketing strategies is often the 

main challenge for bom global companies. This will also justify the use of the POM model 

as the basis of the framework.

The POM part of this integrated POM$ICA model covers the product, operation and market 

strategies as a part of a firm’s global strategy, and the price ($), intermediate/distribution (I), 

customer (C), and advertisement/branding (A) strategies will comprise the global market 

strategies of a firm (Luostarinen, 1994; Luostarinen and Gabrielsson, 2004). These parts are 

separate but have strong links with each other. Traditionally, product strategy has influenced 

price strategy, operation strategy has influenced intermediate strategy, and market strategy 

has influenced customer strategy, and all have influenced advertisement strategy 

(Luostarinen and Gabrielsson, 2004) (See Figure 2.7, where the arrows illustrate these 

relationships). However, in the case of bom global companies, these relationships have not 

been as clear, as there is evidence that customer strategy has preceded market strategy and 

intermediate strategy has impacted on operation strategy (Luostarinen and Gabrielsson, 

2004).

Figure 2.7 POM$ICA -framework for the Planning of Global Marketing Strategy

P roduct $ price л

0 peration 1 ntermediate Advertisement

M arket C ustomer

Source: Luostarinen and Gabrielsson, 2004, p. 18

Although some researchers have argued that traditional models do not offer a valid 

explanation for the internationalization of bom global companies, counter evidence does 

exist. However, as there are gaps in the literature about how the time before establishment 

and the organization’s external resources have been included in the models, this research 

extends the POM$ICA model. The network approach serves as a basis for this extended 

model, as suggested by Madsen and Servais (1997). Madsen and Servais called for a 

separate analysis of very small firms’ internationalization process compared to that of large 

firms, due to the strong relative impact that founders have on small companies. Although 

this argument may be reasonable, it may also be possible to develop a more comprehensive
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model on the internationalization of firms, including both traditional companies and bom 

global companies. The author hopes that this research and the framework developed can 

provide more answers to these questions, and contribute to the research on the 

internationalization processes of firms.

Elements other than networks are also included in the preliminary conceptual framework. As 

the analysis based on the literature review suggests, some resources seem to be important 

factors and enablers for bom global companies in their internationalization process in 

today’s collaborative environment. Many of these factors seem to have meant that bom 

global companies have not experienced lateral rigidity towards internationalization. These 

resources - the founders and managers of bom globals, the networks of bom globals, the 

financial resources of bom globals, and the innovation behind the bom global company - are 

all included into the model as ‘why’ factors. The main reason for including all these is, that 

they have been partly covered in previous research (Crick and Jones, 2000), but none of 

them have been fully included in the comprehensive internationalization models of bom 

globals. All of these resources are grounded before the establishment of the bom global 

company, and some continue to be external resources after establishment.

Other dimensions, such as organizational stmctures and personnel could be also included in 

the framework as proposed by Luostarinen and Welch (1990) and Luostarien (1994). 

However, in the framework here they are excluded or incorporated as parts of other factors 

already mentioned. This is because the organizational stmctures and their role are not seen 

to be as fundamental as is the role of the key founders and managers when analysing start-up 

companies. The personnel dimension has been incorporated partly in the founders and 

managers section of the model, as in the early days of the bom global companies founders 

and managers are also often the key personnel.

Environmental factors such as global enablers and industry specific issues are also covered 

as a part of the comprehensive model. Several changes in the environment have been 

important catalysts for the bom global phenomenon, causing deviations from the more 

traditional internationalization models. This environmental view is partly adapted from the 

model introduced by Luostarinen (1994) and Luostarinen and Gabrielsson (2004) (See 

Figure 2.8).
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Figure 2.8 Factors for the Existence of Born Globals in SMOPECs - Adapted for the Companies in the 

Wireless Technology

Global macro factors (general - same in every industry)

Smallness

Openness

Industry
Specific
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Bom Globals

Domestic 
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Enabling macro factors
Global 
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Industry)
•Technological development 
•De-regulation in the industry 
•International (Global) standards 
•International Competition 
•International Customers

Micro factors (The ”Expanded” 
definition of an organization)
•F ounders /Manag e ment
•Innovation
•Network
•Organization
•Finance

Source: Adapted from Luostarinen and Gabrielsson, 2004, p. 17

By combining the elements of the POM$ICA model, the network approach and other 

resource-based models, and environmental factors, the preliminary conceptual framework 

for this research was developed (See Figure 2.9). Based on the literature review, it seems 

that the internationalization process of bom globals varies from that of more traditional 

companies because of the great changes in environment, industry specific issues, and firms’ 

extended resources, thus causing a decreased lateral rigidity towards internationalization.

67



Figure 2.9 Preliminary Conceptual Framework
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The objective of this research is to analyse this process in an industry that has been 

experiencing major changes and rapid growth since the 1990s. The author believes that this 

preliminary framework can help analyze these issues and the relationships between the 

contributing factors. The preliminary framework is based solely on the literature review, and 

the revised conceptual framework may incorporate fresh views from the qualitative 

empirical data of this study.
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3 RESEARCH METHODOLOGY

3.1 Choice of Methodology

This study is a multi-case study based on in-depth interviews of four Finnish wireless 

technology bom globals. The case study method is preferred when studying complex social 

phenomena, particularly in social sciences such as business research, when causal links are 

too complicated to be studied with surveys (Yin, 1994). Qualitative data offer richer 

explanations of processes, allowing researchers to find new integrations (Miles and 

Hubermann, 1984). Multi-case design improves the generalizability of the study, when 

compared to single-case study (Miles and Huberman, 1984), and is advisable in explanatory 

studies such as this, with ‘how’ and ‘why’ questions (Yin, 1994). In this study the research 

questions seek to define how Finnish high service, high know-how and high system bom 

global companies in the wireless technology sector have internationalized, and how this 

process has varied from that of more traditional companies and from other bom global 

companies.

The case study approach is especially appropriate in new topic areas (Eisenhardt, 1989; 

Knight, 2001). Even though the phenomenon of born globals has been studied widely in 

recent times, in the late 1990s bom global companies were established in the rapidly 

growing wireless technology sector in Finland. Studies of these companies may provide new 

information for internationalization research on bom globals. The special characteristics of 

this industry and the recent worldwide recession have impacted strongly on the 

internationalization process of many of these companies, but these recent developments and 

their effects have not yet been fully explored. As the wireless technology industry is an 

example of an industry that has been through extremely rapid technological and economical 

change, it offers a great opportunity to study the phenomena and thus brings new insights to 

research into bom globals. Eisenhardt (1989) states that case study research is most practical 

in the early stages of research on a new topic, or to provide a new perspective to an already 

researched topic. This research fits the latter definition.

3.2 Research Design

This research is qualitative in its nature and most of the primary data for the analysis has 

been collected from in-depth interviews of the CEOs and/or entrepreneurs/founders of the
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case companies. The interviews were recorded and the database was created to help maintain 

the planned case study protocol and to ensure validity. The interviews were semi-structured, 

starting with open questions. In addition, the researcher had an interview-form as a 

supportive tool to ensure that all relevant issues were covered (See Appendix 3). 

Furthermore, during the interview the interviewees filled Target Market Selection form (See 

Appendix 4), and before or after the interview they also filled an adapted version of FIBO- 

questionnaire (See Appendix 2). Moreover, when available, financial data, company 

presentations, product definitions, and news releases were used as support data. Some 

informal interviews with informants from the partner companies such as Nokia, HP, and 

Finpro, and venture capitalist investors were conducted as well, in order to better cross 

check the findings and understand backgrounds. The case-study design chosen for this 

research was a multiple-case embedded design: some quantitative data was also used in the 

analysis of each individual case. However, the results of this quantitative data are not pooled 

across cases, according to Yin’s (1994) recommendations.

Yin (1994) argued that when developing or testing a theory, ‘analytic generalization’, which 

uses previous theories as templates to compare the empirical data, is recommended. This has 

been the case in this research. A framework is a tool that helps to focus empirical study. In 

qualitative research frameworks are continuously revised and reinforced, and qualitative 

study in its nature is cyclical (Miles and Huberman, 1984, p. 23). Data collection, data 

induction, data display and conclusions are interlinked and influence each other (See figure 

3.1). Part of this research and framework has developed from the analysis of the empirical 
data.

Figure 3.1 Components of Data Analysis: Interactive Model

Data
collection

Data
display

Data
reduction

Conclusions:
drawing/verifying

Source: Miles and Huberman, 1984, p. 23.
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To manage these, to some extent controversial, views, a case study protocol was developed 

in the early part of the research (See Figure 3.2). Yin (1994) stated that this is important 

when using multiple-case design. Miles and Huberman (1984) argued that even in inductive 

models frameworks and research questions are needed to focus the search. However, these 

may be refined and reformulated, which brings in the inductive approach to the study.

Figure 3.2 Case Study Protocol

Literature Review
(Globalization, Traditional internationalization theories, Bom Globals, The telecommunications industry)

Choose/Build Conceptual Framework 
(Expanded POM$ICA-model)

Screen Through Potential Case Companies 
(Finnish Wireless Technology Software companies, SMEs)

3

Select Four Case Companies Based on Theoretical Sampling - Literal Replication 
(Established after 1995, Global vision, International activities& sales)

Data Collection - Conduct Case Studies 
(Research Design)

Write Individual Case Reports

Draw Cross-case Analysis

Describe Emerging Pattern and Develop Policy Implications

Completed Case Study Research

In the early phase of this research the research plan was to focus on market strategies of 

wireless technology bom globals, and especially on how these market strategies vary in 

Asia, compared to the market strategies of other companies, but also compared to the market 

strategies of the case companies in closer markets. During this inductive research it became 

clear that a more holistic and comprehensive approach was needed, looking beyond market 

strategies. However, as market strategy is a major element of the globalization strategy, and 

possibly the most visible of the globalization strategies, attracting the greatest public 

attention, and also bringing the greatest challenges for small bom global companies with 

limited resources, the researcher decided that the special interview questions related to 

market strategy in Asia were so valuable for the whole research that they have been included
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in the final research and the case study analyses. The fact that in Asia markets vary greatly 

from European home markets in many cases highlights the differences in market strategies 

between bom globals and more traditional companies, and providing important information 

for the whole analysis on market strategies and other globalization strategies.

The case companies were chosen based on recommendations of Miles and Huberman 

(1984), Eisenhardt (1989), and Yin (1994). Four companies was seen as a minimum number 

to secure generalizability. However as the nature of the research has been holistic, no more 

than four companies were chosen in order to limit the amount of empirical data. The case 

companies were selected from extreme examples, rather than randomly, as Eisenhardt (1989, 

p.537) suggests that this is a preferable strategy for research extending existing theories.

The criteria for choosing the case companies were as follows:

1. Company is a high service, high know-how, or high system SME in the Finnish 

wireless technology sector

2. Company was established after 1995

3. Company had a global vision or strategic intent from its inception

4. Company started its international activities early (within 2 years of establishment)

5. Company’s major activities focus on international markets. However, in this study 

the researcher did not use revenue as a main specifying factor, as the case companies 

were so young that revenue would not indicate the relative share of activities or 

importance of different markets. Rather other measures such as direct/indirect 

operations, customers, and sales and other project activities defining international 

and global activity level were used.

3.3 Unit of Analysis

The unit of analysis in this study is a firm, a bom global company in the wireless technology 

industry. However, in the framework of this study the concept of a firm has been expanded 

to include also the founders and their previous experience, and the partnership network the 

firms have, as in small companies in general, and in the case of bom globals in particular, 
this seems to be a relevant issue.

72



3.4 Validity and Reliability of the Research

The author has used Yin’s (1994, p. 33) recommendation for testing research quality. The 

method includes four tests: construct validity, internal validity, external validity, and 

reliability (see Table 3.1). To test construct validity the researcher used multiple sources of 

evidence, had key informants reviewing the draft of the case study, and other triangulation 

tactics (see also Miles and Huberman, 1984) to establish the chain of evidence. Internal 

validity was achieved through pattern matching, keeping research questions in mind, and 

maintaining conceptual thinking (Miles and Huberman, 1984; Yin, 1994). Miles and 

Huberman’s (1984) recommendations on data displays, charts, matrices, figures, 

conceptually clustered matrix meta-matrices, and site-ordered descriptive matrix were used. 

These techniques are preferred when data are based on words rather than on numbers. Other 

qualitative data techniques proposed by Miles and Huberman (1984) such as contact 

summary forms, coding, and generating pattern codes were also used.

External validity was ensured with literal replication (Yin, 1994, p.48) by having four cases 

selected. Case study protocol was used and a database was created in order to maintain 

reliability (Yin, 1994). Also the decision rules for the researcher were defined (Miles and 

Huberman, 1984).

Table 3.1 Case Study Tactics

Tests Case Study Tactic

Construct validity • Multiple sources of evidence used (in-depth 
interviews, questionnaire-forms, press 
releases, annual reports when available, 
web-pages, other sources interviewed, or at 
least used as informants (partners, 
investors)

• Chain of evidence established
• Key informants reviewed a draft case study 

report

Internal validity • Pattern matching between patterns defined 
in the preliminary conceptual framework 
adapted from previous studies and patterns 
found from this empirical study

• Data displays and matrix techniques 
suitable for qualitative research were used

External validity • Literal replication logic was used in a 
multiple-cases

Reliability • Case study protocol
• Case study database developed
• Decision rules defined

Source: Based on model found in Yin (1994, p. 33), COSMOS Corporation
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4 EMPIRICAL FINDINGS - INDIVIDUAL CASE
DESCRIPTIONS

In this chapter, case companies are analysed using the preliminary conceptual framework 

developed in the chapter three. The case study interviews were conducted at the end of 2002 

(See Appendix 1). The rest of the material for the empirical section has been collected 

between October 2002 and December 2003. However, analysis focuses on operations and 

activities during 2002, or before.

4.1 Add2Phone Oy

Background and Innovation

Add2Phone develops software for mobile operators, portals, application service providers, 

and media companies. Their main focus is in the area of mobile marketing and mCRM 

applications. The company was established in 2000. Most of the ten founders had many 

years experience in international business and in the telecommunications industry. The main 

innovations, or key findings, behind the success of the company were, that the mobile phone 

will be a medium in the future, and that in addition to the revenues generated by customers 

there will be another revenue stream in the future generated by marketers and advertisers. 

The first product, Mobile Advertising Server was developed for this purpose. To be the first 

in the rapidly growing mobile communications markets to utilize this innovation has been 

one of the main factors in the firm’s strategies.

Currently the company has 25 employees and has customers in 15 different countries, 

mostly in Europe. Revenue in 2002 was 1.4 M Euros of which 65% was generated 

internationally. Since establishment the company has also attracted investors. Among the 

owners of the company are several venture capitalist companies and organizations, including 

Sitra, Stratos Ventures, Danske Capital, Trident Capital, Tapiola Group, Head New 

Technologies, ABB Pension Fund, and Fides New Media.

Product Strategy

The first product, Mobile Advertiser Server, is still the main product of the company and has 

been in the market for 2.5 years. However, the company has also introduced two 

complementary products: Mobile Competition Server and Mobile Content Server. All 

products were developed for global markets. In addition to selling software licenses, the
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company also sells some hardware and third party licenses. Services are also an important 

part of the product, including implementation, training, support and maintenance. This is a 

necessary part of the delivery, as many customers are not themselves familiar with this new 

product. Occasionally the company also sells its consulting services in the area of mobile 

marketing. Early sales projects included physical goods (hardware), software licenses, and 

services, and can be defined as system sales. Sales of know-how have also emerged during 

the first years of operations.

Operation Strategy

Since establishment, Add2Phone had operations and offices in Helsinki, Frankfurt, Boston, 

and Montreal. The German and US offices were purely sales offices, and the Canadian 

office was the second R&D unit in addition to Helsinki’s R&D activities. The company saw 

that the role of direct sales was important in new markets that were still developing, and the 

need to educate customers, and partners, was necessary. The desire to be located in the lead 

markets of both mobile technology, and the marketing and advertisement industry, were the 

main reasons behind the locations of R&D facilities. Immediate feedback was important in 

developing new products in rapidly developing markets.

As the company established offices in foreign markets in the beginning, it can be said that 

outward operations preceded inward operations. However, the company has also used some 

inward operations, for example purchasing third party licenses, such as Oracle, as a part of 

the systems it delivers to customers. It has also used as foreign subcontractors Indian 

software developers. Different co-operation modes have also been important since the first 

year, and the company has used strategic alliances especially in marketing and sales 

operations. They have also conducted some minor R&D projects together with some of their 

partners. Furthermore, during the first years, the company has already experienced de- 

intemationalization phases, as they have closed down offices in Canada and in the US. 

These offices were opened in order to have a presence in the lead markets, which is the US 

in the area of marketing, and Europe in the area of mobile communications. However, more 

rapid growth in Europe combined with limited resources has forced them to focus more on 

European markets at this stage. This does not mean, however, that they have abandoned 

plans to re-enter the US market in the future.
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Market Strategy

At the very beginning the company was set up to be located in two markets, Europe and the 

US, the two relevant lead markets, as mentioned above. The company started its sales in 

Finland and Sweden 6 months after establishment. The Swedish project was a commercial 

pilot project. However, 9 months after establishment, they also entered the UK and US 

markets. Following that were Latvia, Germany, Poland, Italy, Spain, Lithuania, Switzerland, 

and Austria. The company had also some Asian customers. However, these customers were 

all the result of the internationalization of their domestic customer, Zed Oy, which had 

operations in Singapore, Malaysia, and the Philippines. The company also co-operated with 

and operated through Hewlett-Packard in Singapore and Japan.

Actual physical distance was not a major factor in choosing the target markets, as the 

company utilized the internet for sales and marketing, and also in the delivery of their 

products and services. However, cultural and technical differences have been important. For 

example, in Asia the different character set in written messages created entry barriers and 

increased the costs of entering these markets. An important criterion for choosing the target 

market was the size of the potential markets. The importance having of a lead market played 

a role. Market potential in this case is related to wireless market potential, which is not 

always the same as market potential in general, that is, the GDP of the markets. The 

Philippines is a good example of SMS-messaging increasing rapidly, and the number of 

SMS-messages sent per subscriber in Philippines is now among the highest in the world. 

Even though the physical distance has not been significant, as there are no physical goods to 

be delivered, or heavy investments in infrastructure to make, the time difference does create 

some challenges for global operation. Industry characteristics have also had an important 

role in the choice of target markets.

The lead markets in the industries relevant to the company have been the US, as the largest 

economy in the world and also important in the advertising industry, and Finland, as it is one 

of the most advanced mobile markets in the world. Other countries that could be labeled as 

lead markets have been the UK, and perhaps Israel. The fact that Finland has been a lead 

market in the mobile industry has emphasized the role of domestic reference customers, 

which has been fundamental. Recently the importance of Finland has diminished, as other 

markets have developed. The small nature of the Finnish market was actually a major 

driving force behind the internationalization of the company. The CEO believed that if he
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were to establish the company now, he would like to do it in the UK, as he could no longer 

see major benefits in being located in Finland. Developing products, services and marketing 

know-how, and receiving funding, are directly linked to the internationalization activities of 

the company, and most of the planned growth will be covered internationally.

So far the company has not had its own operations in Asia, and the revenue it generates 

through its customers and partners in that area has been only 5-10% of total revenue. 

However, during the next five years this is forecast to rise to 20-25% of total sales.

Price Strategy ($)

Officially the company has had one global price and a standard price list. However, there are 

slight variations based on customers and market size. This price flexibility is, however, not 

based on any geographical basis.

Intermediary (Distribution) Strategy

The company started with direct sales operations since its establishment, including both 

export sales and own direct investments in sales offices in foreign markets. This was 

because the markets were immature, which caused the need to sell directly to the end 

customers. Customers needed education for the products and services, and it was also 

challenging to train intermediaries to understand all the nuances of the product. Moreover, 

the need to receive feedback from markets to enable it to develop products was an important 

factor behind the decision to establish own offices from start. Thus these offices also 

included some R&D activities.

Actual delivery has become possible to carry out on-line, using internet connections, making 

it easier to establish its own offices. Investment in physical infrastructure was light. 

Furthermore, the company also utilized the internet in its marketing activities. The most 

important marketing tools was a web-page and email, which with telephones made it 

possible to give 24 hour per day support globally from the company’s Helsinki’s office. This 

also made it possible to start global operations in the first place. The founders believed that 

without the internet, the company would not exist.

Recently development in distribution strategy changed from own direct sales to the use of 

indirect distribution channels. So far the share of indirect sales has been only 10% of total
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sales, but the company estimated that during the next calendar year, 2003 this would 

increase to 40%, and after that up to 70-80%, due to cost advantages.

Customer Strategy

Customers of the company were segmented globally. As the company had clearly defined 

industrialized customers, the number of them was limited. Most of the customers had also 

started their internationalization, or globalization, themselves. These customers included 

telecom operators, portals and service providers, media houses, and application service 

providers (ASPs).

Advertising Strategy

The primary brand was the company brand. As the company’s customers were industrial 

companies who usually included Add2Phone’s products in their own offerings, the end users 

did not know, and did not have to know Add2Phone’s name or its products’ names. 

