
University of Gävle 
 
Department of Business Administration and Economics 
 
Bachelorship Thesis C-level  

 
 
 
 
 

                                                                     
 

A Critical review of SME internationalization 

-through two Swedish/Chinese SMEs 
 

                                                                      
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Spring Semester 2009 
Author: Yunli Lu and Zhisheng Zhou 
Supervisor: Jonas kagstrom 



Acknowledgments 
We would like to thank some people that have helped us in several ways during the 
writing process of this thesis. 
 
Firstly, we would like to thank our supervisor Jonas.kagstrom University of Gavle, 
who has helped guiding us during the process. 
 
Secondly, we would like to thank, Henry Emond, the Marketing Manager of 
Kronosept AB from Sweden and several managers from Shantou Jinmao lighting 
electrical Co., Ltd. They are: Vice CEO and Production Manager Jin Yang, Human 
Resource Manager Zhengyun Liang, Marketing Manager Weimin Chen. We 
appreciate them for taking time to support and help us out with the material needed. 
Without their help this thesis would not have been possible to complete. 
 
Finally, we would like to thank all the friends that took their time to giving us 
necessary advices. 
 
 
Gavle 17th of May, 2009 
Yunli Lu and Zhisheng Zhou 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

 



Abstract 
Background 
The internationalization of SMEs can be expected to gain further momentum because 
the world economy is becoming increasingly integrated with continued declines in 
government-imposed barriers and continued advances in technology 
 
Purpose 
The purpose of this paper is to design a theoretical framework for the 
internationalization of Small and Medium Enterprises, research, analyst and discuss. 
 
Theoretical Framework  
We have created a model of the internationalization of SMEs which includes four 
elements: Resource, Mode of Entry, Competitor and Marketing. We believe they are 
primary considerations for the SMEs to develop foreign operation. 
 
Method 
We will use qualitative method in our research 
 
Conclusion 
Optimize the allocation of resources, suitable way to entry foreign market, determine 
own Competitive advantage, positioning, decision making and controlling. 
 
Keywords 
SMEs, Internationalization, Resource, Competition, Mode of Entry, Marketing 
Strategy 
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1. Introduction 

1.1 Background 

Small and medium enterprises (also SMEs, small and medium businesses, SMBs, and 
variations thereof) are companies whose headcount or turnover falls below certain 
limits. The abbreviation SME occurs commonly in the European Union and in 
international organizations, such as the World Bank, the United Nations and the WTO. 
The term small and medium-sized businesses or SMBs is predominantly used in the 
USA. Small and medium-sized enterprises (SMEs) represent over 90% of enterprises 
in most countries, worldwide. They are the driving force behind a large number of 
innovations and contribute to the growth of the national economy through 
employment creation, investments and exports.  
 
During the 1980s and 1990s, the concept and importance of the small and 
medium-sized enterprises (SMEs) started to become accepted world-wide. The 
importance of SMEs stems from a series of factors. Research suggests that SMEs are 
the major providers of new jobs and contribute positively to economic growth, 
although GDP growth is influenced by many more factors (Audretsch et al., 2002 D.B. 
Audretsch, A.R. Thurik, I. Verheul and A.R.M. Wennekers, Entrepreneurship: 
Determinants and policies in the new economy, Kluwer Academic Publishers, 
Boston/Dordrecht (2002).Audretsch, Thurik, Verheul, & Wennekers, 2002).The 
strategic importance of small and medium-sized enterprises (SMEs) in national 
economic development is widely recognized by many countries, developed and 
developing countries alike. (Moha Asri Abdullah, 1999)The internationalization of 
SMEs can be expected to gain further momentum because the world economy is 
becoming increasingly integrated with continued declines in government-imposed 
barriers and continued advances in technology (Jane W. Lu and Paul W. Beamish, 
2009). 
 

1.2 Research Question 

 
Small and Medium Enterprises become more and more active in the international 
business. As a result, many people began to do much research about the 
internationalization and performance of SME. This paper aims to discuss the 
internationalization of small and medium enterprises. Firstly we will outline some 
research questions we focus on and design a theoretic framework with some classical 
theories in each field. To follow with, we will introduce our methodology for this 
study, then some empirical finding on the SME performance, interview results and 
relevant research about SME will be presented. The following part would be some 
analyst and discussion of the findings. Finally we’ll make a conclusion for both our 
research question and what we had learned in this study. 
 

http://en.wikipedia.org/wiki/Company_(law)�
http://en.wikipedia.org/wiki/Turnover_(employment)�
http://en.wikipedia.org/wiki/European_Union�
http://en.wikipedia.org/wiki/World_Bank�
http://en.wikipedia.org/wiki/United_Nations�
http://en.wikipedia.org/wiki/WTO�
http://www.sciencedirect.com.webproxy.student.hig.se:2048/science?_ob=ArticleURL&_udi=B6V82-4F91YBN-1&_user=646769&_coverDate=04%2F30%2F2005&_alid=919008550&_rdoc=38&_fmt=high&_orig=search&_cdi=5858&_sort=r&_docanchor=&view=c&_ct=1215129&_acct=C000034761&_version=1&_urlVersion=0&_userid=646769&md5=24d7279e6021ae0a0dd4ec6a46b1cfc4#bbib2�
http://www.sciencedirect.com.webproxy.student.hig.se:2048/science?_ob=ArticleURL&_udi=B6V82-4F91YBN-1&_user=646769&_coverDate=04%2F30%2F2005&_alid=919008550&_rdoc=38&_fmt=full&_orig=search&_cdi=5858&_sort=r&_docanchor=&view=c&_ct=1215129&_acct=C000034761&_version=1&_urlVersion=0&_userid=646769&md5=d5f180c6374c015f5f878ff47068d000#bib2�


2 
 

The purpose of this paper is to have a critical review of SME internationalization. In 
that case, we try to or look into this topic by considering their actuality, performance, 
embarrassment and special strategies in the international market. In order to study this 
issues systematically, we outlined the main research questions of our paper are as 
follow: 
 
1) What are the opportunities and challenges for SMEs nowadays? 
2) Which mode of entry will SMEs probably choose when they are going into 
foreign market? 
3) What’s SMEs’ advantage and disadvantage in international business? And what’s 
the competing strategy? 
4) What are the internationalization marketing strategies for SMEs? 
 
According to these research questions, firstly, we create our own theory model. And 
then collect the necessary data according to the theory model. The answers for these 
questions and some further finding will be discussed in the analyst part. Also, our 
limitations in data collection process will be mentioned in 3.4 and 3.6. 

2. Theoretical Framework 

For the purpose of finding compatible theory frameworks to support our study, we 
read a lot of literatures and find few consensuses on what the dominant issues of the 
international business / marketing are. “Many methods and frameworks have been 
developed to analyze foreign markets and help companies identify opportunities and 
problems within a specific market, as well as provide a cross-country comparison.” 
(Doole and Lowe, 2004) Thus, for the research questions of this paper, we plan to 
explain the opportunities and challenge by analyzing the resource, and study the 
advantage and disadvantage from the part of competition. With some classic theories 
such as “Porter five forces analysis” (Michael E. Porter, 1979) and "marketing mix" 
(Neil H. Borden, 1946), we have created a model of the internationalization of SMEs 
(Figure 3.1) it includes four elements: Resource, Mode of Entry, Competitor and 
Marketing. We believe they are primary considerations for the SMEs to develop 
foreign operation. 
 

Resource
  

Mode of Entry 

Competition 

Marketing 

http://en.wikipedia.org/wiki/Michael_Porter�
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Figure 3.1: The Internationalization of SMEs 

 
 
 

2.1. Resource 

In an article < Foreign Market Analysis A case study of a Canadian SME in the men’s 
retail fashion industry> by Brooke Zanini and Caroline Pehrson (2008), we found 
some theory of defining “Resource”. Hollensen (2001), states that the company 
resources are the basic units of analysis and they contain all inputs into the business 
process, which is financial, technological, human and organizational resources. Grant 
(1991) agrees that resources can be seen as “inputs” into the production process and 
without it as inputs no production can take place; therefore it is the most essential 
essence for which firms exist. Amit and Shoemaker (1993, pp. 35) believe that 
“resources consist of know-how that can be traded, financial or physical assets, 
human capital, etc”. The author’s definition is in line with Barney (1991) definition, 
where resources are defined as all assets, capabilities, organizational process and 
information that the company control in order to apply the strategy that will improve 
its efficiency.  
 
Among all of these theories, Barney (1991) goes further by stating that there are three 
kinds of resources, and they are categorized as physical capital resources, human 
capital resources and organizational capital resources. He believes once these 
resources have to be valuable, rare, inimitable and non-substitutable, they will become 
the power for a company to gain a competitive advantage. In our opinions, for the 
SMEs which are willing to entry foreign markets, maximizing and developing the 
value of exiting resource is an important part in their strategy.  
 
In this paper, we also study the “Resource” part by defining them into physical capital 
resources, human capital resources and organizational capital resources. The physical 
capital resources mean product facility, technology, financial and material etc. Human 
resource can be thing as skills, experience and knowledge in the employee as well as 
in the organization culture. At last, we define the organizational capital resources to 
be the control system and relationship in both the internal and external environment of 
the company, for example, management, network, Public Relations. 
 
As the guideline to maximizing and developing the value of exiting resource, here 
we’ll introduce a famous theory: The resource-based view (RBV). It is an economic 
tool used to determine the strategic resources available to a firm. The fundamental 
principle of the RBV is that the basis for a competitive advantage of a firm lies 
primarily in the application of the bundle of valuable resources at the firm’s disposal 
(Wernerfelt, 1984, p172; Rumelt, 1984, p557-558).  
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The key points of the theory are: 
1) Identify the firm’s potential key resources.  
2) Evaluate whether these resources fulfill the following (VRIN) criteria:  
 
Valuable - A resource must enable a firm to employ a value-creating strategy, by 
either outperforming its competitors or reduce its own weaknesses (Barney, 1991, p99; 
Amit and Shoemaker, 1993, p36).  
 
Rare - To be of value, a resource must be by definition rare. In a perfectly competitive 
strategic factor market for a resource, the price of the resource will be a reflection of 
the expected discounted future above-average returns (Barney, 1986a, p1232-1233; 
Dierickx and Cool, 1989, p1504; Barney, 1991, p100).  
 
In-imitable - If a valuable resource is controlled by only one firm it could be a source 
of a competitive advantage (Barney, 1991, p107). This advantage could be sustainable 
if competitors are not able to duplicate this strategic asset perfectly (Peteraf, 1993, 
p183; Barney, 1986b, p658).  
 
Non-substitutable - Even if a resource is rare, potentially value-creating and 
imperfectly imitable, an equally important aspect is lack of substitutability (Dierickx 
and Cool, 1989, p1509; Barney, 1991, p111). If competitors are able to counter the 
firm’s value-creating strategy with a substitute, prices are driven down to the point 
that the price equals the discounted future rents (Barney, 1986a, p1233; Conner, 1991, 
p137), resulting in zero economic profits.  
 
3) Care for and protect resources that possess these evaluations because doing so 
can improve organizational performance (Crook, Ketchen, Combs, and Todd, 2008).  
The characteristics mentioned under 2 are individually necessary, but not sufficient 
conditions for a sustained competitive advantage (Dierickx and Cool, 1989, p1506; 
Priem and Butler, 2001a, p25). Within the framework of the resource-based view, the 
chain is as strong as its weakest link and therefore dependent on the resource 
displaying each of the four characteristics to be a possible source of a sustainable 
competitive advantage (Barney, 1991, 105-107). 

2.2. Mode of Entry 

In 2009, Emmanuel O. Nnagbo explained the types of entry mode expressly in his 
article < Change of Entry mode ‐A Case study of Swedish retail firm in the United 
Arab Emirate >.Once a firm has decided to enter to a foreign market, question arises 
as the best mode to enter the market. Firms can either use exporting, licensing, 
franchising, joint venture or sole ownership to enter to foreign markets. (Hill, 2000). 
Root (1994) classified licensing and franchising as a contractual mode, sole 
ownership and joint venture as an investment mode, and export as an exporting mode  
 
1. Exporting  
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Export entry mode differs from other entry modes in the sense that company’s final or 
intermediate product manufactured in domestic market or elsewhere is transferred to 
the target market Root (1994). It is channel through which firm gets fairly regular 
information about sale influencing factors Johanson & Weidersheim (1975). 
2. Licensing  
According to Root (1994) licensing agreement is an arrangement whereby a company 
transfers to foreign entity (i.e. another company) for a defined period of time the right 
to use its industrial property (such as patents, know-how, trademarks) in return for 
royalty. It is generally viewed as a supplement to exporting or manufacturing. 
Licensing are most apparent , when import restrictions forbid other means of entry , 
when country is sensitive to foreign ownership or when firm wants to protects patents 
and trademarks against cancellation. Licensing is adopted as an alternative entry mode 
when foreign markets are too risky or small or when firms has limited resources or 
experience of operating with exporting and manufacturing mode (Welch, 1984). 
3. Franchising  
Franchising is the cornerstone of international market expansion strategy for retail 
firms. Retailers franchised their brand and store concept in return of franchisee fee 
and margin on any product sold within the store Doherty (2006). Franchising mode is 
rapid growing form of licensing. The only different between franchising and licensing, 
according to Root (1994) is that the terms of contract or arrangements in franchising 
tends to be permanent while that of licensing exists for a given period of time. In 
franchising mode, the franchisee provides market knowledge, capital and personal 
involvement in management. The combination of both skills permits flexibility in 
dealing with local market condition and also provides the parents company with 
reasonable degree of control. 
4. Joint venture  
Joint venture is an arrangement whereby a firm shares an equity and business control 
with host country’s partner (Taylor et al.,1999). Joint venture is a less risky way of 
entering to a market with high legal and cultural barrier.  
5. Sole ownership  
An alternative entry mode open to international firms is to fully owned production 
facilities in the target market (Root, 1994). In this form of entry, firms owns 100 
percent equity stake of the operation. Full ownership can involve either setting up a 
new operation in the foreign market or acquiring an established foreign firm. Unlike 
franchising and licensing, full ownership mode reduces the risk of losing control over 
firm competence, provides tighter control over foreign market operation. It is the most 
expensive and risky mode of entry. Full ownership is however required when cost 
pressure is intense (Hill, 2000). 

2.3. Competition 

In this section, we are going to describe the competition SMEs probably meet in their 
internationalization by using “Porter five forces analysis” (Michael E. Porter, 1979), 
which is introduced by Wikipedia, the Free Encyclopedia as followed: 
 

http://en.wikipedia.org/wiki/Michael_Porter�
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 The threat of substitute products. The existence of close substitute products 
increases the propensity of customers to switch to alternatives in response to price 
increases (high elasticity of demand). 
 The threat of the entry of new competitors. Profitable markets that yield high 
returns will draw firms. This results in many new entrants, which will effectively 
decrease profitability. Unless the entry of new firms can be blocked by incumbents, 
the profit rate will fall towards a competitive level (perfect competition). 
 The intensity of competitive rivalry. For most industries, this is the major 
determinant of the competitiveness of the industry. Sometimes rivals compete 
aggressively and sometimes rivals compete in non-price dimensions such as 
innovation, marketing, etc. 
 The bargaining power of customers. It also described as the market of outputs. 
The ability of customers to put the firm under pressure and it also affects the 
customer's sensitivity to price changes. 
  The bargaining power of 
suppliers. It also described as market 
of inputs. Suppliers of raw materials, 
components, labor, and services (such 
as expertise) to the firm can be a 
source of power over the firm. 
Suppliers may refuse to work with the 
firm, or e.g. charge excessively high 
prices for unique resources. 
 
According to Michael E. Porter, the 
five forces model should be used at the 
industry level; it is not designed to be used at the industry group or industry sector 
level. An industry is defined at a lower, more basic level: a market in which similar or 
closely related products and/or services are sold to buyers. Firms that compete in a 
single industry should develop, at a minimum, one five forces analysis for its industry. 
In this paper, the companies we interviewing and studying fits for the qualification of 
“industry level”, so we believe Porter’s five force theory could be used for our study. 
 
Porter makes clear that for diversified companies, the first fundamental issue in 
corporate strategy is the selection of industries (lines of business) in which the 
company should compete; and each line of business should develop its own, 
industry-specific, five forces analysis. Porter had also described a category scheme 
consisting of three general types of strategies that are commonly used by businesses 
to achieve and maintain competitive advantage. They are: 
 
 Cost Leadership Strategy. This strategy usually requires a considerable market 
share advantage or preferential access to raw materials, components, labor, or some 
other important input. Without one or more of these advantages, the strategy can 
easily be mimicked by competitors. Successful implementation also benefits from: 

http://en.wikipedia.org/wiki/Elasticity_of_demand�
http://en.wikipedia.org/wiki/Perfect_competition�
http://en.wikipedia.org/wiki/Michael_E._Porter�
http://en.wikipedia.org/wiki/Michael_E._Porter�
http://en.wikipedia.org/wiki/Corporate_strategy�
http://en.wikipedia.org/wiki/Michael_Porter�
http://en.wikipedia.org/wiki/Strategic_planning�
http://en.wikipedia.org/wiki/Competitive_advantage�
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Process engineering skills, products designed for ease of manufacture, sustained 
access to inexpensive capital, close supervision of labor, tight cost control and 
incentives based on quantitative targets.  
 Differentiation Strategy.