However, it was extremely important that the industrialized customers knew the company, 

as reference customers and the guarantee of service levels in these kinds of products are 

significant. So, even though the products had names, such as Mobile Advertising Server, the 

company’s name was always added to the name: Add2Phone Mobile Advertising Server.

The fact that the company is small and has a limited marketing budget made the only 

feasible solution on a global scale to build one brand, which was the company brand. Table

4.1 sums up the globalization and global marketing strategies of Add2Phone.
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Table 4.1 POM$ICA pattern - AddZPhone

POMSICA -
PATTERN
ADD2PHONE

Product Strategy

Started with Services (Software),
Systems and
Know How

Operation Strategy

Started with MIMOS & DIMOS almost simultaneously

Simultaneous
outward, inward and co-operation modes - 
Increasing emphasis on co-operation modes

No actual production modes used:
Digital product manufactured in Finland

Some R&D work abroad, which started 
at the same time with DIMOS

De-internationalization: Closed down 
subsidianes in the US and Canada)

Market Strategy

Very short domestic phase

Fast pace to lead markets

Simultaneously to many European markets, and to the US and Canada.

Also to Asia by following a customer.

Price Strategy ($)

Global pricing, some flexibility case by case on a customer basis

Licence fees, services

Intermediary
(Distribution)
Strategy

Own export and FDIs

Agents

Domestic Partners (Customers)

HYBRID International Partners

Customer Strategy

Global segmentation
A few hundred industrialized customers:mobile operators, portals, media 
companies

Advertising Strategy Global corporate brand

Enterepreneurial and Managerial Resources

Add2Phone had 10 founders, and most of them had extensive experience in the industry. 

Four of the founders had a total of 60 years of experience in sales and marketing in 

international business environment. Two of the founders had aggregated 20 years of 

technological and R&D experience, one with 10 years of business development and 

technology background. Four of the founders had Masters of Science in Economics or 

equivalent Business Management, and the rest had a technical education.

Networks

The importance of the partner networks for the company was remarkable, especially in the 

beginning. The domestic telecommunications cluster, including Nokia and Sonera, the large 

Finnish telecommunications companies, did help in getting the first orders internationally. 

However, the meaning of this domestic network has diminished after the company achieved 

its first international customers. The role of international network partners was ‘absolutely 

essential’, the CEO stated. The company believed that without international partners they 

would not grow. The importance lies in the contact network and also in credibility. This 

includes sales activities, as well as technological credibility. For example, if Hewlett- 

Packard says to a customer that Add2Phone’s application works, they believe it. Now that
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the company has 16-17 customers, the importance of company’s own references has 

increased, and the company can use this fact in their marketing. The international network 

and reference customers is even more important in distant markets, for example Asia.

The partner companies can, in some cases, also be competitors, and this can also vary 

market by market. Even though the importance of these partners has in many cases been 

remarkable, it has not affected the strategic choices of the company in such a way, that the 

company has not done something that they would not have done without the partner. The 

CEO of Add2Phone believes that the key to the company’s success in this turbulent and 

dynamic environment is that they specialize in their own core competencies.

Add2Phone also participated in and was a member in several industry forums, such as 

Mobile Marketing Forum.

Finance

The most important source of funding for the company has been venture capitals. Another 

source has been customers, that is, sales revenue, and the third main source has been Tekes, 

a government-owned development fund/organization. This situation developed during the 

first three years, as in the first year the only funding was received from venture capitalists, 

but in the third year the main source was sales revenue supported by funding from Tekes.

The role of venture capitalists and other investors was significant in the beginning. For 

example, Trident Capital, the US based investor, delivered important information and 

advice, and thus has been a valuable partner when discussing strategic options for the 

company. Also, during the de-intemationalization process when the company pulled away 

from the US, they were a great help. This kind of support has been especially important in 

more distant markets. In day-to-day operations, especially in Europe, the investors’ help in 

these issues is much less important. Table 4.2 lists all the resources of Add2Phone discussed 

above.
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Table 4.2 Resources - AddZPhone

RESOURCES- 
ADD2PHONE : .

Founders and 
Management

10 founders with extensive international business and technological experience in the industry prior to the 
establishment of the company

Innovation

Products that help operators and media companies to combine mobile phones and marketing communication

New service and new idea in a new rapidly growing industry (the mobile communications industry)

Among the first in the market

Network

Academic network not important

Domestic network (cluster, including reference customers) essential in the beginning

International network essential after the initial internationalization

Founders' personal networks

Venture capitalists' networks and experience

Memberships in industry forums

Finance

In the beginning the role of the venture capital companies has been fundamental as all the funding came from these 
sources

Soon after the establishment government organizations, especially TEKES, has been important source of funding for 
the technological development work

Recently Prd year), the impotance of sales revenues as a funding source has increased and sales revenues are 
now the main source of funding for the company supported by the funding from TEKES

4.2 Codetoys Oy

Background and the Innovation

Codetoys Ltd was established in March 2002 as a result of a merger of Codeonline Ltd and 

Springtoys Ltd, two leading mobile entertainment companies in Finland. Codeonline was 

established in 1998, and Springtoys in January 2000. Both companies were bom globals, 

and so, it can be argued, is Codetoys.

The company is an end-to-end service provider for mobile entertainment services. This 

packet includes concept, design, hosting, access provision, statistics, reporting, and 

marketing. The company has established its position well among the world’s leading 

telecom operators and media houses, and its services can reach over 250 million potential 

players in all continents. It has delivery contracts with more than 50 operators in more than 

50 countries.

Codetoys headquarters is in Innopoli, Espoo Finland, and the founder of Codeonline, Matti 

Hämäläinen, is the CEO of the company. The company has 60 employees from 10 different 

nationalities, with offices in the UK, Germany, USA, and Japan. Turnover in 2002 was 3 

million Euros, of which 3% came from Finland, 60% from the rest of Europe, and 37% from 

other continents.
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Codeonline was established by Matti Hämäläinen and his wife Maija Hämäläinen. The 

company’s first applications were developed for interactive educational usage on the 

internet, and they were soon expanded to include interactive mobile applications. Springtoys 

was established to be a global mobile gaming company from its birth and it had external 

investors at the time of founding. Tekes was an important organization in the first years of 

the development of both companies. Soon after establishment both companies attracted 

more investors. In 2002 Codetoys had a wide investor base from around the world. Among 

its owners and investors were Finnish and global venture capital companies and strategic 

investors, including Eqvitec Partners, Shamrock Holdings, Motorola, Bertelsmann, AOL 

Time Warner, Wellington Partners, Sampo, Tapiola, PCA Infocom Finance.

The pivotal innovation behind the company was technological. They took several years to 

build the basic technology, a technological platform, which enabled the global distribution 

of the mobile games. The technology works well, even though there would be hundreds of 

transactions per second. The other innovation has been a service innovation to understand 

that among the world’s telecom operators there is a demand for total service, including 

system sales and service. The service the company sells is a ‘turn-key project’ for telecom 

operators. The company can be defined as an ASP (application service provider), selling 
hosted services operated from a hosted1* environment in Espoo. Some operators have not 

had the skills to operate these kinds of new services as it has not been their core competence. 

The general increase in outsourcing has contributed to the success of this business. Time-to- 

market in these services has been an important factor for the company, but also for telecom 

operators who have been looking for new revenue streams to replace the declining revenue 

in more traditional areas as a result of intense competition in the industry.

The company was in a sector of the industry experiencing what the CEO referred to as the 

‘glad days of gold rush’. This meant that the company entered an empty field in which no 

other company had any noticeable business activities. When the company started, nobody 

had this kind of technology in the industry. It was a massive effort to build all this 

technology on one’s own. However, this early effort has now served as an entry barrier for 

others. Connectivity into telecom operators’ billing systems requires competence that 

gaming companies do not have.

1 Software and content are physically located in a hardware platform in Espoo and consumers around the world use the 
service utilizing international data connections and internet
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The company rapidly achieved 250 million potential end-users by providing the technology 

and content via telecom operators. The telecom operators took care of the marketing 

activities, as the company did not have enough resources to market the services globally to 

the end customers. Important issues for the company have been that they had good license 

contracts with the owners of recognized global brands, such as ‘Who wants to be 

millionaire’ and ‘Trivial Pursuit’. Motorola’s role as a distribution partner, and also as an 

investor, helped in these negotiations, as it brought more bargaining power and credibility to 

the negotiation table.

As a first mover in the industry, the company is now located in every major market. Thus 

the company is now a preferable partner for content owners in the area of mobile gaming 

and mobile entertainment distribution. They have connections to all major operators, and 

they have proven the quality of their services. The usability of the company’s services with 

different devices is also an asset. These issues create a competitive advantage, as owners of 

the world’s best brands and content would rather give the rights for their content to someone 

who already covers most of the potential end users and markets, than to someone who is just 

starting in the business. Also the business model of hosted services has been well accepted 

among the operators. This all should make it easier for the company to sell more games and 

entertainment content to its existing operator partners, and in doing so, the company can 

utilize more efficiently the system it has built.

However, there are still challenges ahead, as only a minor portion of the potential end users 

are able to use or aware of the services. In addition, the margin that the company receives 

from the revenues after the operators and content owners have collected their part, is small. 

This fact alone means that it is not feasible to enter into this business by aiming to be ‘the 

biggest in the Baltic’, but the company has to be a global player. This business requires large 

volumes.

Product Strategy

Codeonline’s product, when developed in 1998, was based on strong technological 

innovations. The business model was based on advanced knowledge in interactive question- 

answer-feedback technology. First applications were developed for educational use, and 

were soon expanded to gaming and advertising. The product served as a multiplatform 

service for all devices, including PC/intemet, mobile, and digital TV. However, by autumn
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1999 the company had started to transfer its focus from a pure technology developer to 

selling products and services in the area of mobile entertainment and mobile games. They 

saw that in the mobile communications industry the payment methods, and thus business 

models, were more advanced than in the fixed-line internet industry. The company saw an 

opportunity to combine their technology in question-answer-feedback technology with 

games that are based on knowledge and opinions: trivia and quiz games had the most 

potential. Their first mobile product was football questions under UK operator 0ne20ne’s 

own brand. Soon after that they built a product that combined a global game-brand with 

their system, and started to sell that to operators as a hosted service. Their first mobile game 

for the masses was ‘Trivial Pursuit’, launched in 2000. The second successful launch was 

the ‘Who wants to be a millionaire’ mobile game. This product was sold to every continent, 

except Antarctica and North America, as in North America Disney and/or ABC owns the 

rights. Springtoys products were, from the beginning, games for mobile phones.

To sum up, the company is essentially a ‘technology house’. However, its main business 

model is to sell service, or a hosted system, including products and services, to industrial 

customers, telecom operators, who will then market it as a service to their end customers. In 

some cases the company sells know-how, as their service can include consulting.

Operation Strategy

The first outward operation mode of the company was export to European countries. The 

first mobile game the company developed was delivered to the UK. However, almost at the 

same time with the export operations they also established subsidiaries in the UK and Japan. 

Soon after that they also opened a small sales office in the US. Later they opened a sales 

office in Germany. Most of the activities have been sales operations with no production 

abroad. However, the company has used international subcontractors for the localization of 

products. This has been for design purposes, but also for technical reasons, as there are 

different technological standards in different markets, such as BREW-technology, in the 

CDMA networks mostly in the US, instead of more common GSM-based technologies in 

Europe and most of Asia. Different technological standards have been important issues for 

the company as it has worked with most of the global operators. The company has also 

considered buying some project work abroad. In Japan, the company also had some applied 

development activities. Most of the license contracts are made in the UK, which is the 

‘center of the world’ in the game and content industry. The company had some activities in
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China, but they have faced challenges with these operations, as the Chinese require joint- 

venture structures. IPR issues and how to repatriate profits have also made the company’s 

business in China difficult, and thus they have not increased, but rather decreased, their 

activities there, and have thus experienced de-intemationalization to some extent. At the 

time of the interviews their games were still running in China, but the company had no plans 

to increase operations there. The opening of the first offices and their location was partly 

based on networks and the experience of company personnel.

Inward operations began at the same time, or in some product areas even preceded outward 

operations. The most important inward operations were license agreements with 

international content owners, game companies. Most of these companies were located in the 

UK or the US. Quite often the licenses were sold in two parts, and also the content rights 

were owned by different companies: the US markets for one part, and the rest of the world 

markets for the other part.

Co-operative operations have also been an important part of the company’s operations since 

its establishment, the most important of these being co-operation in the area of sales and 

marketing. To attract the best sales and marketing partners, the company had to first prove 

that it had good products and reference customers. To achieve this, they needed to start their 

own export operations by establishing sales and marketing offices in lead markets. However, 

the company understood that in the long run they were too small to conquer the world by 

themselves: they needed a distribution channel. First, the operators started to invest in the 

company, as the company had a good product and good content brands. After that, Motorola 

started to show an interest to act as a sales and marketing partner for the company, as they 

saw that the company had globally several operators as their customers. Also the package 

that Motorola offered for the company at that time was attractive. Motorola had a clear 

strategy in the area of value added services and the company’s product fit well in that 

strategy.

One important co-operation mode for the company has also been to participate in several 

industry organizations and forums. The company has been an active member in Mobile 

Games Interoperability Forum (MGIF), HP Bazaar, and also involved in Mobile 

Entertainment Forum and Mobile Payment Forum. The role and contribution to the mobile 

games standardization activities via MGIF was important. Codetoys contributed several
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parts to the standard specification as well as the white paper defining the first version of 

mobile games services specification. Codetoys also served in the MGIF board. The value of 

these activities has been in information gathering and networking, and membership also 

increases the credibility of the company within the industry.

Market Strategy

Both Codeonline and Springtoys followed similar paths in their market strategies. 

Codeonline actually began internationally, as its first mobile-marketing research system was 

sold, not in their home continent Europe, but in the US. This was because the marketing and 

advertisement industry was more advanced in the US. Moreover, as mentioned in the 

previous section, the first mobile game the company made was delivered to UK telecom 

operator 0ne20ne. Springtoys started to export to France, Italy, Australia, Finland, the UK, 

and Spain. Notably, Finland was not the first market for Springtoys either. The pilot 

customer for Springtoys was Sonera, but the project was small and more a supportive 

gesture in the firm’s starting phase. The next customers were international: Nokia in the UK, 

telecom operators in the UK and Spain, and then in other countries. In the early phase 

exporting to European markets was the most important market strategy. The company’s 

products were first presented in large Western European markets: the UK, France, and 

Germany. The US markets was also intended to be among the first target markets. However, 

the company believes they made a slight mistake in the US, as it was not possible to think of 

the US as an extension of the large European markets and as a single large English-speaking 

market. At first plans for the company were to get a flying start in the US, but soon they had 

to put those plans on hold, as they noticed that the mobile game market was not mature 

enough for these kinds of services and a different point of view was needed.

However, as mentioned earlier, they very soon opened own subsidiaries in the US and in 

Japan. In a rapid phase the company also started activities in the Middle East, South Africa, 

South America, Central America and Australia. For example, South Africa has been a 

significant market for the company. In Asia, the company was active in Japan, Singapore, 

and China.

The CEO of the company argued that the importance of lead markets in the industry has 

been essential. The UK was a significant reference as ‘all’ competitors are also located there. 

However, Panu Mustonen, Vice President of Business Development of Codetoys, and ex-
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CEO of Springtoys, believes that the importance of the lead markets, remarkable in the early 

days of the company’s existence, has diminished as other markets have also developed in the 

industry.

The choice of the target markets has been based in part on resources and how to focus them. 

The partner network has also influenced these decisions. For example, if Asia was not the 

strong area of the main distribution channel, the company’s capability to succeed there 

would be limited. The CEO stated that if Motorola says it cannot sell in Indonesia, their 

company would not distribute to that country. However, if customers, for example Vodafone 

Group, require it, then the company would bypass its normal distribution channels and enter 

such markets. Mustonen pointed out that operators started to be global, even though many of 

them still operated locally. Moreover, the geographic distribution area of the game brands 

affected the market strategy. If Trivial Pursuit was not generally promoted in Turkey, for 

example, there was no point entering these markets with the mobile version either.

In practice, the company is located in every continent except Antarctica. However, in some 

continents their competitive advantage has not yet been strong enough, believed the CEO. 

For example, at the time of the interview the US, Japan, and South-Korea were ‘pioneer- 

markets’ in which they had products and services not yet launched in any other market. The 

company needed to follow this development and aimed to be present in these markets. The 

main factor behind market strategy decisions was, however, profitability, which has 

determined the markets the company entered.

The company perceived that in Asia pricing was a priority. SMS messaging potential even in 

larger Asian countries was usually not similar to that in more developed countries. 

Furthermore, the view of pricing these services among some of the Asian operators has 

varied very much from that of the company’s on several occasions. This has created some 

entry problems, when the operators have set the initial pricing level too high for the services. 

The business models used in Europe cannot be used in Indonesia or the Philippines, argues 

Codetoys’ CEO, but Singapore is an exception, as they have a mature mobile 

communications market.
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Moreover, the role of governments was more noticeable in Asia. China was a good example 

of this, as specifications and regulations were changed often on a monthly basis. However, 

this challenge was not confined to China. There were similar cases in Europe, for example, 

Greece, where mobile games are labeled as gambling. Furthermore, the cultural distance was 

emphasized in Asian markets. All this has created an environment where the role of the 

network became even more important than in other markets; in Japan, especially, operations 

would not have been possible without a local network and partner. Although Asia’s role was 

small, the company believed that it would double in the near future.

To sum up, both companies, Springtoys and Codeonline, had international operations from 

inception and the whole business plan was based on a global target market.

It was actually more challenging for the company to start its domestic rather than its 

international sales. One important reason was that the content licenses they acquired were 

international. The concepts of these games were international in nature, and thus the basic 

demand for these mobile games may also have been more advanced in international markets. 

The only remarkable Finnish customer for the company has been Nokia. Moreover, the fact 

that Finland as a market is so small inclined the focus of the company towards large 

international markets from inception.

At present the company is taking care of its Eastern and Central European activities from its 

Finnish headquarters. Western Europe is operated through its UK subsidiary and in Asia the 

company works through its sales partners. The US market is still at the development phase, 

even though their first initial customers were in the US. South America has been successful 

for the company, mainly because Motorola has traditionally had a strong presence in the 

area. Both Codeonline and Springtoys, and now the combined company have had similar 

experiences: in Europe they have had strong growth, but some difficulties in the US and 

China. In the US, they noticed, it is difficult for a small foreign company to operate alone. 

There, the company now believed, you need to look like a US company. The fact that the 

SMS market is not as developed in the US as in Europe was also an important part. Not until 

recently have US mobile phone users started to send SMS messages, mainly because new 

interoperatibility contracts had made it possible to send an SMS between different mobile 

operators’ networks. This has increased the awareness of SMS services in US consumers. 

Russian markets have also been challenging to date. In China, the largest challenges have
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been related to cultural differences, governmental regulations, and ideology. In Asia, in 

addition to Japan and China, the company had operations in the Philippines, Singapore and 

Hong Kong through sales partners. In the Philippines SMS messaging services has expanded 

very rapidly.

Even though the company had faced challenges in the US, in China, and also at some level 

in Japan, all these markets have such potential that the decision to enter and to stay in these 

markets was deliberate and strategic. This was also the reason to establish offices in each of 

these countries. In other countries they have looked for partners. The long time that it takes 

to fly to distant countries influenced these decisions, especially for a company such as 

Codetoys, which not only had limited financial, but also limited human, resources. 

Moreover, knowledge of the local environment has been one criterion in sourcing partners.

In general, physical distance has not had a major role in the market strategy and market 

entry decisions of the company. Only time difference has had a limited importance, as 

mentioned above. Economic distance has not been a significant factor either. A good 

example of this is the US vs the Philippines. In the Philippines SMS usage was among the 

highest in the world per capita, while the US was still at the early phase of development in 

SMS messaging. Other good examples where the company had success were South Africa, 

Guatemala and other Middle-American countries, Peru and South America in general, and 

Lithuania, which had all been real ‘hits’. Ireland has also been very successful. On the other 

hand, proportionately the success has not been so good in many of the more developed 

countries such as Germany and the UK, where competition for consumers’ attention has 

been much more intensive.

Over time the role of physical distance as a decision making factor for the market strategy of 

the company decreased. Improved internet connections, and internet connections in the first 

place, played an important role in this development. Furthermore, Finland had 

internationalized remarkably during the last three years, decreasing further the cultural 

distances between Finland and other international markets, argued Panu Mustonen. Cultural 

distance was still obvious in Asia; for example, in Japan a local presence was still required. 

Technically this would not have been necessary, but Japanese customers do not want to 

choose products that did not come from their own country. In China the situation was 

similar, making local people and operations vital in both countries.
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Wireless market potential, that is, average revenue per user (ARPU) and usage 

(entertainment ARPU), were important factors behind target market selection. For example, 

in Eastern Europe there was not so much competition in other services, so usage was 

relatively high compared to more developed markets. Another reason for the market strategy 

decisions of the company was to follow their customers, and the importance of this factor 

was increasing. More international and global telecom operators entered the industry, for 

example Vodafone, and for a supplier such as Codetoys, it was important to serve their 

largest customers in each market in which they were located. Furthermore, Code toy s’ 

partners had a significant role in the company’s market strategy decisions; Motorola’s strong 

position in Latin America is a good example of this. The investors have been to some extent 

involved in target market selection and also improved the credibility of the company by 

decreasing the liability of the newness. The technological differences between various 

markets actually provided a competitive edge for the company’s multiplatform, which works 

together with different technologies.