 

 Differentiation is aimed at the broad market that 
involves the creation of a product or services that is perceived throughout its industry 
as unique. The company or business unit may then charge a premium for its product. 
This specialty can be associated with design, brand image, technology, features, 
dealers, network, or customers’ service. Differentiation is a viable strategy for earning 
above average returns in a specific business because the resulting brand loyalty lowers 
customers' sensitivity to price 

Focus Strategy. target 
markets

 In this strategy the firm concentrates on a select few 
. It is also called a segmentation strategy or niche strategy. It is hoped that by 

focusing your marketing efforts on one or two narrow market segments and tailoring 
your marketing mix to these specialized markets, you can better meet the needs of that 
target market. The firm typically looks to gain a competitive advantage through 
product innovation and/or brand marketing rather than efficiency. It is most suitable 
for relatively small firms but can be used by any company. A focus strategy should 
target market segments that are less vulnerable to substitutes or where a competition 
is weakest to earn above-average return on investment 

2

The Marketing Mix in international business 
 

.3. Marketing  

Neil H. Borden published his 1964 article, The Concept of the Marketing Mix. The 
term "marketing mix" became popularized after Borden began using the term in his 
teaching in the late 1940's after James Culliton 
had described the marketing manager as a 
"mixer of ingredients". The combination of 
marketing decisions including product, price, 
place, and promotion is known as the marketing 
mix, or the 4ps of marketing. The ingredients in 
Borden marketing mix included product, 
planning, pricing, branding, distribution 
channels, personal selling, advertising, 
promotions, packaging, display, servicing, 
physical handling, and fact finding and analysis.  
 
These 4ps are the parameters that the marketing manager can control, subject to the 
internal and external constraints of the marketing environment. The goal is to make 
decisions that center the 4ps on the customers in the target market in order to create 
perceived value and generate a positive response. Broadly defined, optimizing the 
marketing mix is the primary responsibility of marketing. By offering the product 
with the right combination of the four Ps marketers can improve their results and 

http://en.wikipedia.org/wiki/Target_market�
http://en.wikipedia.org/wiki/Target_market�
http://en.wikipedia.org/wiki/Target_market�
http://en.wikipedia.org/wiki/Marketing_mix�
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marketing effectiveness. Making small changes in the marketing mix is typically 
considered to be a tactical change. 
 
Brooke Zanini and Caroline Pehrson (2008) introduced the four elements of 
Marketing Mix in international business mostly by using the literature < International 
Marketing Strategy > of Doole and Lowe (2004). Here we’ll use some of their idea to 
explain the International Marketing Mix. 
 

2.3.1. Product 

When internationalizing, retailers must consider the opportunities and challenges the 
foreign market poses, as well as the consumers demand for the product. Satisfying the 
demands of the market is the primary objective in doing business where success is 
measured on whether the product offered is suitable and accepted in the marketplace 
(Doole and Lowe, 2004). The meaning and value of psychological attributes of a 
product can vary among cultures and can be perceived as positive or negative 
(Caterora and Graham, 2003). 
 
Doole & Lowe (2004) explain that there are three important aspects to consider when 
introducing a new product to a foreign market. They are: product benefit, product 
attributes and marketing support services. Product benefits are the elements, such as 
the product image and performance, which are perceived to meet the consumers need 
and satisfaction. Product attributes are such elements as branding, packaging, features, 
design and the quality of the product. The third aspect to consider in product offering 
is marketing support services which are the added elements to the core product 
providing additional satisfaction through delivery, guarantees and after-sale services 
(Doole and Lowe, 2004). 

2.3.2 Price 

Fluctuations in exchange rates, accelerating inflation in certain countries, and the use 
of alternative payment methods all contribute to the complexity of international 
pricing strategies. Pricing strategies are also heavily influenced on the perceived value 
of the products and by the local competition that exists in the international markets. 
(Doole and Lowe, 2004) The main factors to consider in international pricing are 
defined by Terpstra and Sarathy (2000) as company and product factors, market 
factors and environmental factors. The most critical of the factors discussed in 
developing a pricing strategy is how the customers and competitors will respond 
(Doole and Lowe, 2004).  
 
Doole and Lowe (2004) define a number of factors which influence the sensitivity of 
customers to prices and how customer perceptions and purchasing behavior are 
defined as most important in setting prices. The factors where customers are more 
understanding of the price of a product, “price sensitivity”, are in cases where: 1) The 
more the distinctive the product is 2) The greater the perceived quality of the product 
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is 3) The less aware consumers are of substitutes in the market for a particular product 
is 4) If it is difficult to make comparisons between the product and other products 5) 
If the price of a product represents a small proportion of total expenditure of the 
customer 6) As the perceived benefit of the product increases 7) If the product is used 
in association with a product bought previously 8) If costs are shared with other 
parties 9) If the product cannot be stored. The income level of a country’s population 
is another market aspect to be considered where demand elasticity may vary greatly as 
a result of income and price levels (Jeannet and Hennessey, 1995). 

2.3.3 Promotion 

The promotional mix includes all of the various ways to promote a product through 
international communications. Traditional methods of communications include 
personal selling, advertising, sponsorship, sales and public relations. In all cases, it is 
important that the promotional mix is adjusted to fit the international environment, 
given the geographical and cultural differences of the company from the foreign 
market (Jeannet and Hennessey, 1995). 
 
Promotional objectives involve the question of what the firm hopes to achieve with a 
campaign—“increasing profits” is too vague an objective, since this has to be 
achieved through some intermediate outcome (such as increasing market share, which 
in turn is achieved by some change in consumers which cause them to buy 
more).  Some common objectives that firms may hold are: Awareness, trial, attitude 
toward the product and temporary sales increasing.  (Lars Perner, 2008) 

2.3.4. Place  

Place in the marketing mix refers mainly to distribution channels and getting the 
product to the consumer. Companies can own their own ways of distribution, can deal 
only with the most important customers, or can rely on other companies to perform 
distribution services for their products. Managing foreign channels of distribution is 
the key in gaining a competitive advantage and in order to be successful, a company 
must effectively administer an integrated supply chain within the foreign market and 
across international borders. Selecting a distribution strategy is a critical decision 
within the marketing mix as it affects all other aspects of the international marketing 
strategy. The distribution channel selected must be flexible enough to adapt to 
long-term market developments as well as be effective in the foreign market (Doole 
and Lowe, 2004) 
 
In selecting a distribution channel, a company must evaluate how much control it 
wants to have over how the product is marketed. With the use of intermediaries, loss 
of some control is guaranteed where an intermediary is typically responsible for 
carrying inventory, generating demand and sales, physical distribution, and after-sales 
services. In addition, the more intermediaries involved in getting a product to the 
customer, the less control the supplier has on the flow of the product and the way it is 
presented to the customer. In addition, a company can select to distribute its product 

http://www.larsperner.com/�
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through a company-owned sales force providing a higher degree of control in 
international markets (Hollensen, 2001). Higher exit costs and an increased exposure 
to unexpected market changes in the host country are also risks in developing a 
company-owned sales force (Doole and Lowe, 2004). In either decision of 
distribution, a major trade-off is required between the control of international 
marketing efforts and the desire to minimize resource commitment costs (Hollensen, 
2001). 
 

3. Methodology 

3.1 Research Problems 

Our thesis aims to analyze the opportunities and challenges which the SMEs facing. 
What’s more, through comparing the strength and weakness in different SMEs, we try 
to find out the proper marketing strategies for SMEs to go international. 

3.2 Choice of Research Method 

When it comes to investigation information the two different methods to choose are 
quantitative and/or qualitative method. To be able to provide the best and most 
valuable result choosing the strategy that is most suitable for the study is very 
important (Jacobsen, 2002).We will use qualitative method in our research. 