From the beginning it has been clear that, for example, Springtoys would not have been 

established to serve just Finnish markets. The company would not have received funding, 

for a start. They started with the seed money they received from Eqvitec Ventures and 

Sonera, and their objectives were global from establishment. The situation did not change 

after the merge of Springtoys and Codeonline. Finnish markets, or even Nordic markets, 

alone could not keep a company such as Codetoys alive: the company’s activities in Nordic 

countries have remained insignificant. In the games industry English is a natural language. 

Even though the Nordic mobile markets were the most developed in the world, they still 

consisted of small, individual markets in which everyone speaks their own language, argued 

Panu Mustonen.

Price Strategy ($)

The whole business model of Codetoys is based on a revenue sharing model. The company 

operates the service and makes a contract with a telecom operator. Revenues are then shared 

between the operator, the company, and its partners, such as Hasbro, who owns the content 

brand. In some cases the distribution partner could also be part of the revenue sharing chain. 

This basic revenue sharing model is the same in each market. However, the actual pricing 

varies across markets and is based on customer pricing. For example, in Japan pricing has
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been based on subscriptions, in Europe on premium rate SMSs, and in some other countries 

on basic rate SMSs. So the basic model is the same, but the company adapts to local market 

needs.

Intermediary (Distribution) Strategy

The company started its marketing activities exporting directly and establishing foreign sales 

and marketing subsidiaries. However, soon after their early operations, the importance of 

international sales and marketing partners increased and is now essential for the company. 

Motorola is clearly the most important partner for the company, without whom their long 

term global presence would not have been possible. The company has also used local agents 

in some countries, and in the Philippines they have also used Finnish people who live there.

The internet has played a major role in enabling the physical distribution of the service to 

their industrial customers, telecom operators. In all cases the services are physically hosted 

in Espoo, Finland, and linked and delivered through internet connections into the networks 

and systems of telecom operators all over world. As the business has developed, even more 

of these kinds of activities have been concentrated in Espoo. The greater capacity of global 

internet networks and the prices of those connections have constantly been decreasing, 

making the business case for this kind of operation even better.

Customer Strategy

The company has a global customer strategy. Essentially their target customers include 

every mobile telecom operator in the world. The company has been rating the potential and 

performance of operators, and the decision to work with different customers has been based 

on this listing. The main question has been which operators belong to the top 20% of all 

global operators. There are no major additional costs in delivering the service to other side 

of the world. There may be some localization requirements, but the basic technology of the 

company covers all network standards, and thus there are no major barriers to entering any 

market. The processes of the telecom operators have been refined to be almost identical 

globally, again making it easier, even for a small company, to do business with them on a 

global scale. Another customer group for the company is mobile phone manufacturers, and 

some global media companies. All these target customer groups have been segmented 

globally.
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Advertising Strategy

The company brand has been the key to the advertising strategy. Of course global product 

brands such as ‘Trivial Pursuit’, or ‘Who wants to be a millionaire’ are well known to 

customers, and have opened the doors to operators. However, the company’s customers are 

first of all mobile operators, and among this customer group the main target has been that 

the company’s brand is known as a synonym to quality service delivery in mobile 

entertainment and game products. For the company it is also important that media houses 

and brand owners know the company brand, so that the company can attract and maintain 

the owners of good global product brands as their partners.

As the mobile operators’ business requires heavy investment, and has still been to some 

extent regulated, there have been only a limited number of mobile operators in the world, 

perhaps a few hundred in total. Massive marketing campaigns are not required to get the 

company’s name known among these industrial customers, compared to marketing to end- 

users. This fact has also influenced the advertising strategy of the company: it has been 

possible and at the same time necessary to create a global company brand. In Table 4.3 

Codetoys’ globalization and global marketing strategies, covered above, are presented.

Table 4.3 POM$ICA pattern - Codetoys

POM$ICA-
PATTERN
CODETOYS

Product Strategy

Started with Services (Content/Software), and Know-how

(Systems: ASP, Application Service Provider)

Operation Strategy

Started with NIMOS & DIMOS almost simultanously

Simultaneous
outward, inward and co-operation modes - 
Increasing emphasis on co-operation modes

No actual production modes used:
Digital service hosted in Finland

Some localization work abroad which 
started at the same time with DIMOS

(De-internationalization, not total close 
downs but they have scaled-down their 
operations in China)

Market Strategy

No domestic phase

Fast pace to lead markets

Simultaneously and rapidly to all continents: Europe, Asia, South America, 
Africa, US

Jumping over Nordic and even domestic 
markets

Price Strategy ($)

Global pricing, some flexibility case by case on a customer/market basis

Revenue sharing model

Intermediary
(Distribution)
Strategy

Own export and FDIs

Domestic (Customers) and International partners

HYBRID

Customer Strategy
Global segmentation
A few hundred industrialized customers: mobile operators

Advertising Strategy
Global corporate brand 
(♦Third party content brands)
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Entrepreneurial and Managerial Resources

The CEO of the company, Matti Hämäläinen has an academic background. He has a PhD, 

two degrees from US Universities, and has worked as a lecturer and researcher in the 

technology sector. He has also participated in an EU project in China in the area of internet 

technology. Maija Hämäläinen has an MBA degree partly from the US and she has also 

spent several years abroad. Esa Luomanperä, sales director, has almost two decades of 

international business experience from another industry: he was International Director for 

Valio’s cheese business. Hämäläinen’s experience from the US, and also from China, has 

provided valuable contacts in these markets. Luomanperä’s experience was a very important 

asset when the company was negotiating its first licensing deals, and when they opened sales 

offices in foreign countries. His wide contact network helped to recruit local sales and 

marketing personnel, and to find a local partner in Japan. Other key people when building 

the company’s sales and marketing were recruited from Coca-Cola. The establishment of 

Germany’s sales office and the successful entry into the Australian market were both based 

on the wide international network of the key personnel. Panu Mustonen had several years 

experience in the international games industry. Before the establishment of Springtoys he 

worked for four years for House Marque, a Finnish company that is among the leading game 

developers in the world.

Both companies recruited employees who had worked for telecom operators and 

manufacturers, and had international experience. The company has hired people from 

foreign countries to Finland, and taken Finnish people to foreign markets. They have also 

followed international standards in their human resource policies. A good example of the 

company’s international policy and attitude has been that the official language of the 

company is English, which means that all documents and correspondence are in English. 

This has, of course, made it easier for non-Finns to work for the company. This fact has also 

helped decrease the lateral rigidity for the company towards internationalization: to have a 

global organization from the beginning makes it much easier to view the world market as 

one common market place.

Both Matti Hämäläinen and Panu Mustonen emphasize the vision that the founders of this 

kind of company need to have, and the important role of the founders’ background and 

previous experience in building this vision.
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Networks

The networks that the founders, and later employees, investors and partners brought with 

them have been crucial for the company’s international activities. Academic organizations 

were important in the beginning for Codeonline, as the company operated in the area of 

education and market research. However, the most important network in the first years was 

the domestic telecommunications cluster. The company’s first project with Tekes included 

major Finnish telecommunications and media companies, Nokia, Sonera, and Alma-Media, 

as a support group. Also Radiolinja, the second largest Finnish mobile operator was an 

important reference customer in the beginning. Mustonen emphasized the role of the 

domestic reference customers, Sonera and Nokia. In particular, Nokia’s role has been 

essential: ‘If you enter global markets as a Finnish company in the telecommunications 

industry, and not work with Nokia, it may even raise questions among the potential 

customers,’ Mustonen stated. Since those first years, the importance of this domestic 

network has decreased.

This role of the domestic network is highlighted in a BBC News (2001) article:

Spring Toys, a Helsinki based company, started off supplying games just to Nokia,
but has now expanded. But would it have even existed if it hadn't been for Nokia?
‘It would have been much harder to build a company so fast and to get the money’,
says Spring Toys co-founder Panu Mustonen.

The partners have been very important for the company with respect to content licenses, but 

also in the area of distribution. As mentioned, the most important role as a partner for 

Codetoys, has been played by Motorola. Motorola has been both a distributor and investor, 

and also a large customer. Other major partners have been content owners Hasbro and 

Celador. Without these companies Codetoys would not exist, believed Panu Mustonen. For 

example in South America Motorola’s value for the company has been extensive. The 

reason that the company got the licenses from Hasbro and Celador was that they were the 

first ones offering the possibility to operate via mobile phones.

Government organizations have also played an important role, especially in the early days of 

the companies. As mentioned earlier, Tekes’ support was crucial for their first projects, and 

also later in technology development projects. Finpro, the organization promoting the 

Finnish export industry helped the company in its early internationalization activities, for 

example in the UK and in Benelux countries. The importance of government organizations
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has diminished since the early years. Their role has been most important in the area of 

funding, as knowledge and experience in international business, especially in the mobile 

communications industry, the company already possessed.

Venture capitalist companies have played a vital role as investors. However, their 

connection to day-to-day business has been minimal. These companies can introduce people, 

open doors, and give hints, but that is all that belongs to their responsibilities and from there 

the company is on its own, believed Codetoy’s management. Moreover, management needs 

to be active in getting the attention and asking for contacts and other valuable information 

from investors, as in many cases the company represents only one small part of the 

investor’s whole portfolio, and the time they are dedicating to the company may be limited. 

However, to have credible investors helps in marketing activities: ‘name-dropping’ helps to 

fade the liability of newness among customers

All these partners, especially the strategic partners, have helped the company in its 

internationalization. In many cases this help has been fundamental to its internationalization. 

However, it must be noted that sometimes the company has also been forced to make 

decisions that have not been best for it, as it had to follow the strategies of its larger partners.

The most important positive influence the networks have had has been on international sales 

and marketing. The company’s management understands that alone they would be far too 

small, and they need a global distribution channel. Moreover, in R&D activities networking 

benefits have been significant, as the company has participated in the development of 

relevant specifications for mobile games industry, such as MGIF, and thus can, at some 

level, contribute on the design and standards of forthcoming models, when it comes to 

mobile games. For example, many new and innovative services in Nokia’s stand in various 

events are actually its partners, as Nokia has been active in promoting their ‘cluster’ partners 

internationally. Nokia has understood that it is important for them to include these smaller 

innovative companies in its service portfolio and in its sales message to operator customers. 

Co-operation with handheld manufacturers has been a very important part of the company’s 

development as a global player.

Codetoys has also been an active representative of the Finnish telecommunications cluster 

when foreign government representatives have visited Finland. They have hosted
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government representatives from Kuwait, Korea, Singapore, and Malaysia. It is not clear to 

what extent these kinds of networking activities have promoted their business, but it 

certainly has not hurt the company’s internationalization process.

Co-operation and partnership with Hewlett-Packard has also been helpful for the company. 

Codetoys management has also been pleased that in the case of HP, the company, even 

though a large global actor, has seen the importance of being active themselves, not just 

leaving activity to the smaller partner. Partnership works well if both parties gain: new 

contacts and other benefits. Mustonen emphasizes that it is important to work with ‘full 

heart’ in these partnerships. The company also emphasized the importance of being the best 

in your own area, even though that area may be a small niche. They argued that if the 

company can maintain the number one position in their niche, they have something new and 

valuable to bring to a partnership with a larger multinational company. Moreover, as 

mentioned in previous chapters, memberships in industry forums and organizations has also 

been valuable for the company. The company has been a member in HP Bazaar, Mobile 

Games Interoperability Forum (MGIF), and Mobile Payment Forum.

Both Hämäläinen’s and Mustonen’s wide contact networks built before the establishment of 

the companies, and during these last few years, have brought many opportunities for them to 

promote their company. Hämäläinen’s academic, Mustonen’s game-developer, and both's 

connections to manufacturers and industry bodies have ensured that they have had 

opportunities to give presentations at several events and seminars, and they have often been 

interviewed for newspapers and magazines. These activities have generated direct contacts 

with new potential customers for the company, sometimes even by email.

Both Hämäläinen and Mustonen underlined the importance of networks and networking. 

They emphasized that the right vision is extremely important in a rapidly changing business 

environment. They believed that when the founders and the company have a wide contact 

network they are able to gather more information and can see better, without great surprises, 

what the future will bring for them.

Finance

When Codeonline was established Tekes funding was very important. Soon after 

establishment, private investors came in, and in the next phase venture capitalists, first from
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Finland and then from international markets followed. In the last financial round the 

company attracted strategic investors, such as Motorola, AOL Time Warner, and 

Bertelsmann. Springtoys was established with the help of Eqvitec Ventures and Sonera, so 

that venture capital money was an essential part of funding for the company from the 

beginning. Tekes was also a source of funding for Springtoys’ technological development 

projects. Recently the share of income financing is already considerable, but not yet 

sufficient alone. Table 4.4 lists the main resources of Codetoys.

Table 4.4 Resources - Codetoys

RESOURCES- 
CODETOYS

Founders and 
Management

Founders and the early management team had long international business and technological experience in the 
industry and in other industries prior to the establishment of the company

Innovation

Products/service that help operators to increase their revenues from profitable mobile data services

New service and new idea in a new rapidly growing industry (the mobile communications industry)

Among the first in the market

Network

Academic network useful, but not so important

Domestic network (cluster, including reference customers) essential in the beginning

International network essential after the initial internationalization

Founders personal networks

Venture capitalists and strategic partners networks.

Memberships in industry forums

Finance

In the beginning the role of the government organizations, especially TEKES but also FINPRO. has been very 
important as a source of funding
In Springtoys' case the venture capital company (Eqvitec) and strategic investor (Sonera) were the main source of 
funding from the inception.
Following the seed funding, pnvate investors, and in the next phase, venture capital companies became the main 
source of funding
Final round of funding included several strategic investors (such as Motorola, AOL)
Recently, the impotence of the income financing has increased and became the main source (not sufficient as a 
single source offunding yet)

4.3 First Hop Oy

Background and the Innovation

First Hop Oy is a software developer whose products are targeted to mobile operators 

globally. Their first international product was Message Router, followed by Messaging 

Manager, WAP Gateway, and GPRS Accelerator. First Hop’s products are middleware 

products, helping mobile operators to connect new content and content providers easily and 

quickly to their networks, and existing billing and other business support systems

The company’s revenue in 2002 was 2.3 M Euros, of which 19% came from Finland. 

Europe’s importance for the company has been remarkable as 92% of the revenue came 

from Europe. The remaining 8% came from Asia. On average the number of personnel was 

73 in 2002, which of 9 were located outside of Finland. 14 employees were non-Finns. At
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the end of 2002 the investors, Stratos Ventures and DFJ ePlanet Ventures, owned 65% of the 
shares.

First Hop was established in 1997 and started as a subcontractor and as a ‘project-house’ in 

the software industry, mainly in domestic markets. However, in 2000 the company 

transformed fundamentally as it developed into a product house, rather than doing projects 

for others. Stratos Ventures, a Finnish venture capital company, became an investor in the 

seed round. Some of the company’s first products, WAP Gateway and GPRS Accelerator 

were developed in the laboratory and sold first of all to domestic markets, but the company 

already expected them to be products for international markets. The company’s 

transformation, first into a profitable company, and then attracting more investors, also 

meant that the objectives of the company had to became global. At that time they also hired 

a CEO who had extensive international experience in the software industry, and soon they 

also received additional funding in round one.

The company did not fall under the purest definition of a bom global company at the time it 

was established. However, just a few years after establishment, when they noticed that the 

technology they were developing might offer excellent opportunities for global sales, they 

started a transformation that rapidly changed the vision and objectives of the company. Even 

though they started as a domestic company, they had a fully global vision just a few years 

after and had also entered even the distant Asian markets. Since this transformation, the 

change has been so fast that the researcher believes this company is a justified inclusion in 
this research.

The main innovation behind the success of the company has been technological. They have 

developed software that manages to connect many complex systems with many different 

standards together to work seamlessly. The business innovation has been the vision that 

there will be a new global market in the area of middleware for connecting content and 

applications into mobile networks in the future, and by developing a commercial product for 

this market, the company could become a global player. The company saw that as mobile 

data services grow as a business area for mobile operators, there will be more and more 

complexities in connecting hundreds or even thousands of content providers and 

applications to complex mobile networks and billing systems. To develop middleware 

products that could help to connect all these systems easily and robustly together would
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solve many challenges, which mobile operators face in the future in order to maintain their 

competitive edge, and to launch many new mobile data services without delays. To be first 

in this market and to exploit the flexibility that a small developer can provide, they could 

achieve the number one position in the world in this new niche market, initially focusing on 

products that enable the delivery and management of popular messaging (SMS, MMS, WAP 

Push) based services.

Product Strategy

The products of the company are middleware software for mobile operators, mobile service 

providers, and telecommunication infrastructure vendors. Their first product, Message 

Router, enables mobile operators to connect content and content providers to their existing 

SMS, MMS and WAP Push networks and other systems, such as billing systems, easily and 

quickly. Related products, Messaging Manger, WAP Gateway and GPRS Accelerator, 

which were also targeted to improve session-based application connectivity, the 

management of mobile data provisioning and data transfer performance of the mobile 

operators, were soon developed to complement Message Router.

Products are software licenses, but the sales also include installation and implementation 

services, training and development services, and maintenance and support services. In many 

cases the whole system integration project is carried out together with a technology partner. 

The company’s ability to operate in a multi-supplier environment in the area of SMSC, 

MMSC, and WAP Gateway-products has been very strong. The content that mobile 

operators deliver to their customers requires different billing logic, routing logic, messaging 

capacity, and priorities. To enable this business flexibility for mobile operators is one of 

First Hop’s strengths. First Hop’s core product fulfills most of the needs that mobile 

operators have today in this area and the rest, the company can customize. As the CEO said: 

Tf our standard products fulfill 90% of the customer needs, we can rapidly adapt to be 100% 

of the customer needs. We are flexible, whenever it makes financial sense, and we can also 

sell the products together with installation and implementation services.’ Another comment 

that reflects this ability to combine commercial product and flexibility was made by Patrick 

Scodeller, CTO, Ml: ‘We are also truly impressed by First Hop’s fast and responsive R&D 

capability to quickly meet our requirements, and their product’s ability to perform at high 
messaging traffic loads with extreme reliability’ (First Hop Press Release, 8lh April, 2003).
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So, since its first internationalization activities, the company has sold predominantly 

software licenses backed up by services, other know-how and to some extent, systems. 

When selling software products, the physical goods are limited to media storage (e.g. CDs) 

and manuals, which are now being delivered digitally as well.

Operation Strategy

The company started with outward, inward and co-operation modes of internationalization 

almost at the same time. Outward operations were sales and marketing activities. The 

company started to export its products actively, but also established sales subsidiaries 

rapidly in London and Singapore. They have individual salespersons in Spain and Hong 

Kong. The company also operates via indirect sales partners who act as resellers. The 

company has complementary agent contracts in German-speaking countries, Spain, Eastern 

Europe, Benelux, and the Middle East. Usually these agents identify and pre-qualify the 

customer and take care of the introduction. When the sales project actually starts, First 

Hop’s own people take responsibility for the project, supported by the agent’s contacts 

within the customer organization.

A hybrid of these own and partner sales, co-sales as the company calls them, is a good way 

to operate, especially in the early phases in new markets, argues the CEO of the company. 

This ensures that the company receives all the feedback from customers and also that they 

have their strongest potential sales individuals directly at the customer interface. As the 

product is complex and the business area is new, it is very challenging to educate agents or 

external partners to understand all the intricacies and unique differentiators of the product. If 

the company is not themselves active in the sales projects, there may be a danger that the 

message will not pass through correctly to the customers. The company has also used 

Memorandum of Understanding (MoU) contracts in individual partnering cases. Together 

with the partner they work on a customer case, and if it seems that the sales deal will realize, 

only then will they make the standard reseller agreement.

Furthermore, the company has some very minor inward operations. They buy software 

licenses from the US to help develop or to complement their own products. However, major 

sections of the external technologies they use are software libraries that are free. In addition, 

the company utilizes several different co-operation modes in their internationalization, 

mostly in the area of sales and marketing, even though they also work closely with their
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main partners in the area of R&D. Strategic alliances are an important part of operations. 

They have a strategic alliance with Nokia. In this case, Nokia sells the product to the 

customer and First Hop provides a fourth line support for them. Furthermore, the company 

has already experienced some de-intemationalization activities, as they have reduced the 

size of their UK operations markedly. They still have a presence in the UK market, but with 

a much lower cost structure.

Market Strategy

The company started its operations in Finland selling to domestic customers. In their 

international activities they first entered Europe, very soon going to Asia. In 2002 the 

company had customers in eight countries: the UK, Finland, the Netherlands, Hong Kong, 

Spain, Taiwan, Sweden, and Denmark. Even though they have entered mostly European 

countries and Nordic countries, there is no clear pattern in this. For example, they have not 

entered Germany or Italy yet, even though these two countries are close and large potential 

markets, but they have entered more distant markets such as Taiwan and Hong Kong. It is 

also notable that so far the company has no activities in the US, even though based on GDP 

this would be the largest market in the world. As mentioned in the previous section, at the 

end of 2002 the company had sales subsidiaries in the UK and in Singapore, and individual 

sales people in Spain and Hong Kong. Marketing partnerships with agents or retailers 

existed in Italy, France, Thailand, Finland, the UK, the Netherlands, and Belgium. In Japan 

they have not been active, as the technological base and commercial solutions are inherently 

different to Europe and other parts of Asia. In India they have not started activities, as the 

company’s products are 2nd or 3rd phase products in the development of mobile data 

services, and in India development is not yet that advanced. Moreover, low price levels in 

India make it less attractive as a market at this stage. In Australia and New Zealand the 

company has not been active either. This is mainly because of the distance and relatively 

limited market potential. Even though they have an office in Singapore, it is still a long trip 

from Australia.

The most important facts influencing market entry decisions for the company have been 

industry characteristics and wireless market potential. Physical distance, role of the partner 

companies, and pioneer markets have also been important. In Asia, industry characteristics 

have been emphasized, as the continent is not homogenized technologically, as much as 

Europe is. The CEO named the UK, Italy, the Philippines, South Korea, Japan, and Nordic
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countries as the lead markets in the industry. The company does not operate in South Korea 

and Japan, and they do not have customers yet in Italy and the Philippines. The Philippines 

has been an interesting example of a market where GDP per capita does not have a direct 

relationship with wireless market potential. The SMS market in the country has exploded 

making it a very attractive market for mobile data communications. The CEO also 

emphasized the role of individual customer companies that are innovative, for example 

Mobile One in Singapore, or Telenor in Norway.

There are some differences in market strategy for Asian markets. In Asia the company has 

had fewer partners. They have noticed that there are less system integrators and mobile 

solution suppliers existing who operate in a large geographical area in Asia, compared to the 

situation in Europe. For example, Cap Gemini is strong in Europe, but weak in Asia: 

Accenture is there, but less well integrated in Asia; Hewlett-Packard has quite good 

coverage and coherence, as does Nokia, but the company has not utilized them much yet. 

So, in First Hop’s case, it seems that an even more important factor for the market strategy 

than physical distance has been industry structure and market maturity. The importance of 

direct sales and direct contacts with customers has been emphasized. In this respect the 

company would do things differently, if they could decide again, as in the beginning they 

had two Finns in their Singapore office. If they were to establish that office now, they would 

recruit the employees so that one would be a local employee with an established local 
business network.

Also the product sales strategy has varied slightly when it comes to Asia. The company has 

emphasized their GPRS Accelerator product, as it is a new and unique product with fewer 

competitors, and also very clear benefits for the customer. This makes it easier for the 

company to differentiate and get the attention of customers in new markets. However, 

recently the product strategy, or in this case the sales strategy, in Asia has become closer to 
that of Europe.

In Asia the company has also had to be more careful with IPR issues. This is may not be an 

issue with large companies, but when dealing with smaller partners or even with some 

customers, it may be possible that they try to absorb your ideas and sub-contract the 

software development locally, believed the CEO. He stated that to prevent this, the company 

must be more careful with how they provide information and how they allow potential
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customers to test the products in their laboratories. At the moment Asia generates 

approximately 10% of the revenue for the company, but in the future this should grow to 

30-40% if the market develops as expected.

Price Strategy ($)

The company has a global pricing strategy. Pricing is flexible to some extent, but is based 

on individual customer needs rather than on geography.

Intermediary (Distribution) Strategy

Indirect sales and indirect licensing generated a small share of the company’s total sales in 

2000-2001. Co-sales, where the company participates in sales projects actively with a 

partner, generates 20-40% of the total sales. Most sales were generated directly by the 

company. However, in 2003 the company expects that more than 50% of the sales will be 

generated by indirect sales channels or by co-sales activities. The objective is to increase this 

share to 60-80%. During tight economic times the importance of partners is emphasized. 

Large partners with credibility convince the customer that the commitment can be met. The 

CEO of the company emphasized that first the company needs to have a proven track record 

of its own, before it can attract global distribution partners, reach good partnership 

agreements with them, and have these partners actively sell its products. During the last 6 

months the company has managed to become closer to the major mobile infrastructure 

manufacturers, contrary to their initial plans, which were to work more with the traditional 

IT system integrators. This has been a tremendous leapfrog for the company, believes the 

CEO.

In the Asian markets their objectives have also been to better utilize co-operation with these 

large partners. However, it has been difficult to find a partner that covers the whole of Asia, 

unlike in Europe, where many global firms manage their operations from one office, for 

example from London or Paris. In Asia most organizations act more as individual units and 

make their own decisions.

The role of the internet as a distribution channel has not been so important when it comes to 

actual sales projects, as the company’s products and their integration with customers’ 

systems call for a high level of expertise which requires face-to-face meetings and physical 

presence. However, in marketing and in many follow-up activities, and also in many cases in
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delivering the digital copies of the product, the internet helps to carry out many processes 

globally with limited physical resources.

Customer Strategy

The company’s customers are mobile operators and major mobile service providers. These 

are mostly telecom network operators, but also other mobile service providers. Both 

customer groups come under the same main definition. However, network operators usually 

have more funds to invest, and they also have existing mobile customers. Customer 

segmentation for the company is defined globally.

Advertising Strategy

The company has a global corporate brand. Their main products have their own names, but 

the company name is always added before the actual product name, for example, First Hop 

Message Router. The company also uses OEM as a complementary strategy, to increase 

returns on R&D investments. Below, in table 4.5, the company’s globalization and global 

marketing strategies are presented.

Table 4.5 POM$ICA-pattern - First Hop

ROMSICA-
PATTERN
FIRST HOP

:

---------- ------ ----------------------- ----------------------

■' / " ■ ;

Product Strategy

Started with Services (Software) and Know-how

(Systems: co-projects with partners)

Operation Strategy

Started with NIMOS & DIMOS almost simultanously

Simultaneous
outward, inward and co-operation modes - 
Increasing emphasis on co-operation modes

No actual production modes used:
Digital product manufactured in Finland

(De-internationalization, not total close 
downs but they have scaled-down their 
operations in London, UK)

Market Strategy

Short domestic phase

Fast pace to lead markets

First to Europe but very rapidly also to Asia

Price Strategy ($)

Global pncing, some flexibility case by case on a customer basis

Licence fees, services

Intermediary
(Distribution)
Strategy

Own export and FDIs

Agents and Resellers

Domestic partners (Customers)

HYBRID (Co-sales) International Partners

Customer Strategy

Global segmentation
A few hundred industrialized customers:mobile operators, mobile service 
providers

Advertising Strategy
Global corporate brand
In addition some OEM brands
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Entrepreneurial and Managerial Resources

Founders of the company had an academic career in research and teaching. However, they 

did not have international business experience prior to the establishment of the company. 

Other management, on the other hand, had long international experience. The CEO had 12 - 

13 years of international business experience from Nordic countries, the UK, Netherlands, 

and Southern Europe, especially Spain. He had also spent considerable time selling software 

products in Singapore and Hong Kong. The customer service director had 11 years, the sales 

director 6 years, the marketing director 4 years, the human resources director 1.5 years, and 

the CTO 1.5 years of international business experience. Of the company’s investors, Stratos 

Ventures had some level of international experience. Another investor, DFJ ePlanet 

Ventures had a large amount of international business experience, but not much mobile 

telecom experience. Talking about the founders and management resources, the CEO 

emphasized the absolute importance of people in the company: ‘People are responsible for 

internationalization. Their skills, experience, and networks are important resources that the 

company depends upon.’

Networks

Networks have been essential to the internationalization of the company. It would have been 

impossible for a company of this size to internationalize without utilizing its networks. One 

of the founders is a professor in the area of technology, and another professor acts as an 

advisor. However, their academic networks have not been as important when it comes to the 

actual internationalization process, although this network has been useful to the company as 

it has developed its product and technological innovations. The role of the domestic 

network, the mobile communications cluster, has been fundamental for the company, as has 

been Nokia. Club Nokia, the global service portal that Nokia provides for its mobile phone 

users, uses ‘a messaging content engine’ that is actually First Hop’s core product, Message 

Router. This middleware product has been implemented for Club Nokia in Europe, the US, 

and Asia. First Hop participated in the implementation processes when the system was 

connected to SMSCs and billing systems of operators all over world. This has helped the 

managers to understand telecom operators and their SMS business, and also the process of 

supporting distant customers. Another good example has been Radiolinja as a domestic 

customer. As a customer it had not international needs, but it has served as an excellent 

reference customer with respect to international mobile operators. The role of domestic 

reference customers was very significant in 2001 and in the first quarter of 2002. Now that
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the company has international customers, the importance of domestic reference customers 
has decreased.

Venture capitalists have provided the company with the resources and motivation to 

internationalize. They also give advice on how the company might want to build and 

organize its staff, in which order to proceed, and what goals are realistic in different markets 

with certain efforts. However, the CEO of the company underlines that the company should 

not expect too much help from venture capitalists in practical hands-on issues such as 

business knowledge, customer contacts, closing sales deals and partner contracts. That is 

typically the area of expertise of the customer itself, supported by its external business 
partners.

There is always a threat of unbalance in bargaining power between a large and a small 

company. However, if the company manages to build a relationship in which the companies 

commercialize products together, it will improve its position and situation in times when the 

economy is slower, not just during a rapid growth phase in the industry.

Notably, partners can perform several roles, such as being a customer and a retailer at the 

same time. The CEO of First Hop emphasized the challenges that the company faced in the 

beginning of its internationalization’ and the importance of its own activity and control in its 
early international operations:

‘In the beginning, when the company started its internationalization, it was challenging to sign international 
partner contracts in such a way that this international partner would start to sell your message - to actively sell 
and to give support for the customers relating to your products. We had to do it ourselves: to sell, to create an 
interest among potential international customers, to present our selling points and unique strengths in the “front
line”, to push the evaluation and trial process, to make first contract, and to finally implement the solution. Only 
by showing an example internationally, the company can get the large international partners to be interested in 
its concept, products, and cooperation. There may be cases where international partners may be involved in the 
beginning of the process, but in these cases their commitment and effort is usually minimal. Thus they do not add 
much value at this phase. However, when you have succeeded internationally, then you can use these case 
examples in promoting the potential partnership more tangibly and start awaking these “dinosaur-companies”. 
Then you can start leveraging these first cases. In the next phase, when the sales approach and solution concept 
is not just tailored anymore for a given customer, the role of international partner companies becomes essential. 
For example, Fist Hop’s objective is to generate 60-80% of its sales via channel partners or with co-sales in the 
near future.’
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Finance
Since the start of the internationalization process in 2001 the venture capitalists have 

covered all outside financing for the company, complementing the company’s own income 

from sales revenues. In the early days the company also had bank loans, but no longer needs 

them as the owners have provided bridge loan financing for the company. Recently the share 

of sales revenue as a funding source for the company has increased rapidly. Table 4.6 sums 

up the main resources of First Hop based on the preliminary conceptual framework.

Table 4.6 Resources - First Hop

RESOURCES - 
FIRST HOP

Founders and 
Management

Founders had very strong technological experience, not so much international busines experience

Other management team had extensive international business management and also some technological 
expericene in the industry and in related industries prior to the establishment of the company

Innovation

Products that help operators to connect and launch more data content providers and applications into their networks 
and systems more rapidly and easily

New commercialized product for the need that has so far been solved in-house and with point-to-point solutions, and 
with compex project work.

Anew idea in a new rapidly growing industry (the mobile communications industry)

Among the first in the market

Network

Academic network not important considering internationalization (has been useful considering technological 
development)

Domestic network (cluster, including reference customers) essential in the beginning

International network essential after the initial internationalization

Management's personal network

Venture capitalists and strategic partners networks.

Memberships in industry forums

Finance

Investor have covered 90% of the funding of the company
In the beginning the company had also bank loans, but not anymore

Recently the share of sales revenues as a source offunging has increased rapidly

4.4 WES (Wireless Entertainment Services) Oy

Background and the Innovation

Wireless Entertainment Services Oy (WES) was established in 1998. The company operates 

in the mobile entertainment business. Their revenue in 2002 was 3.4 M Euros, of which 

domestic sales were less than 5%. 66% of sales were generated from Europe and 34% from 

other continents. The company had 35 employees all located in Finland, of whom three were 

non-Finns.

The company provides content delivered to mobile phones. This includes ring tones and 

logos, and recently color pictures and java games. Content together with the whole service 

concept is the product of WES. The company delivers the content to customers’ own
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systems. They realized that logos and ring tones will be a new growing business and 

developed a service for that niche area. The company leveraged their knowledge in the 

music business and combined it to the new mobile technology. They focused only on 

operator customers and believed that this has been an important strategic and innovative 

decision, as they were able to dedicate most of their resources to developing products and 

maintaining their competitive edge in the area, instead of spreading their scarce resources on 

marketing the products to customers. The central innovation behind the success of the firm 

was that they were first in the market, believed the CEO of the company. ‘WES was the 

world’s first provider of commercial ring tones and has now sold more than 100 million 

mobile entertainment content downloads worldwide’ (company’s web-page 24 December,

2003). The company perceived a new market opportunity emerging in the mobile 

communications industry and capitalized on the first mover advantage. In the beginning, the 

company introduced their services to customers by showing working examples from Finnish 

mobile markets: How to make money with ring tones. It was easy to arrange meetings with 

new customers as the company already had a proven track record in this business area. 

When customers started to take an interest in the services and asked for technological 

solutions to operate these services, the company listed the names of the companies 

delivering that technology, but did not sell it themselves.

Another success factor for the company has been that they have focused on what they do 

best, which is content, and only ring tones and logos. This has meant that the company can 

manage with limited resources and is still able to deliver excellent quality. The major 

owners of the company are management and personnel. The company also has an external 

investor, Conventum, which owns 15% of the shares. Akumiitti Ltd, itself a bom global 

company in the mobile industry, also owns a small number of the company’s shares.

Product Strategy

As mentioned above, the company sells content for mobile phones. The company’s direct 

customers are mobile operators, and for them the company delivers services and a system 

that is actually hosted in Helsinki. The delivery of content is managed over the internet, so 

no physical goods are involved in the operations of the company. In addition to sales of 

services and content, the company also acts as a consultant for their customers regarding 

content services and related business models. Customers do not have to think about what 

kind of content they need to deliver next week. This role has been left to WES. Because the
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company was first in the market and now operates in several mobile markets in the world, 

they have the latest information and knowledge about marketing these services to end 

customers. The CEO of WES sums up that the actual ring tones and logos are only 20% of 

the total value that WES adds to their customer’s processes. The company knows what sells 

in the end-user markets and what will be the life cycle of an individual ring tone or logo. 

They also know how these services need to be marketed and how the usability for mobile 

phones needs to be built. Even though there are now more competitors in the field, others do 

not have as much experience and thus cannot assist operators as well as WES can. The 

company has focused on B2B sales, selling only to telecom operators. Even though they 

know the mobile entertainment sector, they have not started to market their services directly 

to end-users, relying on their telecom operator partners who have the resources to do that 

better, and already have a customer relationship with the end customers.

Operation Strategy

The company’s outward operations have so far been own export sales, and in some markets 

they have also used agents and partners. So far the company has managed all their activities 

from their Helsinki headquarters. They exported to three major markets almost at the same 

time. European markets they can handle from Finland, as it only takes four hours by plane to 

fly anywhere in Europe. In addition to their own sales efforts the company has an agent in 

South Europe and Latin America - a firm with a Finnish background. The company feels 

that, for example in South Europe where they speak languages such as Spanish, which the 

company’s employees do not speak, they need local partners.

They were not able to sell to Asia directly, even though the founders had experience there. 

Management perceived it was too far away for them to travel there frequently. They had to 

have somebody there with local presence. In Asian markets they have mostly used agents or 

retailers. Notably, most of these agents or retailers have been Finns or had a Finnish 

background. It has been easier to operate with people with a similar cultural background. 

However, as one important role for the company is to act as a consultant to their customers, 

using agents brings in challenges. Usually the agents represent several principals and they 

have limited knowledge of the company’s products. The company has also had some 

negative experience with their Asian operations. They had ambitious plans to conquer Asia, 

with a partner; a venture into which they put a lot of effort. However, they soon noticed that 

this ‘partner’ turned out to be their competitor in Chinese-speaking countries.
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In the US, the company needs its own operations, which, the CEO argued, means either own 

organization or close relationship with a partner. A normal agent model would not be 

sufficient in the US markets, they believed. They have plans to establish a sales unit abroad 
during 2003.

Inward operations have occurred since 2001, as they have bought content licenses, mainly 

from the US and the UK. However, in all these cases WES is developing the graphic or 

games for mobile phones themselves. The company also has local sourcing agents in their 

most important markets (10 markets) who research their own markets. For example, in the 

Netherlands, the local sourcing agent informed the company that instead of a traditional 

Santa Claus they have a different character, a black man called Sincta Clas. They also 

reported that in February they have a flower carnival when flowers and funny pictures are 

extremely popular. With this kind of information the company can adapt their content to suit 

local tastes and habits.

Co-operation modes have also been a central part of operations from the beginning. The 

company has had R&D co-operation with Nokia and Sony-Ericsson, working together with 

them in development programs. They participate actively in the development of new 

handsets involving their graphic and sound development. The company tries to figure out 

what works and how it works with new phone models. They co-operate with a German 

company in this area, and have other co-operation agreements with Danish, Swedish, 

German, and Spanish companies. However, the most valuable mode of co-operation for the 

company was in the area of sales and marketing. For example, working closely with Nokia 

has enabled them to participate in several events that Nokia organized for its own customers. 

These customers, international telcos, are, in practice, also WES’s customers.

Decisions on operation modes have been based on profitability. ‘More money has to come in 

than goes out,’ said the CEO. This was one reason that the company had not yet established 

its own subsidiaries. As the company does not have a physical product and they can deliver 

their services over the internet, or by email, they can operate from Helsinki and still serve 

their customers all over world, argued the CEO. He believed that they can follow up the 

music industry, and what is going on in different countries mainly using the internet, and by 

reading newspapers and magazines of the music industry. In addition, he claimed, as they
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have their local sourcing agents, who operate part-time, they do not have an urgent need to 

establish their own local operations in target markets.

Market Strategy

First products of the company were developed for Finnish markets. However, they had only 

been running the service with Sonera for a month when they entered international markets. 

The first market they entered was Singapore. The company recognized early that the music 

business is a global business, and there should be no barriers to internationalization. The 

company exports its products and services to 26 countries. The largest in 2002 were Brazil, 

Venezuela, Malaysia, Singapore, Spain, Belgium and Switzerland. Their first international 

operations started in Holland in 2000; their first negotiations started in Singapore, but they 

managed to get their first deal in Holland before they won one in Singapore. They rapidly 

entered Central Europe, Belgium, the Netherlands, and Switzerland. In Asia they started 

operations in Hong Kong, Singapore, Malaysia, Thailand, and also had minor operations in 

Australia.

The reason they have entered different target markets, especially distant ones, was not based 

on any exact strategy, rather it was based on individual incidents. They have a wide contact 

network from their previous work careers, for example the CEO worked earlier in his wife’s 

family company that operated internationally and had a relationship with a Singaporean 

company. The CEO of this company knew the senior executives of Singtel, the largest telco 

in Singapore. Using these relationships the company managed to get their first meetings 

with Singel’s top management.

Another basis for choosing markets was SMS pricing: the company chose markets where a 

premium priced SMS market existed. They have since noticed that this decision may have 

been a mistake, as they did not enter the UK and Germany where IVR was the dominant 

technology to purchase logos and other content. The company did not see this beforehand, 

and as a result the telecom operators in these countries were kept out of this business. 

Several third party content providers conquered this market niche.

The factor that has been emphasized in target market selection in Asia has been cultural 

distance. This has been the reason that they have not yet entered China. Economic distance 

has not been such an important factor, as the company’s products are not physical and are
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thus readily adaptable to local price levels. Customer following has been important to an 

extent. For example Club Nokia delivers its services to 45 different countries, which has had 

a huge impact on the company’s operations in different markets. The lead markets have been 

influential. It has been necessary to have a presence in particular markets. For example, 

large record companies insisted that the company is located in the strategically important 

large music markets, including the UK, France and Spain. The UK and Germany are the 

markets where everyone in the industry will be active. The CEO also emphasized the 

importance of Finland, as almost all the services in the industry have been launched first in 
Finland.

The importance of physical distance as a decision making factor has decreased. However, 

the reason that they have not been more active in Asia has mainly been the time difference 

and also the physical distance, as it takes time to visit customers. Moreover, the meaning of 

the industry characteristics has decreased during the existence of the company. For example, 

the case of the UK and German market of IVR technology has illustrated for the company 

that it is possible to be creative when developing a product. However, there are still some 

technological or industry specific issues that do matter. For example, the main reason that 

the company had not yet been more active in the US was that they had not had premium 

rated SMS services and SMS billing had so far only been possible with one fixed price.

Even though the company has not had its own direct operations in Asia and there have been 

challenges operating through partners, and at the moment approximately 20% of the 

company’s revenues are generated from Asia. In the future the relative share would be same 

or smaller, as the company had increased its activities in the US and Latin America, forming 

the growth markets for the company in the near future. However, expectations in Asia have 

been exceeded, as in the beginning there were doubts about how well the Western content 

and concepts would work in the East. So, even though there are partners in between, the 

process has worked and generated healthy revenues.