3.3 Research Strategy 

When comes to the research a strategy in study, there are five major ones: case study, 
experiment, survey, histories and analysis of archival information. Given the purposes 
of this article is to find out the suitable marketing strategy for SMEs to go 
international, the structure of collecting the data is based on two case studies: one is 
Chinese SME and the other is Swedish company. The Chinese company: Shantou 
Jinmao lighting electrical Co .Ltd. Jinmao a Small to Medium Sized Enterprise that 
operates in the automobile lighting industry where it produces auto bulbs. It was 
founded 19 years ago, and it has been doing foreign trade with Germany, Japan, 
Indonesia, Philippines and Thailand since 2004. In 2008, the production capacity of 
auto bulbs has already exceeded 200,000,000. It is the largest automobile lighting 
company in east Guangdong area. Because of its great success in the domestic market 
and the Germany market, the company has recently acknowledged an opportunity to 
develop further and grow even more internationally. The company is a perfect 
example of the Chinese SME that is looking forward to internationalize into a new 
market.  
 
The other sample is a Swedish company; Kronosept AB. Kronosept AB is a family 
concern in its third generation, already established in 1947. Kronosept AB has been 
making high-quality Feminine Hygiene Products for half a century and also doing 
business in foreign markets like: UK, Portugal, Spain, Norway, Finland etc. Their 
products are sold both under the Kronosept brand name and as private labels. They 
are looking for a company to represent them in the market, import, warehousing, sales 
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and marketing activities. They were open to discuss the type of co-operation, as 
agents, joint venture etc. This is a good case of Swedish SME which is preparing for 
further internationalization. 

3.4 Data collection ------Primary and secondary data 

In order to collect all the information for a study, most authors combine primary and 
secondary data. Secondary data is information and material collected by other people, 
for example, articles, books and internet, magazines. Primary data is when the 
researcher collects the data on his/her own, and go directly to the primary source. 
Primary data can be collected through observations, surveys and interviews (Yin, 
1994). Our study used a combination of the two in order to fulfill the purpose of the 
study. Most the research was done on how Swedish and Chinese SMEs go 
international, and also what are the common strategies for SMEs go international.  
We collect secondary data through books, internet, magazines, which use as 
theoretical framework and empirical chapter. The secondary data helps the 
researchers to receive the general information of export firms worldwide, for example, 
export product, state of development, the trend of foreign trade, international 
marketing strategies. And we would focus on Swedish and Chinese SMEs’ foreign 
trade situation. 
 
The primary data was collected through internet interviews with the case companies, 
Shantou Jinmao lighting electrical Co .Ltd and Kronosept AB, which has good 
foreign trade experience and also small and medium company. According to the SME 
standard made by SEB and Swedish trade council, the firm with less than 100 
employees is a small firm. The firm with 100 to 500 employees is a medium firm and 
the number of employees exceed 500 is a large firm. Then we found the number of 
employees of Kronosept AB is between 11 and 50. So Kronosept AB fits Swedish 
SME standard. On the other hand, according to the National Statistics Department 
criteria, the classification of small, medium and large enterprises of industrial 
company is as follows :( see Chart 3.4) 
 

Type Index name Large Medium Small 

Industrial 
enterprise 

Number of Employees  => 2000  <300-2000 <300  
Sales(10,000 CNY) =>30000 <3000-30000  <3000  
Total value(10,000 CNY) =>40000  <4000-40000 <4000  

Chart 3.4 
 
Then, according the information given by the interviewee, the Chinese company has 
about 500 people, which more than 300 and less than 3000, so we determine it is a 
medium size firm. The primary data collected was then used in the empirical chapter 
and the analysis chapter of the thesis. The purpose of the interview is to find out more 
about information of the company’s resources, competence, modes of entry and the 
4Ps (price, product, place and promotion). Also, the study will also take into 
consideration the customers, competition and laws of the domestic and foreign market. 
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The interview guideline has been stated in the survey for convenience the 
interviewees and also hope to they could provide us with the needed answers. In order 
to gather information from Kronosept AB, we have sent the questionnaire to Henry 
Emond, who is a marketing manager of Kronosept AB, because the respondent was 
not situated locally. On the other hand, since the Chinese are reluctant to tell company 
information to the people they don’t know---even it just for research not for business, 
but they just often hold suspicious mind to the strangers. Therefore, in order to ensure 
the quality of the interview answers, we have designed another questionnaire for 
Shantou Jinmao lighting electrical Co .Ltd, This questionnaire, as the former 
questionnaire, is also based on the theories used in the theoretical framework chapter, 
which is focus on company resource, competence, modes of entry and the 4Ps.But we 
just make more questions for each part, which would guarantee we could get 
necessary information needed in some degree. Then we divided the questionnaire into 
five parts for different departments of the firm: Production Procurement department, 
Human Resources department, financial department, Marketing department and the 
Management section. (Vice CEO of the firm).After that we sent questionnaires to the 
employees in those six departments mentioned above. 

3.5 Data Analysis 

After primary data and secondary data collection, we would working on the data 
analyze. Examining, categorizing and recombining the evidences in order to find out 
the purpose of the study is what data analysis consist of (Yin, 1994). According to 
Yin (1994) every researcher should start with a general analytic strategy and priorities 
what to analyze and why. Furthermore the author states that most used strategy among 
researchers is to follow the theory that lead to the case study (Yin, 1994).Therefore, 
we developed our own model of SMEs go international, and then conducted our case 
study afterwards. 
 
Finally, we have used the pattern-matching logic, which is mentioned by Yin. This 
logic compares the empirical data based on the pattern with a predicted one, and if the 
patterns match the result will strengthen the validity (Yin, 1994) 

3.6 Validity and Reliability 

As Jacobsen (2002) mentioned before, the empirical material has to be effective and 
relevant (valid), at the same time credible and trustworthy (reliable). 

3.6.1. Validity 

According to Johnson (2004) the validity involves the association between the 
measure and what is supposed to be measured. In this study the validity of the 
information is strongly dependent on the sources, since majority or the data is 
collected through different references. The researchers are going to be critical towards 
all the information. According to Yin (1994) there are three different tests that can be 
used to determine the quality of the case study, and these are construct validity, 
internal validity and external validity. Multiple sources should be used to enhance the 
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construct validity, and in the study the researchers collected data through 
documentation and interviews. Because the interviewees answered the questions by 
typing it on the questionnaires and emailed back to us, there should be no information 
losing during the interview process. What’s more for enhancing the validity of the 
answers, the researchers made sure that the interviewees are reliable which are 
playing the leading roles in the study. The Chinese people characters are also taken 
into account in this study. Since the Chinese are reluctant to tell company information 
to the people they don’t know---even it just for research not for business, but they just 
often hold suspicious mind to the strangers. Then sent the redesigned questionnaires 
to the leaders of the six different departments, and thus enhance the validity of the 
result. According to Yin (1994) the external validity is dependent on if the results of a 
case study can be generalized or not, and since the study is a two-case study, the 
external validity is fairly low. 

3.6.2. Reliability 

When doing the interview with the Chinese company, we translated English into 
Chinese since the mother tongue of the respondents was Chinese. This decreased the 
risk of misunderstanding during the interview, but since the interviews were translated 
into English the reliability may have some tiny differences. 
 

4．Empirical Study 

/This chapter presents the general performance of SMEs, findings of Shantou 
Jinmao lighting electrical Co., Ltd and Kronosept AB, which we focus on company 
resource, mode of entry, competition and marketing strategy. In addition, we will 
outline the SMEs’ international trading development status in China, Sweden and 
worldwide. Some strategies for SMEs go international also stated in this part. All of 
the findings based on the theoretical framework./ 
 

4.1. Performance of SMEs 

Generally, the large, resource-rich companies are considered to be dominant in the 
international business. However, in recent years, the small and medium firms are 
shapely emerging in a large number and active in the international business. 
According to the statistics from the Organization for Economic Cooperation and 
Development, SMEs account for over 95% of businesses, create roughly 50% of total 
value added worldwide and, depending on the country, generate between 60% and 
90% of all new jobs (OECD, 2009). The Organization for Economic Cooperation and 
Development (OECD) notes that SMEs now account for about a quarter of exports in 
most industrialized nations. We can see Internationally-active SMEs are emerging in 
notably large numbers throughout the world, and acting as key agents of employment, 
innovation and growth. The future of SMEs is considered to be promise as the world 
economy is becoming increasingly integrated with continued declines in 
government-imposed barriers and continued advances in technology 
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4.2. Company 

This section presents an overview of the company Kronosept AB and Shantou Jinmao 
lighting electrical Co. Ltd, We will also conclude the findings of their resources, 
competence, modes of entry and the marketing strategies based on the marketing mix. 
 