The company has not had to de-intemationalize, as they have not entered any markets 

directly. However, it could be argued that as their plans to ‘conquer’ Asia with the partner 

did not work, they were forced to cancel their planned entry to some markets. As a result, 

they have not proceeded as was planned in Hong Kong and Taiwan. Reflecting on the 

importance of internationalization for the company is their CEO: ‘Mere domestic market
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would not have sustained the company for more than 6 months. The influence of the 

international operations on the company’s operations has been fundamental and an absolute 

necessity.’

Price Strategy ($)
The company’s pricing varies based on competition and market structures in different 

markets. However, it cannot be said that the prices are lowest in Asia, for example in 

Malaysia. Rather other issues than general economic conditions, such as GDP, will influence 

pricing. The company uses a revenue sharing pricing model, which is basically the same 

globally, though the actual prices do vary.

Intermediary (Distribution) Strategy
In the beginning, the company did most of their activities by themselves and telco operators 

were their only customers. As the product of the company is content for mobile phone users, 

their customers, the telecom operators simultaneously act as their distributors. Nokia Club, 

as mentioned above, has been their customer and distribution partner, delivering content for 

Nokia mobile phone users globally through telecom operators. At the end of 1999, mobile 

portal companies also became customers, providing further distribution channels for the 

content. The purpose was to conquer the world with them and the plan was to enter into 

many countries together with these portal companies. This did not happen, as the recession 

in the industry hit many of these new companies hard and the company again focused purely 

on telcos. Recently, the company has expanded again to other areas, including media 

companies, for customers and service distributors. Record companies will become important 

customers and distribution partners in the future, the company believed. As mentioned 

previously, the company also used agents and other partners to search for new operator 

customers.

Customer Strategy

Distribution and customer strategies of the company have been intertwined. Customers have 

also been distributors of the company’s content. When end customers buy the content- 

services of the company the revenue sharing model generates revenue for all partners. The 

company’s basic customer segment is mobile operators globally. Recently media companies 

and record companies have also been targeted globally. However, individual business cases 

and models have been adapted market by market. The company has maintained its flexibility
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based on the needs of individual operators, as the situation in different markets may vary. 

Different mobile communication markets have still been in a different phase in their 

development.

Advertising Strategy

The brand advertised to end-users has always been an operator brand, sometimes combined 

with the content brand. However, the company itself has globally a few hundred potential 

direct customers, mostly mobile operators, and among these customers the company brand 

needs to be known. Advertising has been based mostly on direct contacts, and no expensive 

advertising campaigns have been required. Table 4.7 lists the company’s globalization 

strategies and global marketing strategies.

Table 4.7 POM$ICA-pattern - WES

POMSICA-
PATTERN
WES

Product Strategy

Started with Services (Content/Software) and Know How

(Systems: ASP)

Operation Strategy

Started with NIMOS

Simultaneous
outward, inward and co-operation modes

Plans for DIMOS

No actual production modes used:
Digital service hosted in Finland

Some local content sourcing work 
abroad, which started at the same time 
with NIMOS

Market Strategy

Very short domestic phase

Fast pace to lead markets

Simultaneously and rapidly to several continents: Europe, Asia, South 
America - first international market where they started their activities was 
Singapore and first international customers were in the Netherlands Jumping over Nordic market

Price Strategy ($)

Global pricing, some flexibility case by case on a customer/market basis

Revenue shanng model

Intermediary
(Distribution)
Strategy

Own export and distribution partners (Customers)

HYBRID International Partners

Customer Strategy

Global segmentation
A few hundred industrialized customers:mobile operators, portals, media 
companies

Advertising Strategy
Global corporate brand 
(♦Third party content brands)

Entrepreneurial and Managerial Resources

The company has five founders and owners. Three of them are engineers and two have 

business management education. The CEO has 7-8 years, and VP of sales and the Chairman 

of Board 5-6 years, of international experience from other industries prior to establishing 

the company. Investors, Akumiitti Ltd and Conventum Ltd, have representatives on the 

Board of Directors, and especially in the beginning their international experience helped the
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company. Recently the importance of their support has diminished, as the company itself 

now has a widespread international contact network.

Networks
The importance of domestic reference customers has been significant for the company. 

Sonera was well known internationally a few years ago. In Europe and in Asia everyone in 

the industry knew the company. And of course Nokia, which is the world’s leading company 

in the mobile communications industry, has been an excellent reference. The company has 

worked with Nokia since establishment. However, the importance of these domestic partners 

has decreased. The US market is a good example of this, as there is not much need for a 

European reference customer, claimed the CEO of the company.

The domestic cluster has helped more than just by referring customers and partners. For 

example, Nokia has brought a number of sales leads for the company. The company has 

been able to utilize this support considerably, especially early on, as the company was 

among the first to co-operate with Nokia in this area. Sonera was also important, when the 

company started its business with ring tones, in the end of 1998 and in 1999. These services 

were the first ones to generate real value added service (VAS) revenue for an operator, and 

Sonera’s representatives participated in many seminars and conferences all over the world, 

and gave presentations about these services. These activities generated a great number of 

sales contacts for the company.

The company has international contracts with content providers that are important, but 

international partners in sales and marketing have not been as important to date for the 

company’s internationalization. They do not have any successful examples where, for 

example, their technology partners would have sold their products. The company has had 

some individual cases where they have worked together with a global technology partner, 

but in general the importance of these kinds of partners has been low. Venture capitalists 

and other investors have not been significant in the internationalization of the company. 

They have given some advice, especially in the early phases of the company’s 

internationalization process, but mainly they have been passive investors, which was 

actually the wish of the company when they were seeking investors. The local sourcing 

agents that the company had were mostly found with the help of the network that the 

company’s founders had formed previously. The company had a few employees with a
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music business or radio network background, and these people had contacts in the industry 

around Europe and the rest of the world. Most of these local sourcing agents were radio DJs, 

musicians or others working in the music industry.

Furthermore, some partners have also been competitors in some markets. For example, 

Nokia, close partner to the company in Europe, have used local content providers in Asia, 

and became more of a competitor in these markets. In some cases the company has also 

made decisions, because of their partners, which have not been optimal for them. For 

example, they have entered some Eastern European countries and provided support for their 

partner, which they would not have done otherwise.

Finance

Funds generated from operations have been the most important source of finance. In the 

beginning most funding came from the owners. Even though the company has had external 

investors, this funding has not been essential for the company; most of this funding had not 

been used by 2002. (See Table 4.8 for the summary of the resources of WES.)

Table 4.8 Resources - WES

RESOURCES - 
WES

-------------------------------------------------------------------------------------------------------------------------------------------- ------—---------- -------------

Founders and 
Management

Founders had long international business experience in other industries
Founders/management had also experience in the music industry (content source) prior to the establishment of the 
company

Innovation

Products/service that help operators to increase their revenues from profitable mobile data services

New service and new idea in a new rapidly growing industry (the mobile communications industry)

Among the first in the market

Network

Academic network not important at all

Domestic network (cluster, including reference customers) essential in the beginning

International network has been important in inward activities (licensing, sourcing) and in co-operation operations 
(R&D), but not so important in outward activities so far

Founders personal networks

Venture capitalists and strategic partners networks.

Memberships in industry forums

Finance

First seed money came from the owners and from the first commercial project.

Most important source of funding are the sales revenues generated from the operations.

The company has also received external funding (private investors, a venture capitalist company). However, this
funding has not been important and by 2002 the company has not even used most of that money.
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5 DISCUSSION AND ANALYSIS

5.1 Cross-Case Analysis

In this chapter the empirical data of the cases are analysed using cross-case analysis. The 

preliminary conceptual framework, namely the POM$ICA model extended with resource 

factors are used in the analysis. Data are also compared to the results of traditional 

companies and other bom global companies.

5.1.1 Globalization (POM) and Global Marketing ($ICA) Strategies

Product Strategy
Based mostly on Luostarinen’s (1979; 1994) research discussed in section 2.2.4, but also on 

the results of other traditional internationalization models introduced in section 2.2, it can be 

argued that traditional companies start their internationalization by exporting physical 

goods. This is followed by sales of services, then know-how and finally systems. In the case 

of bom global companies in general, this is different, as they often start selling physical 

goods, services, know-how and even systems in the early stage of their internationalization 

(Kirpalani and Luostarinen, 1999; Luostarinen and Gabrielsson, 2004). The case companies 

in this research do not sell physical goods. They started to sell services and know-how 

internationally from inception. Two of the case companies also started system sales almost 

immediately following their first international activities, and system sales was an important 

part of their offering. All of the case companies operated in niche business areas. In 

addition, supporting the results of the earlier research on bom globals (Jolly et al., 1991), 

these companies have complemented their product offerings by developing closely related 

products to their portfolio. In Table 5.1 these differences in product strategies of traditional, 

bom global, and wireless bom global companies are illustrated.

117



Table 5.1 Product Strategies of Traditional, Born Global, and Wireless Born Global Companies

PRODUCT
STRATEGY

T raditional BGs AddZPhone Codetoys First Hop WES Pattern

1. Goods

Services,
Systems and 
Know-how 
already in the 
early stages

Started with Services 
(Software),
Systems and
Know-how

Started with
Services
(Content/Software), 
and Know-how

(Systems ASP, 
Application Service 
Provider)

Started with
Services (Software) 
and Know-how

(Systems: co
projects with 
partners)

Started with
Services
(Content/Software) 
and Know-how

(Systems: ASP)

Start with 
Services and 
Know-how

(Systems: 
Hosted 
service or 
together with 
partners)

2. Services

3. Systems

4. Know-how

Operation Strategy

As discussed in section 2.2.4 (Luostarinen 1979; 1994) traditional companies start their 

foreign operations with non-investment marketing operations, followed later with direct- 

investment marketing operations. After they have achieved some ground in foreign markets 

they first start utilizing non-investment production operations and then usually expand to 

direct-investment production operations. In their holistic process, they start with inward 

operations, followed by outward operations, and co-operation modes follow later 

(Luostarinen and Welch, 1990). Moreover, as discussed in section 2.4.3, bom global 

companies in general may proceed in reverse order, leapfrog stages, and even have de- 

intemationalization or re-intemationalization phases (e.g. Tiessen et al., 2001; Crick and 

Jones, 2000; Sharma and Blomstero, 2003; Luostarinen and Gabrielsson, 2004). They also 

start utilizing inward, outward, and co-operations modes at the same time (Luostarinen and 
Gabrielsson, 2004).

The case companies in this research closely followed the general operation strategies of bom 

globals by using inward, outward, and co-operative modes immediately in their first 

internationalization activities. In their outward modes they proceeded with reverse order, 

had leapfrogs, for example by establishing subsidiaries immediately or very rapidly, and had 

also experienced de-intemationalization phases. None of the case companies had production 

operations in international markets, and its unlikely that there will be changes in this strategy 

in the near future, as production is not an essential function for these companies because of 

the digital nature of the products and the use of the internet as a delivery channel, and the 

fact that the products are services and know-how. (See Table 5.2)

118



Table 5.2 Operation Strategies of Traditional, Born Global, and Wireless Born Global Companies

OPERATION
STRATEGY
T raditional BGs Add2Phone Codetoys First Hop WES Pattern

1, NIMOS

Fast phase
through
stages

Jumping

Reverse order

Started with NIMOS 
& DIMOS almost 
simultaneously

Started with
NIMOS & DIMOS 
almost
simultanously

Started with
NIMOS & DIMOS 
almost
simultanously

Started with 
NIMOS

Started with NIMOS & 
DIMOS

2. DIMOS

Simultaneous 
outward, 
inward and 
co-operation 
modes

Simultaneous 
outward, inward and 
co-operation 
modes -
Increasing emphasis 
on co-operation 
modes

Simultaneous 
outward, inward 
and co-operation 
modes - 
Increasing 
emphasis on co
operation modes

Simultaneous 
outward, inward 
and co-operation 
modes - 
Increasing 
emphasis on co
operation modes

Simultaneous 
outward, 
inward and co
operation 
modes

Plans for
DIMOS

Simultaneous 
outward, inward and 
co-operation modes - 
Increasing emphasis 
on co-operation 
modes

3. NIPOS

No actual production 
modes used: Digital 
product
manufactured in 
Finland

Some R&D work 
abroad, which 
started at the same 
time with DIMOS

No actual 
production modes 
used: Digital 
service hosted in 
Finland

Some localization 
work abroad which 
started at the same 
time with DIMOS

No actual 
production modes 
used: Digital 
product
manufactured in 
Finland

No actual 
production 
modes used: 
Digital service 
hosted in
Finland

Some local 
content 
sourcing work 
abroad, which 
started at the 
same time with 
NIMOS

No actual production 
modes used: Digital 
products/services 
manufactured/ 
operated in Finland

If R&D or other 
related activities 
operated, they usually 
have been started at 
the same time with 
NIMOS/DIMOS

4. DIMOS

Also de- 
intemationaliz 
ation and re- 
intemationaliz 
ation phases

De
internationalization

(De-
internationalization, 
not total close 
downs)

(De-
internationalization, 
not total close 
downs)

De-
internationalization 
phases can occur 
already during the first

Market Strategy

Based on Luostarinen’s (1979; 1990) research traditional companies first enter HOT 

neighboring countries. When they have gained experience from these first international 

activities, they then enter WARM countries, followed by entry into MEDIUM, COOL and 

COLD countries. GDP and many other country specific measures are factors in decision 

making. As concluded in section 2.4.3, bom global companies in general use their customer 

segmentation as the first criterion to select entry markets, and country specific issues follow 

this segmentation. Physic distance has a minor influence on market strategies and bom 

globals enter lead markets rapidly (Madsen and Servais, 1997; Kirpalani and Luostarinen, 

1999; Majgård and Sharma, 1999; Burgel and Murray, 2000; Crick and Jones, 2000; Ellis, 

2000; Arenius, 2002; Luostarinen and Gabrielsson, 2004),

The case companies in this research also use customer segmentation as their main criterion. 

However, some industry specific issues have also been important when selecting target 

markets. Even though the importance of physic distance has diminished, cultural, language, 

and time differences still have a role to play. Also the case companies entered direct- 

investment modes faster, even in other continents. This seems to be related to the concept of
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lead markets. It seems that they did not want to wait until they conquered European markets 

before entering more distant continents. Subsidiaries in lead markets are needed in order to 

convince customers and partnership companies in these markets, but also to receive 

feedback and business impulses from these markets. However, it also seems that the 

importance of individual countries has diminished as a result of global enablers, but the 

importance of physical distance, especially time differences and transportation time requires 

bom globals to quickly establish subsidiaries in main regions. They seem to do that faster 

than establishing subsidiaries in neighboring countries, and in most cases the strategy of 

these companies is not to establish a company in every single country, but rather have 

regional headquarters in a few lead markets, which can then serve that region. This practice 

is to some extent counter to the lead market concept in which a lead market is an individual 

country, as examples of regional offices have included places such as Singapore, which may 

not be a lead market itself. However, Singapore’s importance as a regional center seems to 

attract many small companies wanting to enter Asia. Using Luostarinen’s (2003) definitions 

on entry, penetration, and escalation strategies, this observation of the case companies’ 

tendency towards regional headquarters instead of entering each target market with direct 

investment modes suggests that they start with escalation strategies instead of first using 

entry and penetration strategies. Moreover, it has been notable that none of the case 

companies have considered Nordic markets important, and actually most of them have 

skipped these markets entirely. (See Table 5.3 for the summary of the Market Strategies, See 

also tables in the Appendix 5: Importance of the Smallness of Domestic Markets to the 

Internationalization of the Company, Growth Opportunities for the Case Companies, and 

Influence of International Operations on the Case Companies)

Some industry-specific issues have been important for the case companies when choosing a 

target market (See Table 5.4). The case companies emphasized wireless market potential 

over any other factor, and it must be noted that in many cases this is not the same as market 

potential, such as GDP of the country. A good example of this is the Philippines, where 

SMS revenues are significant relative to the country’s GDP. Other important factors were 

industry-specific issues, the role of partner companies, and technological issues such as 

standards. One company also mentioned profitability as a main reason for selecting 

individual markets. Business distance, including physical, cultural, and economic distance 

was seen as least important. However, time difference and physical distance still seem to 

have some role in decision-making. Even though the case companies operate globally, they
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have some differences between their operations in Europe and in other continents. These 

differences are related to partnership choices and the need to establish subsidiaries in more 

distant regions. This seems to also support the observations that Preece et al. (1999) made 

about international intensity and global diversity.

Table 5.3 Market Strategies of Traditional, Born Global, and Wireless Born Global Companies

MARKET
STRATEGY
Traditional BGs Add2Phone Codetoys First Hop WES Pattern

Very short domestic

Very short
Fast pace to lead No domestic phase domestic phase
markets

Fast pace to lead Short domestic Fast pace to Short or no domestic
Simultaneously to 
many European

markets phase lead markets phase

Short or no markets, and to the Simultaneously and Fast pace to lead Simultaneously Fast pace to lead
0 DOMESTIC domestic US and Canada rapidly to all markets and rapidly to markets

phase continents: Europe, several
Also to Asia by Asia, South First to Europe but continents: Simultaneously and

Fast pace to following a America, Africa, the very rapidly also to Europe. Asia, rapidly to more than
1. HOT lead markets customer US Asia South America one continent

Possibly jump over 
Nordic market or
other neighbour 
countries, or in 
extreme cases even 
domestic market, as 
the company needs to 
enter rapidly to lead 
markets and markets 
with the greatest 
potential 
simultanously in

Jumping over 
or proceeding Jumping over

several continents

in reverse Nordic and even Jumping over Physic distance not
2 WARM order domestic market Nordic market so important

3. MEDIUM

4. COOL. COLD

Table 5.4 Issues that Have Influenced Target Market Selection and Their Relative Importance

Issues that have 
influenced target market 
selection and their 
relative importance

" :
I *

ArlelODhnnaAddern one Codetoys 1 Codetoys П First Hop WES AVG.

Business Distance 2.8

* Physical distance 4 2 2 4 3 3

* Cultural distance 4 2 2 2 5 3

* Economical distance 4 2 1 3 2 2.4

Industry characteristics 4 2=5 2 5 4 3=5

Governmental actions 3 3 1 1 2 2

Role of the partner companies 4 3=5 4 4 3 3=8

Role of the customers 3 3 4 3 3 3.2

Role of the investors 3 2 4 3 1 2.6

Wireless market potential 5 5 4 5 3 4=4
Pioneer markets 4 3 1 3 4 3.2

Network of founders and 
entrepreneurs 4 1 3 3 3 3

Other reasons
* liront abilirv
** strategic У 5**
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Price ($) Strategy

The price strategy of traditional companies varied from country to country. These companies 

utilize price differentiation strategies between national markets (Luostarinen and 

Gabrielsson, 2004). Bom global companies in general base their pricing more on customer 

pricing (Luostarinen and Gabrielsson, 2004). Market pricing is not used, as global enablers 

have made it easier for grey market arbitration (Luostarinen and Gabrielsson, 2004). The 

case companies based their pricing on customer value. However, most of the case companies 

were flexible with different customers, in some cases also depending on market and end- 

user pricing. The market pricing strategy was used especially in cases where the pricing was 

based on revenue-sharing models with operators; the end-user pricing thus had a direct 

influence on the revenue of the case companies. (See Table 5.5) This variation from the 

general bom global price strategy may be partly explained by the nature of the product. 

When a bom global company sells physical products, it may be more vulnerable to grey 

market arbitration. However, the case companies sell software, services, systems and know

how, products that are not easily or not at all transferable across borders. These deviations 

from general bom global pricing strategies were in line with research conducted by 

Gabrielsson and Al-Obaidi (2004). They found that bom globals at the early development 

phase used more market based pricing strategies.

Table 5.5 Price Strategies of Traditional, Born Global, and Wireless Born Global Companies

PRICE
STRATEGY

- —

Traditional BGs Add2Phone Codetoys First Hop WES Pattern

Pricing decisions 
market by market

Global pricing 
based on 
customer

Global pricing, some 
flexibility case by 
case on a customer

Licence fees, 
services

Global pricing, 
some flexibility 
case by case on a 
customer/market

Revenue sharing 
model

Global pricing, 
some flexibility 
case by case on a 
customer basis

Licence fees, 
services

Global pricing, 
some flexibility 
case by case on a 
customer/market

Revenue sharing 
model

Global pricing, some 
flexibility case by 
case, usually on a 
customer,
sometimes also on a 
market basis

Digital products and 
services allow some 
flexibility, even 
though the basic 
pricing models and 
the pricing are global

Intermediary (Distribution) Strategy

Traditional companies start their internationalization with indirect channels (section 2.2, e.g. 

Johanson and Vahlne, 1977, Luostarinen, 1979; 1994). When they generate more knowledge 

through organizational learning, they move step by step towards more, direct channels. Bom 

global companies, on the other hand, usually start their internationalization using hybrid 

channels immediately (section 2.4.3, e.g. Madsen and Servais, 1997; Gabrielsson et al„
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2002). They also utilize the internet as a new intermediary in their sales, marketing, and 

even delivery and support activities (Luostarinen and Gabrielsson, 2004).

The case companies also started with hybrid channels from inception. However, a few 

features must be underlined. First, the case companies usually started their direct operations 

at a very early stage. They could establish subsidiaries in other continents even before 

entering any partnerships or indirect relationships in these markets. Second, the case 

companies utilized the internet in their sales and marketing, but in many cases the internet 

has also been the main delivery channel, and therefore is vital for the existence of the 

company, particularly as the very nature of the products is digital.

As all of the case companies introduced new products and services to the markets, they were 

required to put a lot of their own effort into direct sales to get their products and services 

known among customers and partners. It seems that the case companies with more complex 

products prefer direct sales even more, especially in the early phase of internationalization, 

as their products require customers and partners to be educated in the benefits of the 

products and trained for their usage. Two of the case companies seemed to offer products 

which did not require such complex sales activities, and their products were sold more 

through partners in the early phases, but the other two with more complex products and sales 

processes had to start internationalization using more direct channels. Later when markets 

had become more mature it was easier to attract partners in order to utilize indirect channels. 

(See Table 5.6)
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Table 5.6 Intermediate (Distribution) Strategies of Traditional, Born Global, and Wireless Born Global
Companies

INTERMEDIATE
(DISTRIBUTION)
STRATEGY
Traditional BGs Add2Phone Codetoys First Hop WES Pattern

Fast phase 
from single 
channels 
(indirect, 
direct) to 
multiple 
(dual, 
hybrid) or 
hybrid from 
outset

Own export and 
FDIs

Agents

Domestic
Partners
(Customers)

HYBRID

Own export and
FDIs

Domestic 
(Customers) and 
International 
partners

HYBRID

Own export and
FDIs

Agents and
Resellers

Domestic partners 
(Customers)

HYBRID (Co-sales)

Own export and 
distribution 
partners 
(Customers)

HYBRID

Own export and FDI 
proceeds other 
distnbution channels

Rapidly dual and/or 
hybrid channels: 
supporting own 
activities with agents, 
resellers, and 
domestic and 
international 
distribution partners,

Usually International 
Partners intrest in co
operation at the 
"second phase" when 
the company has 
already achieved their 
first international 
reference customers

2. Agents
International
Partners

International
Partners

The role of FDIs 
decreases and the 
role of distribution 
partners increases in 
the course of time - 
opposite that is the 
case with traditional 
companies

3. FDIs

Customer Strategy

Traditional companies segment their customers country by country (Luostarinen and 

Gabrielsson, 2004). They first select target markets and then start to segment customers in 

these national markets. Bom global companies have global customer segmentation 

(Luostarinen and Gabrielsson, 2004). The case companies followed this global 

segmentation. Their customers were mobile operators globally. Also some other target 

customers segments, such as media houses and service providers were listed. All these 

customers were industrial customers. (See Table 5.7)

Table 5.7 Customer Strategies of Traditional, Born Global, and Wireless Born Global Companies

CUSTOMER
STRATEGY ..........
Traditional BGs Add2Phone Codetoys First Hop WES Pattern

Segmentation market 
by market

Global
segmentation

Global segmentation
A few hundred 
industrialized 
customers: mobile 
operators, portals, 
media companies

Global
segmentation
A few hundred 
industrialized 
customers:mobile 
operators

Global
segmentation
A few hundred 
industrialized 
customers: mobile 
operators, mobile 
service providers

Global
segmentation
A few hundred
industrialized
customers:
mobile
operators,
portals, media
companies

Global segmentation
A limited number of 
quite homogeneous 
industrialized 
customers globally
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Advertising Strategy

Traditional companies plan their advertisement strategy on a country-by-country basis, 

while born global companies in general utilize global advertisement strategy (Luostarinen 

and Gabrielsson, 2004). All of the case companies in this research had a global corporate 

brand. Some of the companies had used OEM strategies in addition to their own corporate 

brand. In cases where the company sold third party content, of course the content brand was 

important for selling that particular service. However, the main emphasis was on developing 

and strengthening a global corporate brand. This is perhaps easier for a company whose 

customers are industrial customers, as marketing strategy usually does not require expensive 

campaigns in the mass media. (See Table 5.8)

Table 5.8 Advertising Strategies of Traditional, Born Global, and Wireless Born Global Companies

ADVERTISING
STRATEGY

«

............
Traditional BGs Add2 Phone Codetoys First Hop WES Pattern

Branding market by 
market (usually physical 
products)

Own
global Global corporate

Global corporate

(+Third party 
content brands)

Global corporate

In addition some
OEM brands

Global
corporate brand 
(+Third party 
content brands)

Global corporate

5.1.2 Resources

Founders/Management

In traditional internationalization theories the development of international business 

knowledge was mostly seen as a result of organizational learning within the company, and 

from its international operations (Johanson and Wiedersheim-Paul, 1975; Johanson and 

Vahlne, 1977; Luostarinen, 1979). This view may still work to some extent, when analysing 

larger companies and their internationalization. However, bom global companies seem to 

generate this business knowledge mostly from other sources. Earlier research has provided 

somewhat controversial results related to the experience of founders of bom global 

companies. Most studies have emphasized the earlier experience of founders from their 

previous employment positions (Reuber and Fischer, 1997; Madsen and Servais, 1997; 

Majgård and Sharma, 1999; Harveston et al., 2000; Crick and Jones, 2000; Moen, 2002; 

Sharma and Blomstero, 2003). Some studies (Oviatt et al. 1997; Luostarinen and 

Gabrielsson, 2004) on the other hand, found that entrepreneurs of born global companies are 

young and technologically competent, but with little international business experience. For 

these latter companies it may be that a ‘follow the herd’ impact and the industry’s
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internationalization level are better explanatory factors of internationalization. However, the 

case companies in this research all had founders and managers with extensive international 

experience from previous jobs in the industry or from other industries. This was usually 

complemented by a strong technological background in the industry. This also resulted in 

the global vision of the companies from inception, and their globalization was based on this 

vision, rather than just following random external signals such as unsolicited orders. (See 

Table 5.9)

Table 5.9 Founder and Manager Resources of Traditional, Born Global, and Wireless Born Global
Companies

FOUNDERS & 
MANAGEMENT

v
V *

T raditional BGs AddZPhone Codetoys First Hop WES Pattern

Most assumptions in earlier 
research have been based 
on the view that all relevant 
learning has been acquired 
during the career in 
existing company and the 
research has usually 
focused only on the role of 
organizational learning

Young and
inexperienced
founders,
usually with
only high
technological
knowledge
OR
Founders with 
extensive 
international 
business 
experience in 
addition to 
industry 
specific skills 
and knowledge

10 founders with 
extensive 
international 
business and 
technological 
experience in the 
industry prior to 
the
establishment of 
the company

Founders and 
the early 
management 
team had long 
international 
business and 
technological 
experience in 
the industry and 
in other
industries prior 
to the
establishment of 
the company

Founders had very 
strong
technological 
experience, not so 
much international 
busines experience 
Other management 
team had extensive 
international 
business 
management and 
also some 
technological 
expericene in the 
industry and in 
related industries 
prior to the 
establishment of 
the company

Founders had 
long international 
business 
experience in 
other industries. 
Founders/manage 
ment had also 
experience in the 
music industry 
(content source) 
prior to the 
establishment of 
the company

Founders with long 
international 
business 
management and 
technological 
experience in the 
industry and in 
related and/or other 
industries prior to 
the establishment 
of the company

Innovation

Traditionally companies started to export goods that had already been approved in domestic 

markets (Vernon, 1966; Johanson and Vahlne, 1977; Luostarinen, 1979; 1994). This usually 

happened after some time, when the company found that there were not enough growth 

opportunities in domestic markets. There was no specific innovation behind the decision to 

internationalize. Bom globals, on the other hand, often had a technological innovation in a 

niche business area (Madsen and Servais, 1997; Karagozoglu and Lindell, 1998; Yli-Renko 

et al., 2002). This innovation has been global in its nature, with internationalization the 

evident outcome. The case companies in this study had a technological innovation in a new 

niche business area. Usually this was a new software, service, or system that made it 

possible to combine new businesses with mobile technology and to increase the revenue 

streams of the industry actors. First mover advantage, that is, to be first in the market, was 

seen as critical for these companies, and the urgent need to utilize the innovation globally
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has been the major factor behind the internationalization decisions of the case companies. 

(See Table 5.10)

Table 5.10 Innovation behind Traditional, Born Global, and Wireless Born Global Companies

INNOVATION

Traditional BGs AddZPhone Codetoys First Hop WES Pattern
Products that help 
operators to 
connect and launch 
more data content 
providers and 
applications into 
their networks and
systems more 
rapidly and easily.

Products that New
help operators commerzialided Products/service Products and
and media Products/service product for the that help services that help
companies to that help operators need that has so operators to industrialized
ombinine mobile to increase their far been solved in- increase their customers to
phones and revenues from house and with revenues from increase their
marketing profitable mobile point-to-point profitable mobile revenues by
communication data services solutions, and with data services introducing new

compex project services and/or by
Product and New service and New service and New service and improving their
business new idea in a new idea in a new new idea in a new business processes
model new rapidly rapidly qrowing New idea in a new rapidly growing
innovations growing industry industry (the rapidly growing industry (the New service and/or

Product and business have been (the mobile mobile industry (the mobile mobile new idea in a new
model nnovation has not mentioned, communications communications communications communications rapidly growing
been the fodus of earlier but not industry) industry) industry) industry) industry
research (if not mentioned included as a
the product cycle theory, part of the Among the first Among the first in Among the first in Among the first in Among the first in
Vernon 1966) framework in the market the market the market the market the market

Networks

Traditionally networks of companies, or their founders and managers, have not been 

included in the research on internationalization. There have been some observations about 

customer loyalty and the suppliers’ role, but internationalization has mainly been seen as a 

process of an organization’s own internal learning (sections 2.2 and 2.3 e.g. Johanson and 

Mattson, 1988). However, in the research on bom global companies the importance of 

networks has been acknowledged (see section 2.4.2), even though there still has not been 

enough information about this. The case companies in this research had founders and 

managers with extensive networks in the industry. This helped the companies in developing 

products (R&D), opening sales and marketing opportunities internationally, and attracting 

investors. The role of the domestic cluster in the early phase of internationalization was 

essential for the case companies. Later, its importance diminished as the companies were 

able to attach to international networks and attract more partners. The importance of these 

international networks has become significant. Government organizations have also had a 

role in the internationalization of the case companies, especially during the first years. 

Furthermore, other means to network, such as industry forums have served as a means to 

gather important information. Even though the role of the networks has been most important
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in the area of sales and marketing, they have also provided necessary information for the 

companies for their product development and strategy planning. (See Table 5.11)

Table 5.11 Networks of Traditional, Born Global, and Wireless Born Global Companies

NETWORK ■ШКЁЙШШ
—........... ..................

'

Traditional BGs AddZPhone Codetoys First Hop WES Pattern
Academic network Academic network
not important not important at all

Academic considering
network useful, internationalizatio Domestic network
but not so n (has been (cluster, including Academic network
important useful considenng reference not so important

technological customers) (opposite to earlier
Domestic development) essential in the research on born

Academic network network (cluster, beginning globals)
The role of the not important including Domestic network
networks for the reference (cluster, including International Domestic network
internationalization of Domestic network customers) reference network has been (cluster, including
the firm have mainly (cluster, including essential in the customers) important in inward reference
been neglected in the reference beginning essential in the activities customers)
first customers) beginning (licensing, essential in the
internationalization The importance of essential in the International sourcing) and in beginning
models. the networks have beginning network essential International co-operation
Network approach been frequently after the initial network essential operations (R&D), International
and studies following mentioned in the International internationalizatio after the initial but not so network essential
that have underlined research on BGs. network essential internationalizatio important in after the initial
the importance of the However, after the initial outward activities internationalization
network, but not until networks as internationalization Founders
lately it has been resources for personal Management's
included in the internationalizatio Founders personal networks personal network Founders personal Founders personal
researcn of the n have not been networks networks networks
internationalization of included in a Venture Venture capitalists
the firm holistic framework Venture capitalists capitalists and and strategic Venture capitalists Venture capitalists
Some role in Important role in networks and strategic partners partners and strategic and strategic
internationalization internationalizatio experience networks. networks. partners networks. partners networks.
process
Incremental Customer Memberships in Memberships in Memberships in Memberships in Memberships in
development followership industry forums industry forums industry forums industry forums industry forums

Finance

In traditional models on internationalization, finance has been mentioned as a limitation in 

some cases. However, it has not been included in analysis widely, and in addition to large 

MNCs, not many cases are found in which financing has been seen as a resource for a 

company. In the research on bom globals, venture capitalist companies have been 

recognized as one source of finance (discussion in section 2.4.2, e.g. Luostarinen and 

Gabrielsson, 2004). Most companies in this research received funding from government 

organizations when they were established and during their development phase. All except 

one company mentioned Tekes as an important source of funding. Soon after the 

development phase, when the companies started their international sales and marketing 

activities, private and public venture capitalists were strongly involved in the process. (See 

Table 5.12) It may be that the availability of funding has been one of the major reasons for 

the rise of bom globals in the Finnish wireless sector. The results from a parallel research 

project of Gabrielsson et al. (2004) at the Helsinki School of Economics, which focused on 

finance strategies of Finnish bom globals and bom internationals, also supported these 

findings.
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Table 5.12 Financial Resources of Traditional, Born Global, and Wireless Born Global Companies

FINANCE
Traditional BGs Add2Phone Codetoys First Hop WES Pattern

The role of the finance

internationalization of 
the firm has mainly 
been neglected in the 
first internationalization 
models.

The role of the 
finance has been 
recognized as a 
barrier and 
limitation for the 
internationalizati 
on of the born 
globale

Some mentions 
about the 
venture capital 
funding and 
other sources of 
funding, but this 
has not been the 
focus area of the 
research on the 
internationalizati 
on of bom global

In the beginning 
the role of the 
venture capital 
companies has

fundamental as 
all the funding 
came from these 
sources.

Soon after the
establishment
government
organizations,
especially
TEKES, has 
been important 
source of funding

technological
development

Recently (3rd 
year), the 
impotence of 
sales revenues 
as a funding 
source has 
increased and 
sales revenues 
are now the main 
source of funding 
for the company 
supported by the 
funding from 
TEKES

In the beginning 
the role of the 
government 
organizations, 
especially TEKES 
but also FINPRO, 
has been very 
important as a 
source of funding.
In Springtoys' 
case the venture 
capital company 
(Eqvitec) and 
strategic investor 
(Sonera) were the 
main source of 
funding from the 
inception.
Following the seed 
funding, private 
investors, and in 
the next phase, 
venture capital 
companies 
became the main 
source of funding. 
Final round of 
funding included 
several strategic 
investors (such as 
Motorola, AOL). 
Recently, the 
impotence of the 
income financing 
has increased and 
became the main 
source (not 
sufficient as a 
single source of 
funding yet)

Investor have 
covered 90 % of 
the funding of the 
company
In the beginning the 
company had also 
bank loans, but not 
anymore.

Recently the share 
of sales revenues 
as a source of 
funging has 
increased rapidly.

First seed money 
came from the 
owners and from 
the first 
commercial 
project.

Most important 
source of funding 
are the sales
revenues 
generated from 
the operations.

The company has 
also received 
external funding 
(private investors, 
a venture 
capitalist 
company).
However, this 
funding has not 
been important 
and by 2002 the 
company has not 
even used most 
of that money.

The role of the 
government 
organizations 
(TEKES) has been 
very important in 
the early phase 
when developing 
technological 
innovations

The role of venture 
capital companies 
has been essential 
for the funding of 
most of the case 
companies in their 
early phases

Other sources of 
funding have 
included strategic 
investors, other 
government 
organizations 
(FINPRO), and in 
some cases
owners
themselves

Recently, in every 
case, the income 
financing has 
become an 
important or the 
main source of 
funding, even 
though in many 
cases not sufficient 
alone yet.

5.2 Revised Conceptual Framework

When analysing the results of the empirical data, some important points are raised. It seems 

that global enablers - trade liberalization, improved transportation and communication, 

more similar customer tastes and needs globally, internationally experienced workforce, and 

increased collaboration between companies - have all created an environment in which it is 

possible for bom global companies to exist. Furthermore, it seems that in some industries 

there are forces that strengthen this impact, and most bom globals are found in these kinds 

of industries. This supports the findings of Kirpalani and Luostarinen (1999) who argued 

that there are industries where traditional internationalization models may not be applicable 

anymore. The telecommunications industry, especially the mobile communications sector, is 

a good example of this. Deregulation, rapidly developing technology, international 

standards, increased global competition, and international customers all provide an 

environment that favor innovative bom global companies, which can be flexible and act fast. 

The empirical data supported these conclusions and these factors were maintained in the 

revised conceptual framework. (See Figure 5.1)
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Figure 5.1 Revised Conceptual Framework

Enabling Global Factors WHY
^^^Efedrliberahzation- Iran sport atioÏÏ^6t>mmiyuc ation- 
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P (Product-)

Founders/
Management

I (Intermediate)О (Operation)Network

->M (Market) C (Customer)Finance

CY, WHERE, WHO, HOW

The preliminary conceptual framework illustrated a clear interconnection between the 

external resources and resources available before the establishment of the company, and the 

globalization strategies and global marketing strategies of bom global companies. This view 

was strongly supported by the empirical data. Founders and managers of bom global 

companies were the main factor, which in turn affected the innovation, networks, and 

finance of bom global companies. These ‘resources’, in addition to global enablers and 

industry specific factors seem to be the main explanatory factors for the existence of bom 
global companies. (See Figure 5.2)

Figure 5.2 Revised Conceptual Framework: Resources, and Globalization Strategies and Global 
Marketing Strategies

Resources -”Expanded” Firm Specific Advantages + 
Location Specific Advantages Globalization Strategies and Global Marketing Strategies

~P (Product) —► $ (Price)

I (Intermediate)О (Operation)

-►M (Market)

WHY, WHERE, WHO, HOW

Innovation

Finance
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When we analyse more precisely these resources, it can be seen that they are also interlinked 

at some level (see Figure 5.3). Although founders and managers seem to be the main factor 

by providing their skills, experience, and knowledge, there may also be cases where 

technologically innovative founders have had their own preliminary networks and through 

these networks venture capitalist have found the company or the founders have found 

venture capitalists. As a result, with the help of domestic partners and venture capitalists, 

new internationally experienced managers have been hired by the company. Furthermore, 

even though founders have already had some international experience themselves, they have 

used their networks to hire more internationally experienced managers to complement the 

international knowledge and experience in their companies. The interconnections between 

these different resources are illustrated with bidirectional arrows.

Figure 5.3 Revised Conceptual Framework: Resources: “Expanded” Firm Specific Advantages

(including the resources prior to the establishment of the firm) + Location Specific Advantages

Innovation
•Technological innovation in a global 
niche market
•New rapidly growing business area 
•Among the first in the niche market

Network ~
•Domestic partners (CLUSTER) 
•International partners 
•Customers
•Industry forums and organizations

Finance
•Government Organizations (TEKES) 
•Private Investors (Venture Capitals) 
•Strategic Investors 
• (Founder s/Banks)

F ounders/Management
•Skills (Technology & Business Mgmt) 
•International experience 
•Entrepreneurial

Analyzing the globalization and global marketing strategies of the case companies, it can be 

seen that their relationships vary in comparison to those of traditional companies (see Figure 

5.4). This also supports the findings of Luostarinen and Gabrielsson (2004). Traditionally, 

product strategy affects price strategy, operation strategy affects intermediate strategy, 

market strategy affects customer strategy, and all affect advertising strategy (Luostarinen 

and Gabrielsson, 2004). However, in the case of bom globals the main innovation and the 

following product strategy have a strong influence on all of the other strategies. The product 

strategy will define customer, intermediate, and operation strategies. Contrary to traditional 

companies, a bom global’s customer strategy precedes the market strategy. Bom globals 

have global customer segmentation and they often serve industrialized customers. Customer 

specific issues are much more important than country specific issues. Furthermore, bom
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globals’ intermediary strategy is usually affected by the product strategy, as in technological 

sectors there are usually a few potential intermediaries in the markets. Customer need and 

preference are also important in choosing intermediaries. Depending how bom globals are 

able to attach to their preferred intermediaries, they then make decisions in their operations 

strategy, that is, where they need to have their own operations and where they can act 

through partners. The internet as a possible intermediary also affects operations strategies of 

born globals. Arrows between the boxes describe the interrelationships between the 

globalization and global market strategies of bom global companies.

Figure 5.4 Revised Conceptual Framework: Globalization Strategies and Global Marketing Strategies of 
Finnish Wireless Technology Born Globals

Organization
- Global organization structure from mception, english as a company language

P (Product)
-Services, Knowhow and Systems, and or 
combination from inception 
-Global niche products

Ж

$ (Price)
-Global pricmg based on customer value 
-Some flexibility made possible by digital 
-products and services

О (Operation)
-Holistic and hybird (inward, outward, 
cooperation) modes including DIMOS 
from mception
- No international production modes 
-Reverse order, leapfrogs, de-int.