4.2.1 Overview of Kronosept AB and Shantou Jinmao lighting electrical Co. Ltd  

Kronosept AB is a family concern in its third generation, already established in 1947. 
The company´s modern factory situated in the south of Sweden, which is not far from 
Copenhagen, Denmark. Its products sold both under the Kronosept brand name and as 
private labels. They are now doing business in foreign markets like UK, Portugal, 
Spain, Norway, and Finland etc. What’s more, they design and make machines for the 
manufacture of Feminine Hygiene Products. This means that they can be very flexible 
in customizing products to meet your specific needs. Nowadays, they cooperate with a 
large number of customers and probably have just the product, which the customers 
want to sell under their own private label. 
 
Jinmao Electric Light Source Industrial Co., Ltd, which founded in 1990. It has been 
the largest automotive lighting company in eastern region of Guangdong Province and 
it has been doing foreign trade with Germany, Japan, Indonesia, Philippines, and 
Thailand since 2004. In 2004, Jinmao through ISO9001: 2000 quality system 
certification. Meanwhile, it won the certification offered by the German KBA 
transport department, which is the only one company within the industry in China. In 
2006, Jinmao began to use international most advanced ERP software management 
system, which is a leading card of creating a digital management style in the small 
and medium-sized enterprises. From 2007, it started cooperating with the world's top 
500 enterprises and embarking on the fast track of standardized management. Until 
2008, the annual production capacity of automotive lighting has exceeded 200 million. 
What’s more, it won the "Best Supplier Award" of Philips Group in the same year.  

4.2.2．Resources 

First, the domestic market is not big enough of Kronosept AB. “Since Sweden is such 
a small market with limited number of big customers, we have always tried to find 
export customers. To survive and be able to run an effective production it’s absolutely 
necessary for us to export” mentioned by the Henry Emond, marketing manager of 
Kronosept AB. Fortunately, Kronosept AB has its geography advantage. Kronosept 
AB is located in Eslöv, south of Sweden and not far from Copenhagen in Denmark, In 
1858 a station on the main line between Stockholm and Malmö was opened. In the 
1860's more railways were built and Eslöv became a junction with lines in six 
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different directions Trade flourished around the new station and eventually it also 
attracted industrial establishments. Some of them are famous, such as Procordia Food 
AB (formerly Felix AB). The medicine Salubrin invented in Eslöv. Several other big 
companies have also had their main offices in the town. Concerning expend foreign 
market, Kronosept AB was in great need of updating their production equipment so 
that to keep up competitiveness. Because old fashion products often sold at lower 
prices, it would be better and more interesting for the company to provide customers 
with the latest product range Moreover, for human resource, Henry mentioned, the 
company has already hired professionals to deal with the international business. 
However, if from scratch, the staffs who know other languages, international banking, 
international cultures and so on. Regarding channel resource, the company always 
tries to have their own direct contacts, since agents are too expensive for their type of 
products. Many customers do not like dealing with agents, since they know that they 
have to pay for it. Finally, the manager claimed that more capital needed if the 
company wants to increase turnover. There are longer credits in the south of EU, 90 
days, instead of 30 days in Sweden. The support of you bank is needed, which may be 
difficult today. Nevertheless, if it is good customers and sound business, the bank will 
offer help to the company.  
 
The Chinese company Shantou Jinmao lighting electrical Co. Ltd’s physical location 
is not good enough and that cause higher logistic cost. But the company concentrates 
on lower the production cost, and it has been adopting advanced technology, 
appliances all along. From 2007, it started cooperating with the world's top 500 
enterprises and embarking on the fast track of standardized management. Until 2008, 
the annual production capacity of automotive lighting has exceeded 200 million. 
Therefore, the products have strong market competitiveness and high service 
reputation. It won the "Best Supplier Award" of Philips Group in 2008.The 
production capacity becomes the company’s weapon to solve the company resource 
problem. According to the Weiming Chen, marketing manager of the company, he 
mentioned, the biggest problem of the company is the high price of raw material. 
Jinmao is not a big company, which has tight funding plan. If the company loss its 
control on the product cost, the marketing department would impossible, occupy the 
market by using low price strategy. Regarding the financial resource of the company, 
the company all invested by the boss, which means it is a private firm. In addition, the 
company is a all-equity firm, because the boss follows the conservative fiscal line and 
he did not lend one RMB from the bank. Since the financial crisis occurred in USA, 
the company have been considering to purchase the American firm so that to promote 
their brand. Still the company is not going to borrow the money from banks, at least 
the boss now not considering this. In addition, the resent financial crisis not shows 
obliviously negative effects towards the company financial resources, because when 
other firms borrowed money from the bank, the company saved money and when 
other firms cut off employees, the company expands the recruitment. The company 
also enhanced the employees negotiation skills so that to promote the price, and thus 
can avoid losses from changes in the exchange rate. What’s more, different from the 
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Swedish firm, this Chinese firm has big domestic market; they can stimulate domestic 
demand to make up the losses due to the decline in foreign trade. About the HR, 
according to Mr liang, manager of human resource department, he claimed that 
because the company used to just focus on reduce the cost and enhance productivity, 
and thus they hire most of the people who are just finish middle or high school. But 
now in order to keep the sustainable growth of the company, they are embarking on 
hiring more professional employees and senior technological Administrative staffs. 
Although the salary of Chinese employees is raising day by day, the HR manager 
thought the quality of the labor force also enhance at the same time. For example, the 
administrative staffs used to graduate from high school or Junior college but now they 
are all with Bachelor degree. However the main problem of the human resource is 
how to keep the employees stay in the company.  
Finally, since the company has been doing foreign trade for years, it has some fixed 
major clients, which is the valuable customer resource for them. Also they have their 
own channel (The vice manager reject to tell us their channel)  

4.2.3. Competence 

Comparing with the big brands, Kronosept AB can be more flexible in their 
production so that to offer more alternatives for the small and mid-size customers. 
However, the company has to cope with the higher costs for raw material than big 
competitors, who are buying larger volumes. It is interesting to note that, the main 
competitors of the firm are not the big brand, but other big companies producing for 
the “private label “market. so nowadays. Its products sold both under the Kronosept 
brand name and as private labels.  To compare with big brands, Shantou jinmao 
lighting electrical Co. Ltd has lower production cost, products with stronger 
competitiveness in the market and got the good service reputation. This is all because 
they have been working on enhancing production capacity.” We focus on the 
implementation of production management, pay attention to the details, optimize the 
production process and reducing production costs” said by the Zhengyun Liang, vice 
manager of the company. Meanwhile, in order to enhance the competiveness of the 
products in the international market, the company is going to enhance the level of 
automation, such as introduce advanced technology and equipments. In addition, the 
higher quality raw materials needed and establishing a management mechanism to 
quantify the process. Anyway, nowadays the co production capacity is stronger and 
stronger and they are quiet confidential to their product quality. The disadvantages of 
the company were bad physical location, which leaded to higher logistic cost and thus 
higher product price. In addition, the cash flow problem and the lack of brand 
recognition.  
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What is more, we found the article about how to redesign the product when involving 
foreign trade (see the Chart 6.2.3) 

 
Chart 3.2.3 
This paper did a research in Singapore about the SME advantages by Questionnaire 
survey. They illustrate the percentages of manufacturing activities involving 
own-designed products by suppliers, customer-designed products and joint effort in 
product design..We had interviewed a SME in electronics industry, so here we will 
take the research data of Electronics type as an example to support our study. This 
result tells that in the 5 electronics companies, the average percentage of 
own-designed products was 46, while of customer-designed product was 50%. The 
joint effort in product design account for 5% only. 

4.2.4 Modes of Entry 

According to the marketing manager of Kronosept ab, they always try to get the direct 
contacts to enter the market, since agents are too expensive for their type of products. 
Many customers do not like dealing with agents also, since they know that they have 
to pay for it.  
 
Regarding how Jinmao enter the foreign market, the vice manager kept secret for us 
(the vice manager did not not write any answer to our entrepreneur section of the 
questionnaire) But we are informed that since the financial crisis occurred in USA, the 
company have been considering to purchase the American firm so that to promote 
their brand. 
 Also, we found the relevant article which describes the entry mode of a Swedish 
retail firm go in to the United Arab Emirate market. 
 



18 
 

In this article, Emmanuel O. Nnagbo use a figure “Key characteristics of modal 
alternatives (Osland, Taylor & Zou, 2001, pg 15)” to discuss the resource 
commitment and ownership control of different modes of entry. The objects in this 
figure approximately correspond to the find categories we outlined in the theory part. 

Accordingly , that whole own subsidiary (WOS) or sole ownership mode has the 
highest resource commitment and ownership control, while joint venture has middle 
or average resource commitment. The figure also relates franchising, licensing and 
exporting modes to low resource commitment and control of foreign business 
operation. WOS as indicated in the graph means sole ownership.  

4.2.5. Marketing Mix 

Product 
“Our advantage is that we are more flexible in our production and can be a better 
alternative for the small and mid-sized customers.” mentioned by Henry, Marketing 
manager of Kronosept AB,” the company can customize the product and provide the 
customer latest product range. Still they need to upgrade the production facilities so as 
to product more fashionable products at lower price. Because their main disadvantage 
is that they have higher costs for raw materials than those big brands, who are buying 
larger volumes. 
 
For Jinmao, they are doing good market positioning, which means they are not in the 
car assembly market, but automotive aftermarket (repair) market. Therefore, the 
declination of vehicle production did not affect their market. Their target group is the 
people who already own a car. “If his car lights out of order, unless he doesn’t drive, 
or else he has to change the car lights.” mentioned by the Zhengyun Liang, vice 
manger of the company. Thus, the company has been developing stably all along in 
these years. The biggest advantage of Jinmao is their product with higher quality in its 
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industry. Their products have strong competitiveness in the market and good service 
reputation. Nowadays the production capacity become stronger and stronger and they 
are confidential to their product quality. The company has been selling products to 
Germany, Japan and Southeast Asia .If consider entering the new foreign market, 
what they see most important are the market demand and technical requirement of the 
products. Thus they are considering continue expending southeast market, which 
because there is a huge market demand in southeast market and not high requirements 
for the product level.     
 
Price 
“The “key word” of the product is value for money.’ mentioned by Henry, Marketing 
manager of Kronosept AB,” This means the price don’t need to be cheapest ,but have 
a interesting price level for the products they offer.” In addition, because the 
traditional products often sold at lower price than the more fashionable range of 
products, so it is better for the company can produce products that are more 
interesting. However, the company is still in great need of updating their production 
equipment so that to be competitive. The products are well known to be high quality 
and competitive prices, but if consider entering foreign markets,” it is often necessary 
to lower the prices in order to compensate for higher freight costs when transporting 
products to other markets” said by the Henry Emond. 
For Jinmao, they often use low price and high quality products to attract customers. 
However, just as other SMEs Jinmao also facing financial problems:” if the product 
cost did not be well control, we still cannot use the low price to occupy the market”, 
said by Weiming Chen, marketing manager of Jinmao. The products are customized 
uniform and with same quality level. In the case of profit guarantee, they will not 
change the price because of the different customers. However, the price of 
competitors is one the important factor of product pricing. 
 
Place 
Kronosept ab always tries to have direct contact, since agents fee are too expensive 
for their type of products. In addition, many customers do not like dealing with agents, 
because they know that they have to pay for it. What is more, Henry thought, it will 
be more and more important of doing online business since the big customer want to 
order by e-mail The electronically invoice is more and more common too. 
 
Regarding how Jinmao sell their products to over sea, both the marketing manager 
and the vice manager of the firm keep secret for us. However, we got some 
information when the vice manager asking the financial section questionnaire. Since 
there is a terrible financial crisis occurs in USA, the boss has been considering acquire 
the American company in order to promote their brand and sell products to USA 
market. Different from Kronosept ab, Jinmao did not develop their online business, 
but they are planning to introduce a number of skilled networking technology 
professionals to develop their network service gradually. However, their main target 
group is still those fixed large customers. 
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Promotion 
The general way for Kronosept ab to handle with the promotion is to participate in 
international trade fairs in order to meet new customers. According to Weiming Chen, 
since the lights are the industrial product, their customers mainly are firms or shops. 
Therefore, they will not launch the end-user-oriented promotion. Instead, they will 
take part in some electronic trade fairs to promote their products and search customers 
meanwhile.  
 
In addition, we found the related marketing strategies for SME for further reference. 
(See the chart 4.2.5) 
 

Chart 4.2.5 
SRC Associates believed that “One must also consider that many SME managers may 
not initially recognize that they have a need (latent) at that the recognition of a 
problem may be stimulated by a third party conversation such as with the firm's 
accountant or other advisor.” They argued that, when SMEs are doing marketing 
design, they should not only focus on the customer acquisition but also retention and 
the ability to stimulate positive word of mouth. What’s more, they highlight a diagram 
to explain the SME Buying influences and Decision Process. 

5. Analyst and discussion of the findings 
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/In this part, the researchers will discuss the empirical findings according to the 
model which created in the theory section. (See the chart 5.0) The dimensions of 
Resource, Mode of Entry, Competition, and Marketing will be presented in detail./  

 
Chart 5.0 

5.1 Resources 

Firstly let’s talk about “money”, an important issue in the company’s resource. It’s a 
complex “project” and we would like to discuss the part in internationalization. 
Larger market means not only more profile but also more cost. This is one of the 
dominant reason SMEs seldom think about foreign operation. However, the world is 
changing. The declines of cost in capital and channel nowadays have make many 
SMEs becoming more and more willing to take part in the international business. The 

/In this section, we analyze the resource dimension of our model by using Barney’s 
(1991) theory, which are categorized as physical capital resources, human capital 
resources and organizational capital resource. The production resource and financial 
resource will be stated in the physical resource part. The organization resource 
focuses on the cooperation network issues. / 
 
Growth by international diversification is an important strategic option for both small 
and large firms. During recent years, a significant development within the broad 
internationalization trend has been the increasingly active role played by small and 
medium-sized enterprises (SMEs) in international markets (Oviatt and McDougall, 
1994, 1999). The internationalization of SMEs can be expected to gain further 
momentum because the world economy is becoming increasingly integrated with 
continued declines in government-imposed barriers and continued advances in 
technology (Jane W. Lu and Paul W. Beamish, 2009). 
 
However, in many important dimensions, for example: assets, producing facility, 
technology, popularity and credit etc. there is an obviously gap between the SME 
group and large companies. SMEs usually meet more barriers in their way of 
internationalization. 
 

Resource
  

Mode of Entry 

Competition 

Marketing 
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companies we interviewed believe they need financial support and it’s would be good 
idea to increase your turn over by using longer credits and etc.” In financial 
dimension, the assets of SMEs seems to be limited comparing with the big and sound 
companies. What’s more, it’s obviously that “good customers and sound business” 
might get help from the bank much easier. However, as the financial system in the 
world is developing, financial capital is not longer a crucial bottle-neck in SMEs’ 
internationalization. 
 
Then, what’s the resource they need most besides financing? Our interviewees 
pointed out several badly off issues, which are fasten on product facility, technology 
human resource and network. SMEs don’t usually invest for advanced and expensive 
equipments as they usually run some low-end production to retain basally profit and 
prosecution. However it’s better and more interesting for export customers if you can 
offer the latest product range. They need modern and up to date production equipment 
in order to be competitive in international business. As a result, they usually solve this 
problem by buying new equipment and technology instead of independent R&D 
(Research and Development). Most of them believe independent R&D might cost too 
much investment and time what might be unaffordable for them. Cooperating with the 
other companies, especially big ones, is also a popular way for them to solve the 
resource problem. They can get great benefit from the support of their business 
partner.  
 
To follow with, professional employees are necessary in international operation of 
SMEs. One manager of Kronosept AB said “If you start from scratch you need to 
employ people who know other languages, international banking, international 
cultures etc.” However, SMEs might be poor in popularity and credit. It would be 
hard up in attraction for high-class person with ability in business and international 
operation. In that case, they usually hair more professional people in this field with 
high salary, high position or the other attractive treatment. However, they also invest 
in some training program about international business knowledge for the old 
employees. They believe old employees which are familiar with and loyalty to their 
company could be better in some certain field. For example, inter administration or 
organization culture. We also asked about the influence of higher labor cost nowadays, 
and we get some consistent answers: SMEs would love to give more reward if the 
employees are more efficient and intelligent. It wouldn’t be big increase in cost but it 
could create a stronger human resource “power”. 
 