M (Market)
-Several markets simultaneously and globally 
-Market potential more important than 
business distance - lead markets 
-Time difference and physical distance still 
play some role: more regional view 
-Customer strategy prcceeds Market strategy

I (Intermediate)
-Hybrid channels
-Global marketing partners
-Internet

T
C (Customer)
-Global customer segmentation 
- Industrial customers
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6 SUMMARY, CONCLUSIONS AND 

RECOMMENDATIONS

6.1 Summary of Main Findings and Theoretical Conclusions

The discussion and conclusions of this study are a result of an extensive literature analysis 

on globalization, traditional internationalization theories, and bom globals, and of a multi

case study of four Finnish wireless technology bom globals in high-service, high-know-how, 

and high-system businesses. In general, it can be argued that the internationalization process 

of bom globals deviates from the traditional mainstream pattern of internationalization in 

most areas. This is mainly due to the fact that traditional companies have higher lateral 

rigidity towards internationalization, which they have been able to decrease only with 

organizational learning over time from their own internationalization activities. On the 

contrary, bom globals seem not to have that same level of lateral rigidity, entering 

international markets directly. This research supports this view, and the internationalization 

process of the case companies usually deviated from that of traditional companies. These 

results support the argument of Moen and Servais (2002), who claimed that there might be 

two types of firms: on the one hand, firms that have been established to serve domestic 

markets and which, if they internationalize, will follow more traditional models, and on the 

other hand, firms that have international objectives already when they are established. For 

the latter firms the internationalization process is quite different. Similar findings were also 

in the recent research of Gabrielsson and Gabrielsson (2003) who found differences in 

global marketing strategies of bom globals and globalizing internationals. Most of the 

findings of this research were consistent with earlier research on bom globals, even though it 

can be said the there are not yet any generally accepted models to define the 

internationalization of all bom global companies. Debate in this area continues.

However, there are similarities in the internationalization of traditional companies and bom 

globals. In several cases bom globals have proceeded along the line of the traditional models 

with a step-by-step approach, but faster. It may also be argued that in general, changes in the 

global business environment have also accelerated the internationalization process of 

traditional firms. Even though bom global firms have been able to utilize these changes 

better and in a more extensive way than traditional companies, and have thus had more rapid 

and kess deterministic progress, the question still remains, would it be possible to find one
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comprehensive model of internationalization that could incorporate both the 

internationalization of traditional companies and bom global companies? In addition to 

global enablers, industry-specific factors may also have an important role in defining the 

internationalization process of a firm. In some industries, a more global approach is needed. 

As Kirpalani and Luostarinen (1999) found, in more local industries traditional stages 

models still apply, but in many globalized industries new models are needed to explain 

internationalization. This research clearly demonstrates that in the telecommunications 

industry rapid internationalization has become a necessity.

Resources existing prior to the establishment of a bom global company have had a 

significant influence on the internationalization process. First, the founders and managers 

and their earlier experience may be one of the most important factors in the rapid 

internationalization of a bom global company. Even though in earlier research on bom 

globals, there have been different views on this issue, in this research the evidence was 

explicit, and emphasized the extensive international experience of the founders and 

managers. Only one of the case companies had internationally less experienced managers at 

the time of establishment, but they soon exploited their other resources to hire managers 

with wider international experience. Second, the main innovation behind the company, 

which is often technological but also includes a clear vision of change in an industry, seems 

to be necessary to achieve a competitive edge globally for a small company. In most cases in 

this research this innovation included discovery of a discontinuity, an industry shift. Among 

the case companies this was a connecting point of mobile technology and some existing 

service that has not been utilizing mobile technology. The case companies were the first, or 

among the first, in the market with their innovation, which created the urge to enter most 

markets around the world quickly, before the competition tightened. For these companies 

there was no time for incremental development if they wanted to succeed, and thus 

traditional models do not apply to bom globals. Third, networks that the founders and 

managers, and after establishment also the company itself have, are critical for the 

internationalization of the case companies. In the early phase, the domestic network, the 

Finnish telecommunications cluster, was essential for all of the case companies. When the 

companies proceeded with their internationalization, the importance of the domestic cluster 

started to decrease and the significance of international network started to increase. The 

international network becomes essential for bom global companies as they increase their 

international involvement. This research also underlined the importance of government
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organizations. Even though their role was not seen as vital by most of the case companies, 

all had received support during their critical first months and years from government 

organizations. Clearly there seems to be an important role in the domestic cluster that 

governmental organizations can fulfill, and thus foster the rise of bom global companies in 

their country. Contrary to several studies on bom global companies, academic organizations 

were not very significant resources for the case companies, although in a few cases co

operation with universities and academic networks was seen as an additional resource that 

did help in some of the activities. Fourth, the availability of sufficient funding seems to be a 

very important factor that fosters the existence of bom globals and makes it possible for 

them to internationalize more rapidly. In Finland the rise of the wireless technology sector 

has also contributed to the existence of several venture capital firms and other investors. 

This also supports the concept of clusters and their role in promoting the rise of bom global 

companies.

This research also supported the view that bom globals often operate in niche businesses and 

serve industrial customers. However, even though these firms focus on very defined 

products, they can also utilize their flexibility, as this seems to be a competitive edge for a 

small firm. It may also be that if the company is operating in service and know-how 

businesses, it is easier to be flexible than in high-tech industries when producing physical 

goods and economies of scale are more important. The case companies did not sell physical 

goods, except in some rare cases when they included some hardware in their systems. In 

their operations strategy the case companies proceeded much faster than traditional 

companies, and in most cases they did so in reverse order. This has been especially notable 

in the case of establishing subsidiaries before attracting active international distribution 

partners. All except one of the case companies had subsidiaries, also in other continents, 

soon after their establishment. The one that did not was very internationalized and operated 

in many continents. This company had a product that was relatively easy to sell and they 

were least dependant on venture capitalists in their funding and decision-making. However, 

this company did have plans to open a subsidiary in the US in the near future. The case 

companies also skipped stages and had de-intemationalization stages. They used hybrid 

operation modes, that is, outward, inward, and co-operation modes from establishment. In 

relation to their market strategy wireless market potential, role of partner companies, and 

industry characteristics all preceded physic distance. However, it seems that physic distance 

still plays some role, as the globalization and global market strategies in distant markets, for
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example in Asia, varied in some way from the strategies implemented in Europe. This 

finding suggests that traditional models may still have some explanation power and that 

development is more evolutionary than revolutionary. The role of individual countries may 

have diminished, but larger regions have adopted some of their role in the 

internationalization process. This would also be supported by the fact that the case 

companies do not plan to establish subsidiaries in every country, but have instead opened 

regional subsidiaries in order to serve these regions and to receive market impulses from 
them.

Furthermore, the case companies all had a global pricing strategy, even though they were 

able to adapt to individual customer needs. This adaptation was possible as the products 

were digital service products, know-how and systems. In their intermediary strategies these 

companies used hybrid modes, usually emphasizing in the early years more direct modes, 

and then later increasing the distributors’ role markedly. The internet was also an important 

intermediary and enabler, though not the only sales tool for most of the companies, which is 

natural as the customers were industrialized customers and the products new and complex. 

In their customer strategy the case companies had global segmentation of a limited number 

of industrialized customers. Clearly the customer strategy preceded the market strategy. And 

finally, in their marketing strategy the companies had a global corporate brand.

To sum up, this research does support the findings that bom globals differ from the 

traditional internationalization models, and to a large extent supports the earlier findings of 

bom global research. This research demonstrates globalization strategies and global 

marketing strategies of bom global companies in the Finnish wireless technology sector. It 

seems that no clear mainstream pattem for all bom globals can be found as global enablers, 

industry specific factors, and several resources all influence the internationalization process 

of a firm. In this setting, a less rigid and deterministic comprehensive and holistic model of 

internationalization could serve as a framework to analyse the internationalization of all 

firms (See Figure 6.1). More detailed suggestions for future research will be discussed in 

section 6.3.
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Figure 6.1 Suggestions for a Comprehensive Internationalization Model
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6.2 Managerial and Policy Implications

Implications for managers

For the managers of small and new internationalizing companies this research underlines a 

few issues. First, the innovation behind the company needs to be competitive and global in 

its nature, and preferably first in the market. Second, the prior international business 

experience of founders and managers seems to be a significant factor for successful and 

rapid internationalization. In the case of bom globals markets develop rapidly, leaving no 

time to acquire international business experience by organizational learning alone. If the 

company does not possess international business experience, but they have an innovation 

with global potential, they should hire managers with international experience. Third, in 

most cases domestic and international networks play a major role in the internationalization 

process. Partnerships are extremely important, especially in more distant countries. When 

the company has an innovation with global potential, internationally experienced managers,
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and an initial contact network they have better opportunities for funding. Financial resources 

are usually allocated to companies that have the first three resources - innovation, 

experience, and networks. However, in cases where the innovation of the company is very 

potential, some active investors may be attracted, and with their help other resources may be 

acquired.

Traditional internationalization models suggest incremental internationalization. However, if 

bom globals have international experience, globally innovative products, domestic and 

international networks, and financial resources, they should not proceed slowly if they could 

gain a first mover advantage in their new niche business area. These companies should make 

the most of their partners’ networks, especially in sales and marketing, but also in R&D and 

other activities. They should enter the lead markets rapidly, and in cases where their 

credibility requires, or if their partners or customers need training for their new products, 

they should enter with more committed operation modes from the start. They should also 

utilize new technologies, such as the internet, and other global enablers in their international 

operations. Furthermore, establishing subsidiaries in lead markets can also benefit the 

company by exposing them to impulses and feedback, which they can then utilize in their 

product and business development.

Even though national markets are not so important, particularly if their customers are 

industrialized, physical distance still has influence. A regional presence may be important 

because of time difference and physical distance, and thus it may be reasonable to establish 

subsidiaries rapidly to serve each regional market. However, in the long term, bom global 

companies rarely have enough resources to cover all markets, even if their customers are 

industrialized. Thus they need to increase the share of revenue generated by partners. This 

will be easier when the markets mature and their partners learn their products, and when 

customers are also more familiar with them. Bom global companies should also keep in 

mind their own competence areas and the niche in which to operate and focus on so that they 

can maintain their world leader position in this niche. In this way they can manage their 

partnerships with larger multinational companies and sustain the power balance.

Some companies internationalize rapidly, but do not enter other continents until after several 

years. Preece et al. (1999) differentiated these ‘instant internationals’ from ‘instant globals’. 

For a bom global company it is important that they recognize their own competitive
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advantages, and understand if they are operating in a global market or in a regional market. 

They must also balance their international ambitions with their resources, as even though it 

would be attractive to globalize, sometimes less ambitious strategies may be preferable.

Bom globals should also be very active in developing networks beyond those at the time of 

establishment. This is particularly important in a rapidly changing industry. Trade 

associations and forums, co-operation with universities in research activities, trade fairs and 

delegations are all important for every internationalizing company, but for small companies 

in particular these kind of co-operation modes can bring scale advantages they do not have 

themselves (Porter, 1998). Furthermore, when the firm grows it becomes necessary to 

transfer the knowledge and skills that in the beginning were based on founders and 

managers to become more organizational level skills, knowledge and social capital (Arenius, 

2002). However, at the same time it is important that bom global companies maintain their 

entrepreneurial attitude even when they grow. In this process the role of the top managers is 

significant (Fischer et. al, 1997; Knight, 2001). This fact is reflected in the comments of the 

CEO of one of the case companies, emphasizing the importance of right and competent 

people in the successful internationalization process.

Implications for governments and government organizations

As recommended by earlier researchers (Luostarinen, 1994; Jones, 2001; Luostarinen and 

Gabrielsson, 2004) governments and government organizations should also focus on other 

operation modes than just outward modes in their support programs. In Finland, 

technological financing in the development phase has been covered well, becoming an 

important factor behind the existence of many technological bom globals. Finnish 

government owned institutions have also offered support in export activities, which seems to 

be important for bom globals, particularly in the early phase of internationalization, and in 

these programs many scale economies can be utilized, which would be otherwise impossible 

for small companies. However, the important role of partnerships in the internationalization 

of bom global companies and also the increased significance of service, know-how, and 

system companies in international business seems to suggest that a greater focus on these 

new modes and new type of companies is required by government organizations.
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6.3 Suggestions for Further Research

It seems that there are many differences between traditional and bom global companies in 

relation to their internationalization. However, it also seems that, based on recent research 

on internationalization, many of the more traditional companies have also proceeded at 

faster pace in their internationalization, and correspondingly bom globals still follow the 

step-by-step model in some part of their internationalization. It may be possible to develop a 

more comprehensive and holistic model of internationalization that is not as rigid and 

deterministic as earlier models of internationalization, better incorporating the influence of 

global enablers and industry specific factors. This research hopefully contributes to such 

future work by introducing some suggestions. However, more research from other industries 

and from other countries in this area is needed.

The results of this research suggest that the importance of individual national markets has 

diminished. However, it may be that traditional internationalization models are still 

applicable at some level, and the importance of larger economic regions has replaced 

national markets in many cases. What impact this has had on the internationalization process 

of companies needs to be studied further. Furthermore, Preece et al.’s (1999) differentiation 

between ‘instant internationals’ and ‘instant globals’ needs to be further analysed. This 

research demonstrated that in many cases industry specific issues are at least important as 

economic, cultural, and political reasons for choosing market and operation strategies. Better 

understanding in this may further international business research.

One important observation of this research was the importance of external resources and 

resources acquired before the establishment of the company for the internationalization 

process. More research is needed to better understand the relationships between these 

different factors and to find out if there are any other factors or resources that this research 

did not cover. It would be interesting to discover how much the influence of these resources 

is related to the firm’s size, as, for example, in small companies the relative importance of 

the founder is greater. In the area of networks the research around clusters offers an 

interesting stream of research for the future, analysing the circumstances that favor the rise 

of bom global companies.

140



REFERENCES

Journal articles, books, and reports

Acs, Z.J., Randall, M.K. and Yeung, B. (2001) Entrepreneurship, Globalization, and Public Policy. 
Journal of International Management. Vol. 7, No. 3, pp. 235-251.

Aharoni, Y. (1966) The Foreign Investment Decision Process. Harvard University Press, Boston.
Andersen, O. (1993) On the Internationalization Process of Firms: A Critical Analysis. Journal of 

International Business Studies. Vol. 24, No. 2, pp. 209-231.
Andersen, O. and Buvik, A. (2002) Firms’ Internationalization and Alternative Approaches to the 

International Customer/market Selection. International Business Review. Vol. 11, No. 3, pp. 347- 
355.

Arenius, P. (2002) Creation of Firm-level Social Capital, Its Exploitation, and the Process of Early 
Internationalization. Doctoral Dissertation, HUT (Helsinki University of Technology).

Autio, E., Sapienza, H. and Almeida, J. (2000) Effects of Age at Entry, Knowledge Intensity, and 
Imi lability on International Growth. Academy of Management Journal. Vol. 43, No. 5, pp. 909- 
924.

Bartlett, C. and Ghoshal, S. (1998) Managing Across Borders. Harvard Business School Press, 
Boston.

Bartlett, C. and Ghoshal, S. (2000) Transnational Management. 3rd edition. McGraw-Hill, Singapore.
Baum, J.A.C, Calabrese, T. and Silverman, B.S. (2000) Don’t Go Alone: Alliance Network 

Composition and Startups’ Performance in Canadian biotechnology. Strategic Management 
Journal. Vol. 21, No. 3, pp. 267-294.

Bell, J. (1995) The Internationalization of Small Computer Software Firms: A Further Challenge to 
“Stage” Theories. European Journal of Marketing. Vol. 29, No. 8, pp. 60-75.

Bell, J. McNaughton, R. and Young, S. (2001) ‘Born-again Global’ Firms - An Extension to the ‘Bom 
Global’ Phenomenon. Journal of International Management. Vol. 7, No. 3, pp. 173-189.

Bilkey, W. and Tesar, G. (1977) The Export Behavior of Smaller-sized Wisconsin Manufacturing 
Firms. Journals of International Business Studies. Spring-Summer 1977, Vol. 8, No. 1, pp. 93-98.

Bird, A. and Stevens, M.J. (2003) Toward an Emergent Global Culture and the Effects of 
Globalization on Obsolescing National Cultures. Journal of International Management. Vol. 9, No. 
4, pp. 395-407.

Bobiin, E., B rousseau, E. and Hulten, S. (2001) Innovation in the Telecommunications Industry. 
Economics of Innovation and New Technology. Voi. 10, No. 2, pp. 73-87.

Buckley, PJ. (1989) Foreign Direct Investment by Small- and Medium-sized Enterprises: The 
Theoretical Background. Small Business Economics. Vol. 1, pp. 89-100.

Buckley, P.J. and Casson, M. (1976) The Future of the Multinational Enterprise. Macmillan, London.
Buckley, P.J. and Ghauri, P.N. (1994) The Internationalization of the Firm: A Reader (eds.). The 

Dryden Press, London.
Burgel, O. and Murray, G.C. (2000) The International Market Entry Choices of Start-Up Companies 

in High-Technology Industries. Journal of International Marketing. Vol. 8, No. 2, pp. 33-62.
Cavusgil, S.T. (1984) Differences Among Exporting Firms Based on Degree of Internationalization. 

Journal of Business Research. Vol. 12, No. 2, pp. 195-208.
Chang, S-J. and Rosenzweig, P.M. (2001) The Choice of Entry Mode in Sequential Foreign Direct 

Investement. Strategic Management Journal. Vol. 22, No. 8, pp. 747-776.
Clark, T. and Knowles, L.L. (2003) Global Myopia: Globalization Theory in International Business. 

Journal of International Management. Vol. 9, No. 4, pp. 361-372.
Crick, D. and Jones, M.V. (2000) Small High-technology Firms and International High-technology 

Markets. Journal of International Marketing. Vol. 8, No. 2, pp. 63-85.



Czinkota, M. and Ronkainen, I. (2001) International Marketing. 6th edition. Hartcourt Inc, Forth 
Worth, Texas.

Czinkota, M. (1982) Export Development Strategies. Praeger Publishers, New York.
Cyert, R. and March, J. (1963) A Behavioral Theory of the Firm. Prentice Hall. Englewood Cliffs 

(N.J.).
Davila, A., Foster, G. and Gupta, M. (2003) Venture Capital Financing and the Growth of Startup 

Firms. Journal of Business Venturing. Vol. 18, No. 6, pp. 689-708.
Dunning, J. (1988) Explaining International Production. Unwin Hyman, London.
Dunning, J. (1995) Reapprising the Eclectic Paradigm in an Age of Alliance Capitalism. Journal of 

International Business Studies. Vol. 26, No. 3, pp.461-491.
Eisenhardt, K. (1989) Building Theories from Case Study Research. Academy of Management Review, 

Vol. 14, No. 4, 532-550.
Ellis, P. (2000) Social Ties and Foreign Market Entry. Journal of International Business Studies. Vol. 

31, No. 3,pp. 443-469.
Eriksson, K., Johanson, J., Majkgård, A. and Sharma, D. (1997) Experiential Knowledge and Cost in 

the Internationalization Process. Journal of International Business Studies. Vol. 28, No. 2, pp. 337- 
360.

Fischer, E„ Reuber, R.A., Hababou, M., Johnson, W. and Lee, S. (1997) The Role of Socially 
Constructed Temporal Perspectives in the Emergence of Rapid-Growth Firms. Entrepreneurship: 
Theory and Practice. Vol. 22, No. 2, pp. 13-30.

Fischer, E. and Reuber, R.A. (2003) Support for Rapid-Growth Firms: A Comparison of the Views of 
Founders, Government Policymakers, and Private Sector Resource Providers. Journal of Small 
Business Management. Vol. 41, No. 4, pp.346-365.

Fletcher, R. (2001) A Holistic Approach to Internationalisation. International Business Review, Vol. 
10, No. 1, pp. 25-49.

Forsgren, M. (2002) The Concept of Learning in the Uppsala Interantionalization Process Model: A 
Critical Review. International Business Review, Vol. 11, No. 3, 257-277.

Gabrielsson, M. and Al-Obaidi, Z. (2004) Pricing Strategies of Bom Globals. Chapther in the Process 
of Internationalization Vol 11. (eds.) McDonald, F., Mayer, M. and Buck, T. Palgrave Macmillan- 
series of books, pp. 232-252.

Gabrielsson, M. and Gabrielsson, P. (2003) Global Marketing Strategies of Bom Globals and 
Globalising Internationals in the ICT Field. Journal of Euromarketing. Vol. 12, No. 3/4, pp. 123- 
145.

Gabrielsson, M., Kirpalani, M. and Luostarinen, R. (2002) Multiple Channel Strategies in the 
European Personal Computer Industry. Journal of International Marketing. Vol. 10, No. 3, pp. 73- 
96.

Gabrielsson, M., Sasi, V. and Darling, J. (2004) Finance Strategies of Rapidly-growing Finnish SMEs:
Bom Internationals and Bom Globals. European Business Review. Vol. 5, No. 6, Forthcoming. 

Gankema, H., Snuif, H. and Zwart, P. (2000) The Internationalization Process of Small and Medium
sized Enterprises: An Evaluation of Stage Theory. Journal of Small Business Management. Vol. 
38, No. 4, pp. 15-27.

Gripsrud, G. (1990) The Determinants of Export Decisions and Attitudes to a Distant Market: 
Norwegian Fishery Exports to Japan. Journal of International Business Studies. Vol. 21, No. 3, pp. 
469-486.