For SMEs, the “strength” of their network could affect their running and success 
directly. Both Kronosept AB and Jinmao Co. Ltd. believe that a good network would 
be great helpful for their international business. Kronnosept AB has been always 
trying to direct export to the customer, because of the expensive agent fee. The 
customer also don’t like deal with the agents because they know they need to pay for 
it.  Therefore if Kronosept AB can develop their own network, it will be benefit for 
the company and also the customers. For Chinese companies, in many cases, the 
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purchase quantity is not the most important factor for the pricing, which is more 
important, is the corporation network, Guanxi in Chinese. The better Guanxi you are 
with the suppliers, the more information you know, and thus you get the lower price 
of the material than other competitors. Most of the time the company get limited 
support in information or financing from external, which means you have to know 
somebody else to help. The Chinese business man talks about “Guanxi’ everyday. In 
business field we can understand it as “network”. In China it includes not only 
business relationship but also private relationship between the leaders of company, 
media and some government departments. It could be shapely declines in the cost of 
promotion, raw material price, export permit and logistics. However, the development 
of network mainly depends on the “class” of the company and the sociality ability of 
top leader. Here we won’t go through it further more. 

5.2．Mode of entry  

/In this Section, we are using “Key characteristics of modal alternatives” (Osland, 
Taylor & Zou) as our theory to analyze/. 
 
How can the SMEs enter the foreign market with limited resource? As it’s mentioned 
before, Firms can either use exporting, licensing, franchising, joint venture or sole 
ownership to enter to foreign markets. (Hill, 2000). Root (1994) classified licensing 
and franchising as a contractual mode, sole ownership and joint venture as an 
investment mode, and export as an exporting mode. Comparing with the big 
companies, SMEs might have more flexible choices but less assets and conveniences. 
As a result, they would probably choose the ways requires less cost than the others. 
 
In Chart 5.2. “Key characteristics of modal alternatives (Osland, Taylor & Zou, 2001, 
pg 15)” we can see a general comparing of different kinds of entry mode from the 
dimension of “Control” and”Required Resource”. (WOS means whole own  
Subsidiary, kind of sole ownership) 

Chart5.2. Key characteristics of modal alternatives  
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The selection of appropriate entry mode plays an important role in determining the 
success and performance of firm in the new market (Ekeledo & Sivakumar, 2003). 
“We always try to have direct contacts, since agents are too expensive for our type of 
products. Many customers do not like dealing with agents, as they know that they 
have to pay for it” Said Henry Emond, the Marketing Manager of Kronosept AB. We 
can see that direct export is one of the ways for the firm which lack of resource. The 
customers will also evaluate that if the price of your product includes some cost of 
agents. Regarding how Jinmao enter the foreign market, the vice manager kept secret 
for us (the vice manager did not not write any answer to our entrepreneur section of 
the questionnaire) But we are informed that since the financial crisis occurred in USA, 
the company have been considering to purchase the American firm so that to promote 
their brand. According that information, Jinmao maybe will choose WOS mode, 
which required the most of resource among those entry modes. However, since the 
American financial crisis, SMEs could also think of purchase a new firm. Therefore, 
you have to evaluate the cost and gain carefully before entering the new market, but 
also take the timing into account. 
The gain from the operation is a basically consideration. Their product should 
acceptant to the market and customer. However, a long term view is required in the 
selection of entry mode. SMEs have to think more besides investment and profit. 
Single export and import would be helpless to some long-term strategies, for example, 
For instance, adapting to local environment better, reducing the business risk or 
building some further cooperation relationship with local enterprises. In that case, 
SMEs should choose Joint Venture in order to get a win-win situation. It might 
increase the entry cost, but instead there would be much support in information, 
network, financing, and training etc. They can use such kinds of resource to survival 
and developing in the foreign market. Of course, Licensing and Sole Ownership 
would make you more free and profitable, but both of them require much capital and 
“groundwork”. They might not be the most suitable choices for SMEs to entry a 
foreign market. 

5.3．Competition 

/In this section, by comparing the competitive strategies used by two firms, we will 
discuss the strength and weakness of SME and so that to find out the possible 
strategies for SME to enhance comparativeness in the international market./  
 
As it’s mentioned before, SMEs usually have some limitations in resource, for 
example, producing facility, technology, popularity. As a result, they cannot afford a 
huge size of producing system and own powerful productivity. The similar situations 
also happen in the other parts such as financing, marketing etc. These are consensus 
of the business circle. However, every coin has two sides. Some characteristics, which 
are considered to be disadvantages, could become advantages in some special 
situation.  
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Yoke-tong Chew and Henry Wai-Chung Yeung did a research in Singapore about the 
SME advantages. In the article < The SME Advantage: Adding Local Touch to 
Foreign Transnational Corporations in Singapore >, they sum up some data about 
Distribution of manufacturing activity in SME which came from their Questionnaire 
survey. It involves own-designed products by suppliers, customer-designed products 
and joint effort in product design. In the electronics industry, SME suppliers provide 
46% of product design. Likewise, there is a relatively high level of suppliers’ effort 
(95%) in product design in the materials handling industry. This is because such 
suppliers need to under technology the size, shape, load and other characteristics of 
the products that customers are producing. SME suppliers also provide sub-assembly 
work for their customers. Often, the parts and components that SME suppliers 
produce may be more suitable to be assembled into finished products due to the small 
size of components and reduction of delivery time. (Yoke-tong Chew and Henry 
Wai-Chung Yeung, 2000).  
 
Accordingly, thanks to the flexible producing system, SMEs could have more 
flexibility and innovation abilities in production. The same situation also happens in 
the other fields, especially the developing strategies. SMEs have not as many 
bottle-necks or scruple as big companies who might worry about the effect of their 
activities more.  
 
“Porter five forces analysis” described five categories of competitor at the industry 
level. Generally speaking, people believe that the dominant competitor of SMEs in the 
international market is the big brands or big companies in the same industry. But from 
our study we found that it’s not 100% correct. Oppositely the big companies might 
worry about SMEs more as “the threat of the entry of new competitors”. According to 
our study SMEs actually worry about the suppliers and “themselves”. Suppliers of 
raw materials, components, labor, and services (such as expertise) to the firm can be a 
source of power over the firm. Suppliers may refuse to work with the firm, or e.g. 
charge excessively high prices for unique resources. Meanwhile, profitable markets 
that yield high returns will draw firms. This results in many new entrants, which will 
effectively decrease profitability. Unless the entry of new firms can be blocked by 
incumbents, the profit rate will fall towards a competitive level. As Henry Emond, 
marketing manager of Kronosept AB said, “Our main competitors are not the big 
brands, but other big companies producing for the ‘private label’ market.”In our 
opinions, SMEs had better focus on their sustainable development instead of assume 
the offensive in their completion strategy. The three general types of strategies 
concluded by Porter: “Cost Leadership Strategy”, “Differentiation Strategy” and 
“Focus Strategy” could be exercised in a flexible way. SMEs could learn from large 
companies’ strong points to offset their own weakness, but what’s more important 
they should understand their own advantage and maximize it.  

5.4. Marketing  
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/In this part, by using marketing mix and the related theories, we analyze the 
marketing strategies of SMEs/  
 
Both of the Marketing managers of Jimao and Kronosept AB thought the biggest 
problem of their firms are the raw material problem. To solve is problem, Kronosept 
is to be flexible in their production and can be a better alternative for the small and 
mid-sized customers. Because the customers are willing to pay more for the 
fashionable product they interested Therefore the marketing manager see is intend to 
modernize and upgrade their production facilities so that to meet the customers 
expectation. If for Jinmao, the Chinese company, it has been concentrate on 
enhancing productivity effect. Although Jinmao maybe also introduce the foreign 
technology and update their production tools just as Kronosept, but its purpose is 
totally different, which is for the productivity and enhance the product quality. At the 
same price level, they standardize their product, which means they didn’t divide their 
customer markets. As we see, this because of the customer preference in Swedish 
market and Chinese market, and also the industry differences. The Chinese manager 
mentioned, the company used to in the situation like” the supply lags behind the 
demand”, and so they has been working on the productivity. In contrast, due to the 
low market demand of domestic market and the saturated market in its industry, they 
are not only need to explore the new market but also have to divide the existing 
market so that to find out the opportunities. 
 
It is interesting to note that, for a SME the market positioning is import, for Jinmao, 
they are doing good market positioning, which means they are not in the car assembly 
market, but automotive aftermarket (repair) market. Therefore, the declination of 
vehicle production did not affect their market. Their target group is the people who 
already own a car. “If his car lights out of order, unless he doesn’t drive, or else he 
has to change the car lights.” mentioned by the Yang, vice CEO of the company. Thus, 
the company has been developing stably all along in these years. 
 