Gulati, R., Nohria, N. and Zaheer, A. (2000) Strategic Networks. Strategic Management Journal. Vol. 
21, No. 3, pp.203-215.

Harveston, P., Kedia, B. and Davis P. (2000). Internationalization of Bom Global and Gradual 
Globalizing Firms: The Impact of the Manager. Advances in Competitiveness Research. Indiana, 
Vol. 8, No. 1, pp. 92-99.



Hedlund, G. and Kvemeland, A. (1983) Are Entry Strategies for Foreign Markets Changing? The 
Case of Swedish Investments in Japan. Stockholm School of Economics.

Hite, J.M. and Hesterly, W.S. (2001) The Evolution of Firm Networks: From Emergence to Early 
Growth of the Firm. Strategic Management Journal. Vol. 22, No. 3, pp. 275-286.

Holmlund, M. and Kock, S. (1998) Relationships and the Internationalization of Finnish Small and 
Medium Sized Companies. International Small Business Journal. Vol. 16, No. 4, pp. 46-63.

Jennings, D.F, Artz, K„ Gillin, M.L. and Christodoulos, C. (2000) Determinants of Trust in Global 
Strategic Alliances: Amrad and the Australian Biomedical Industry. Competitiveness Review. Vol. 
10, No. 1, pp. 25-44.

Johanson, J. and Mattsson, L.G. (1988) Internationalization in Industrial Systems - a Network 
Approach. In Hood, N. and Vahlne, J. (eds.). Strategies in Global Competition. Groom Helm, 
London.

Johanson, J. and Vahlne, J.-E. (1977) The Internationalization Process of the Firm - A Model of 
Knowledge Development and Increasing Foreign Market Commitments. Journal of International 
Business Studies. Vol. 8, No. 1, pp. 23-32.

Johanson, J. and Vahlne, J.-E. (1990) The Mechanism of Internationalization. International Marketing 
Review. Vol. 7, No. 4, pp. 11-25.

Johanson, J. and Wiedersheim-Paul, F. (1975) The Internationalization of the Firm - Four Swedish 
Cases. Journal of Management Studies. Vol. 12, No. 3, pp. 305-322.

Jolly, V.K., Alahuhta, M. and Jeannet, J.P. (1991) Challenging the Incumbents: How High Technology 
Start-ups Compete Globally. IMD International Institute for Management Development, Working 
Paper Series WP 91-003.

Jones, M.V. (2001) Fist Steps in Internationalization - Concepts and Evidence from a Sample of Small 
High-technology Firms. Journal of International Management. Vol. 7, No. 3, pp. 191-210.

Karagozoglu, N. and Lindell, M. (1998) Internationalization of Small and Medium-sized Technology- 
based Firms: An Exploratory Study. Journal of Small Business Management. Vol. 36, No. 1, pp. 
44-59

Kirpalani, M and Luostarinen, R. (1999) Dynamics of Success of SMOPEC Firms in Global Markets. 
A paper prepared for the EIBA Annual Conference in Manchester Dec 12 - 14.

Knight, G.A. (2001) Entrepreneurship and Strategy in the International SME. Journal of International 
Management. Vol. 7, No. 3, pp. 155-171.

Knight, G and Cavusgil, T. (1996) The Bom Global Firm: A Challenge to Traditional 
Internationalization Theory. Advances in International Marketing, Vol.8, pp. 11-26.

Levitt, T. (1983) The Globalization of Markets. Harvard Business Review. Vol. 61, No. 3, pp. 92-101.
Luostarinen, R. (1979) Internationalization of the Firm. Helsinki School of Economics, Helsinki.
Luostarinen, R. (1994) Internationalization of Finnish Firms and their Response to Global 

Challenges, Research for Action. WIDER Report. The United Nations University/WIDER, Forssa.
Luostarinen, R. (2003) Internationalization and Globalization of Firm. Lecture Notes 26D011. 

Helsinki School of Economics, Helsinki.
Luostarinen, R. and Gabrielsson, M. (2001) Bom Globals of SMOPECS - What, Where, When, Why 

and How. A working paper submitted to the 27lh Annual Conference of the European International 
Business Academy in Paris, December 13-15.

Luostarinen, R. and Gabrielsson, M. (2004) Bom Globals of Small and Open Economies (SMOPECS) 
- A New Entrepreneurial Challenge. In Dana, L.P. (eds.) Handbook of Research on International 
Entrepreneurship, Edward Elgar, Cheltenham. Forthcoming June 2004.

Luostarinen, R.and Welch, L. (1990) International Business Operations. Kyriiri Oy, Helsinki.
Madsen, T. and Servais, P. (1997) The Internationalization of Bom Globals: An Evolutionary Process? 

International Business Review, Vol. 6, No. 6, pp. 561-83.



Majkgård, A. and Sharma, D (1999) The Born Internationals. Paper for the 5th Workshop in 
International Business and Nordic Workshop on Interorganizational Research, University of Vaasa, 
Finland.

McDougall, P., Covin, J., Robinson, R. and Herron, L. (1994) The Effects of Industry Growth and 
Strategic Breadth on New Venture Performance and Strategy Content. Strategic Management 
Journal, Vol. 15, No. 7, pp.537-554.

McDougall, P., Shane, S., and Oviatt, B. (1994) Explaining the Formation of International New 
Ventures: The Limits of Theories from International Business Research. Journal of Business 
Venturing, Vol. 9, No. 6, pp. 469-487.

McDougall, P. and Oviatt, B. (2000) International Entrepreneurship : The Intersection of Two 
Research Paths. Academy of Management Journal, Vol. 43, No. 5, pp.902-906.

Miles, M. B. and Huberman, M. A. (1984) Qualitative Data Analysis: A Sourcebook of New Methods. 
SAGE Publications Inc., Newbury Park.

Ministry of Transport and Communications Finland (2003) Finnish Telecommunications Policy. 
Programmes and Strategies 1/2003. Taittotalo Oy, Helsinki.

Moen, O. and Servais, P. (2002) Bom Global or Gradual Global? Examining the Export Behavior of 
Small and Medium-sized Enterprises. Journal of International Marketing, Chicago, Vol. 10, No 3, 
49-65.

Moen, O. (2002) The Bom Globals: A New Generation of Small European Exporters. International 
Marketing Review Vol. 19, No. 2, pp. 156-175.

Nummela, N. (2002) Case Study: Controlling the Growth of a ‘Bom Global’ Company: Blancco Ltd. 
Entreneurship and Innovation. Vol. Aug, pp. 221-226.

Ohmae, K. (1989a) The Global Logic of Strategic Alliances. Harvard Business Review. Vol. 67, No.
2, pp. 143-154.

Ohmae, K. (1989b) Managing in a Borderless World. Harvard Business Review. Vol. 67, No. 3, pp. 
152-161.

Oviatt, B. and McDougall, P. (1994) Toward a Theory of International New Ventures. Journal of 
International Business Studies, Vol. 25, No 1, PP 45-64.

Oviatt, B. and McDougall, P. (1997). Challenges for Internationalization Process Theory: The Case of 
International New Ventures. Management International Review, Vol. 37, Special Issue 2, pp. 85- 
99.

Perlmutter, H.V. (1969) The Tortuous Evolution of the Multinational Corporation. Columbia Journal 
of World Busines. Vol 4, No. 1, 9-18.

Porter, M. (1990) The Competitive Advantage of Nations. The Free Press. New York.
Porter, M. (1998) Clusters and the New Economics of Competition. Harvard Business Review. Vol. 

76, No. 6, pp. 77 - 90.
Prahalad and Hamel (1990) The Core Competence of the Corporation. Harvard Business Review. Vol. 

68, No. 3, pp. 79-91.
Prasad, S. (1999) Globalization of Smaller Firms: Field Notes on Processes. Small Business 

Economics. Vol. 13, No. 1, pp.1-7.
Preece, S.B., Miles, G. and Baetz, M.C. (1999) Explaining the International Intensity and Global 

Diversity of Early-stage Technology-based firms. Journal of Business Venturing. Vol. 14, No. 3, 
pp. 259-281.

Rasmussan, E. S., Madsen, T. K. and Evangelista, F. (2001) The Founding of the Bom Global 
Company in Denmark and Australia. Asia Pacific Journal of Marketing and Logistics. Vol. 13, No.
3, pp. 75-107.

Reid, S. (1983) Firm Internationalisation, Transaction Costs and Strategic Choice. International 
Marketing Review. Vol. 1, No. 2, pp. 44-56.



Reuber, R.A. and Fischer, E. (1997) The Influence of the Management Team’s International 
Experience on the Internationalisation Behaviors of SMEs. Journal of International Business 
Studies. Vol. 28, No. 4, pp. 807-825.

Reuber, R.A. and Fischer, E. (2002) Foreign Sales and Small Firm Growth: The Moderating Role of 
the Management Team. Entrepreneurship: Theory and Practice. Vol. 27, No. 1, pp. 29-45.

Rennie, M. (1993) Global Competitiveness: Bom Global. The McKinsey Quarterly, Vol. 4, pp. 45-52. 
Rugman, A. (1982) New Theories of the Multinational Enterprise. St. Martin’s Press, New York. 
Sharma, D. and Blomstermo, A. (2003) The Internationalisation Process of Bom Globals: A Network 

View. International Business Review. Vol. 12, No. 6, pp. 739-753.
Strandskov, J. (1986) Owards a New Approach for Studying the Internationalisation Process of Firms. 

Working Paper 4, Copenhagen School of Economics. In Buckley, P.J. and Ghauri, P.N. (1994) 
(eds.) The Internationalization of the Firm: A Reader, The Dryden Press, London.

Tiessen, J.H., Wright, R.W. and Tumer, I. (2001) A Model of E-commerce Use by Internationalising 
SMEs. Journal of International Management. Vol. 7, No.3 pp. 211-233.

Turnbull, P. (1987) A Challenge to the Stages Theory of the Internationalization Process. In Rosson, 
P.J. and Reid, S.D. (eds.) Managing Export Entry and Expansion: Concepts and Practice, Praeger, 
New York.

Vemon, R. (1966) International Investment and International Trade in the Product Cycle. Quarterly 
Journal of Economics. Vol. 80, pp. 190-207.

Welch, L. and Luostarinen, R. (1988) Internationalization - Evolution of a Concept. Journal of 
General Management. Vol. 14, No. 2, 34-55.

Welch, L. (1992) The Use of Alliances by Small Firms in Achieving Internationalization.
Scandinavian Business Review. Vol. 1, No. 2, pp. 21-37.

Williamson, O.E. (1975) Markets and Hierarchies, Analysis and Antitrust Implications : A Study in 
the Economics of Internal Organization. Free Press, New York.

Williamson, O.E. (1979) Transaction-cost Economics: The Governance of Contractual Relations.
Journal of Law and Economics. Vol. 22, No. 2, pp. 233-261.

Wolff, J. A. and Pett, T.L. (2000) Internationalization of Small Firms: An Examination of Export 
Competitive Patterns, Firm Size, and Export Performance. Journal of Small Business Management. 
Vol. 38, No. 2, pp. 34-47.

Yin, R. (1994) Case Study Research: Design and Methods. Sage Publications, Inc., Beverly Hills, 
California.

Yip, G. S. (1989) Global Strategy...In a World of Nations? Sloan Management Review. Vol. 31, No. 
l,pp. 29-41.

Yip, G. S. (2000) Global Strategy in the Internet Era? Business Strategy Review. Vol. 11, No. 4, pp. 1- 
14.

Yip, G.S, Biscarri, J.G, and Monti, J.A. (2000) The Role of the Internationalization Process in the 
Performance of Newly Nationalizing Firms. Journal of International Marketing. Vol. 8, No. 3, pp. 
6.

Yli-Renko, H., Autio, E. and Tontti, V. (2002) Social Capital, Knowledge, and the International 
Growth of Technology-based New Firms. International Business Review. Vol. 11, No. 3, pp. 279- 
304.

Zacharakis, A.L., Shepherd, D.A., Coombs, J.E. (2003) The Development of Venture-capital Backed 
Internet Companies. Journal of Business Venturing. Vol. 18, No. 2, pp. 217-231.

Zahra, S.A., Ireland, R.D. and Hitt, M.A. (2000) International Expansion by New Venture Firms: 
International Diversity, Mode of Market Entry, Technological Learning, and Performance. 
Academy of Management Journal. Vol. 43, No. 5, pp. 925-950.



Electronic sources:

ВВС. (2001) Charting the rise of Nokia. BBCi Business. Thursday, 23 August, 2001. 
http://news.hbc.co.Uk/2/hi/business/1505703.stm (accessed 20.11.2003).

ITU (International Telecommunication Union). (2001) Key Global Indicators for the World 
Telecommunication Service Sector 1991-2003. http://www.itu.int/ITU- 
D/ict/statistics/at glance/KevTelecom99.html (accessed 11.2.2004).



APPENDIX 1 - CASE INTERVIEWEES

NTERVIEWS
>ate Company Person Position
.12.2002 First Hop Oy Timo T. Laaksonen CEO
2.12.2002 WES Oy Mika Eriksson CEO & founder
3.12.2002 Add2Phone Eero Mertano CEO & founder
9.12.2002 Codetoys Oy Panu Mustonen VP of Business Development (a founder of Springtoys)
9.12.2002 Codetoys Oy Matti Hämäläinen CEO & founder

N FORMANTS 11М1ИИИ1И1Й111111ИИИ8И1111ИМ11И1^ШИИ81И8ИИ11ИИ1^ИИЯ
n addition to the case interviews the researcher has had anonymous informants representing venture capital companies, 
jovernment organizations, telecom operators, manufacturers, and IT companies, who have helped the researcher gain a 
»etter understanding of the Born Global phenomenon in the Finnish telecommunications industry.
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APPENDIX 3 - CASE INTERVIEW QUESTIONS

CASE INTERVIEW QUESTIONS
(A SUPPORT FORM FOR A SEMI-STRUCTURED INTERVIEW)

These questions are designed to be a support when conducting a semi-structured interview.
Some of these questions have already been covered in the FIBO questionnaire. For these questions the objective
is to clarify the answers if needed and to check out possible misunderstandings.

1. Product Strategy
• What products (i.e. physical product, know-how, systems, projects) the company has sold to foreign 

markets and in which chronological order? (QUESTIONNAIRE?)
• What has been the central innovation behind the company’s success?
• To which markets was the first product/product family designed in the first place? 

(QUESTIONNAIRE?)
• What makes the products of the company competitive in international markets compared to its 

(larger) competitors?
2. Operations Strategy

• What different international outward operations (from Finland to foreign country) has the company 
been using and in which chronological order?

• What different international inward operations (from foreign country to Finland) has the company 
been using and in which chronological order? (QUESTIONNAIRE?)

• What kind of international co-operation modes has the firm used and in which chronological order? 
(QUESTIONNAIRE?)

• Which areas (R&D, joint-manufacturing, marketing etc.) does the company value most in its 
international co-operation?

• What factors have been influencing the decisions of which co-operation modes to use?
3. Market Strategy

• In which order did the company enter foreign markets? (QUESTIONNAIRE?)
• What has been the basis on which the target market has been chosen?

• CLARIFY IF NEEDED: How important is the role of the business distance (“HOT- 
countries”) and other factors in choosing the markets to enter?

• CLARIFY IF NEEDED: How has the role of these different factors in choosing the target 
market been evolving over the last years?

• GO THROUGH THE SUPPORT TABLE/APPENDIX (What factors are important for your 
company when selecting the markets to enter in general and how have these been 
developing during last years)

• What role has the smallness of Finnish markets had in the internationalization of the firm 
(QUESTIONNAIRE)?

• How important has the role of domestic reference customers been (or domestic markets in general)
• Are there certain countries in the industry where the majority of new products are launched and/or 

where the most important customers and/or competitors are represented?
• In which Asian countries does the company have operations (own operations, indirect operations, 

customers, suppliers, partners) (QUESTIONNAIRE?)
• What has been the reason to enter (or not to enter) Asian markets? Has the basis on which the 

target market in Asia has been chosen varied from the basis markets have been chosen in other 
areas?

• What factors have been especially important in making decisions to enter (or not to enter) 
Asian markets (+ important/positive, - important/negative)

• Has the market strategy in Asia varied from strategies applied in other markets?
• If so, how and why?

• Have the experiences so far come up to expectations in Asian operations?
• Where the expectations have been exceeded and why?
• Where the expectations have not been met and why?

• Would you make different choices considering the Asian markets if those decisions were made 
now?

• Have you experienced de-internationalization and/or re-internationalization phases? 
(QUESTIONNAIRE?)

• If yes, why and in which countries? (QUESTIONNAIRE?)
• What is the relative importance of Asian markets for the company at the moment? - And how about 

after 5 years? Why?



4. Price Strategy
• Does the company have one global pricing strategy or do the prices vary across markets?

5. Distribution Strategy
• How has the company organized its distribution in international markets? Why has this strategy 

been seen as the best possible choice? Has this been different in Asia?
• If the type or number of distribution channels in different target countries has changed, what has 

been the reason for that change? Has this been different in Asia?
• What is the role of international channel partners, i.e. plain distributor or for example a supplier of 

value added services? Has this been different in Asia?
• What is the role of internet and e-business in distribution strategy (and in marketing strategy)? Has 

this been different in Asia?
6. Customer Strategy

• What are the customer segments of the company? Are they global or local? - Has this been 
different in Asia? Has this changed?

7. Advertisement/Branding Strategy
• What kind of brand strategy does the firm have? Product brand? Corporate brand? (i.e. local 

brands, one global brand and/or white label) Has this been different in Asia?
8. Personnel’s international experience and knowledge

• Education background and international experience of
• Entrepreneurs/founders
• Board of directors
• Other top management

• If international experience, from which countries?
• Had the entrepreneurs/founders international contacts in science (academic world) or in business 

before establishing a company?
• How much has the level/degree of international experience and contacts of the founders 

affected the international process (growth, pace, timing, choice of the target market and 
entry mode, success) of the firm?

9. Partner network
• What has been the role of academic/scientific organizations for the internationalization of the 

company?
• What has been the role of Finnish cluster companies for the internationalization of the company? 

(e.g. Nokia)
• Has this been different in Asia?

• What has been the role of international partner companies for the internationalization of the 
company? (e.g. HP, IBM, Oracle; Media houses)

• Has this been different in Asia?
• What has been the role of venture capitals/investors for the internationalization of the company?

• Has this been different in Asia?
• Have the partners had more than one role, I.e. have they been distributors, investors, end-users, 

competitors, co-operation partners at the same time?
• How much have the objectives and strategies of partners and investors affected the 

internationalization process of the firm? Has the company made decisions not optimum for them?
10. Financing

• What have been the most important modes of financing in the history of the company?
• How the use of funds has been changing during years?

11. Other
• Are there any other important issues considering the internationalization?



APPENDIX 4 - SUPPORT QUESTIONNAIRE FOR THE INTERVIEW - TARGET 
MARKET SELECTION

What factors have been important for your company when selecting the markets to 
enter in general and how this has changed during the last years?

IMPORTANCE

Significance
(1-5)

Increased Same Decreased

Business distance Physical distance
Cultural Distance
Economic Distance*

Industry characteristics
(Technological 
barriers/enablers, e.g. 
same/different standards)
Governmental actions
(De-regulation/regulation)

Role of the Partner 
companies
(e.g. contacts, 
strategies/objectives)
Role of the Customers
Role of the Investors
(e.g. contacts, 
strategies/objectives)
Wireless Market
Potential
(population, mobile 
phones, usage (ARPU)
“Pioneer” markets
(Advanced markets)
Network of the
founder/entrepreneur
(management)
Other reasons:

HOW THIS HAS CHANGED
*Population size, GNP, GNP growth, Infrastructure (telephones, newsprint consumption, energy 
consumption, steel consumption), Industrial activity

Differences in Asian markets
• Have there been any factors that have been especially important when selecting 

Asian markets to enter?



APPENDIX 5 - CROSS-CASE ANALYSES: THE IMPORTANCE OF 
INTERNATIONALIZATION FOR THE CASE COMPANIES

Table A 5.1 Importance of the Smallness of Domestic Markets to the Internationalization of the Company

The importance of the 
smallness of domestic 
markets to the 
internationalization of the 
company (to the use of 
international operations) AddZPhone Codetoys First Hop WES

very essential X X X X

essential

small importance

no importance

Table A 5.2 Growth Opportunities for the case Companies

If the company aims to 
grow, is it possible to 
increase revenues during 
the next five years...

llilllpilll i Ш ■

AddZPhone Codetoys First Hop WES

..only in domestic markets

..mostly in domestic 
markets, slightly in 
international markets
..as much in domestic and 
in international markets 
(50-50%)
..mostly in international 
markets, slightly in 
domestic markets X

..only in international 
markets X X X

Table A 5.3 Influence of International Operations on the Case Companies
(Note: First Hop's answers on questions 3 and 4 reflect short-term, not long-term, influence of international operations)

slitt?«

Inftienc® Øtt**. Л /irlODhAiMi VvCHÜvy» (•.„.i 1 Irin.rlfm пор

—------------ —

WES

„the growth of the 
company 5 5 4 5
..the continuity off the 
company 5 5 4 4
..the pro*Utility of the 
company 4 5 1 5
..the carrying capabllty 
over business cycles 4 5 1 5