According to the findings, Kornosept AB would divide the customer market, produce 
more interesting products so that to sell the product at a better price. However, the 
Chinese company standardizes their production and set the same price for the same 
product level. They just concentrate on their production process, lower the production 
cost and so that to lower the product price. They will use low price and high quality to 
win the customer preference. These differences are also because of the market 
situation and the customer preference. In china, cheap and good quality factors are 
weight most important for the product. Style and design are not as import as those 
previous factors. However, in foreign market, fashionable, good style and design 
weight as much as the quality and price. In most cases, the people would like the pay 
more for the good designed products.  
 
For SME promotion, Kronosept AB to handle with the promotion is to participate in 
international trade fairs in order to meet new customers. According to Weiming Chen, 
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since the lights are the industrial product, their customers mainly are firms or shops. 
Therefore, they will not launch the end-user-oriented promotion. Instead, they will 
take part in some electronic trade fairs to promote their products and search customers 
meanwhile. As we could see the SME promotion actives are quiet few. But still, they 
would like to promote their brands, but limited financial resource is the primary 
problem. The coat for the promotion not worth  
 
In our theory model , the “Marketing” part is the end point of “Resource”, ”Mode of 
Entry” and ”Competition”. Generally the performances of marketing are: sales, profit, 
market share and the other composite performance. Meanwhile, some antecedent 
factors could be outlined according to some analyst result: financial, production, 
human resource, and organization resource (network), environment and competition 
strategy. We can sum up all of these into a simple model (figure 5.4) 
 
    Antecedent factor            Marketing Strategy        Performance 

Figure 5.4 
 
We could clearly see what the exactly the dominant factors in SMEs affecting their 
marketing strategy and marketing performance are. We can point out the interaction 
of each element, but it would be wrong for us to sum up a “standard” way of handling 
with the each element in the marketing mix and say it’s a suitable way for SMEs, as 
they are always facing different situations.  
 
It’s clear that the SME marketing is a specialized field that requires modification of 
existing marketing methodologies primarily due to the resource constraints so often 
facing such firms. They have to maximize every kinds of resource and choose some 
affordable program. They should control the price to balance the profit and 
Competitiveness; they should give prominence to their products to attract the foreign 
customers; they should build wider network to improve their distributions, and etc. In 
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theory dimension, the implementations of marketing mix are quite similar with the big 
firms. However, in our study, we found something more than the resource problem. 
The two companies we interviewed both have a clear idea about the strategies in price, 
production, distribution and promotion. However, we found the problems of their 
marketing system are not the implementation or the result. It’s on the process of 
decision making According to our study, we found that in SMEs the top leaders are 
usually the owners at the same time, just like the situation of the two companies we 
interviewed. In that situation, the traditional strategies about marketing especially 
might be not as effective as respected.  
 
SMEs have unique characteristics that differentiate them from conventional marketing 
in large organizations (Carson, 1990). These characteristics may be determined by the 
inherent characteristics and behaviors of the entrepreneur/ owner-manager; and they 
may be determined by the size and stage of development of the enterprise. As a 
consequence, SME marketing is haphazard and informal because of the way the 
owner-manager does business; he/she makes most decisions independent of others, 
responding to current opportunities and circumstances and so decision-making occurs 
in an apparently chaotic way, according to personal and business priorities at any 
given point in time (Scase & Goffee, 1980). The international operations are more 
complex than those internal ones. The decision making needs full-scale information, 
estimation, knowledge and ideas. The “resource” of one or several people is 
correspondingly limited and could probably make the marketing program incomplete.  
To solve this problem, we take a figure from SRC Associates for example to explain 
our idea about capital construction of marketing strategy. 
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Firstly owner(s) should realize that the importance of a decision-making group. It’s 
not necessary to make some big changes in the structure of leadership at once, but at 
least they have to begin to “listen” more. Then there should be some plans to form a 
professional decision-making / marketing group, that is, for problem recognition, 
information searching, evaluation of alternatives and decisions. “United 
decision-makers” would a pivotal change for the SMEs to reach a higher level of 
marketing in international business. A developed and systematic marketing group will 
greatly create more perception and satisfaction in the company, and, what’s more 
important, to get closer to their expectation of the whole strategy in foreign markets. 
 
 

6. Conclusion 

This chapter presents the conclusions of the thesis by answering the research 
questions and the purpose of the study. 
 
1) What are the opportunities and challenges for SMEs nowadays? 
 
Clear and authoritative statistic has shown us the great performance and importance of 
SME in the world economy. Everybody believes that SME will achieve more with the 
world economy is becoming increasingly integrated with continued declines in 
government-imposed barriers and continued advances in technology. Nowadays 
SMEs have got more trust and recognition. However, the “standard” to choose a 
supplier or partner never changes: total transactions stable long-term relationship, 
cooperation effect and etc. The SME group has received more respect, but, to each 
individual small or medium company, the capital strength and production capacity is 
still weaker than the large ones. This weakness is mostly cause by the limitation of 
resource, especially cheaper raw material and financial support. They could solve it 
by further diversify the existing market so that to entertain the customers who are not 
satisfied by the traditional older products. The small company can flexible their 
production in order to offer the latest product range to the customers. Customers 
would like to pay more for the special products they like. Also, the company can 
focus on enhancing productivity effects so that to reduce the product cost. 
Nevertheless, these two methods are requiring updating the production facilities 
continually to meet the customer expectations. The organization resource is also 
important when they hope to get the oversea customer contacts and try direct 
exporting without the agents. A good network will be helpful in developing countries 
due to the backward information tools. Accordingly we can see that all the categories 
of resources could not be considered separately. For SMEs they have to optimize the 
allocation of the limited resources better, integrate and maximize them. 
 
2) Which mode of entry will SMEs probably choose when they are going into 

foreign market? 
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For selecting the suitable entry mode, we are using “Key characteristics of modal 
alternatives” (Osland, Taylor & Zou) as our theory to analyze. We conclude that the 
SMEs are have to evaluate the cost and gain carefully before entering the new market, 
and also take the timing into account. Resources might not the hinder of choosing the 
entry mode; if the SMEs seize the opportunities at the right time. Also a long term 
view is required in the selection of entry mode. SMEs have to think more besides the 
short-termed investment and profit.  
 

3) What’s SMEs’ advantage and disadvantage in international business? And what’s 
the competing strategy? 
 
About the completive advantages and disadvantages of the company, we find out that 
SMEs could redesign their products to enhance competiveness. They cannot conduct 
the mass production may become their advantage because they could flexible their 
production for catering the special market. The disadvantages of the SMEs are that 
SMEs actually worry about the suppliers and other new entrances. The SMEs have 
their own brands but their brands not so acknowledged by customers than the big 
brands. The new entrances would work for big brands, such as OEM to gain the profit. 
Their product sells well because of the big brand affects, which put heavy load on the 
SMEs. They are facing not only the big company challenges but also the new 
entrances. The way to solve this is the SMEs can be more diversify their production- 
not only work for their own brands but also the big brands. 
 

4) What are the internationalization marketing strategies for SMEs? 
 
For the internationalization marketing strategy of the SMEs, the SMEs should firstly 
have a good market positioning so that to stand on the safer place, which is not easily 
affected by the environment What’s more, they should redesign their products or 
enhance productivity effects according to the target customer preference. What’s 
more we found that for the SMEs, to control the marketing process is much harder 
than setting marketing strategies. The decision making process could be greatly effect 
on the results. 
 

7. Implications and further research 

7.1 Theoretical Implications 

 
“Many methods and frameworks have been developed to analyze foreign markets and 
help companies identify opportunities and problems within a specific market, as well 
as provide a cross-country comparison.” (Doole and Lowe, 2004). The theoretical 
model we designed in this paper is for the purpose to analyst this big topic in a 
comprehensive perspective. But we can find out each element in this model always 
have some connections or interactions with each other. Sometimes they even cover 
each other. The situation of resource directly affects the selectivity of entry mode, and 
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promotes each other with their marketing performance. The core competitiveness (or 
advantages) could be a keyword in the marketing strategy. But after all the basic: 
“Resource” never changes. It’s the jumping-off point and end-point in the whole 
business process – not matter for SME or large company. We had introduced a 
famous theory: The resource-based view (RBV). It is an economic tool used to 
determine the strategic resources available to a firm. When the SMEs still don’t have 
enough time and capital to think much about the stuffs in higher level for example 
organization culture, brand association or international popularity, it could be a 
guideline for SMEs to maximizing and developing the value of exiting resource. 
Correct positioning for the whole company is necessary before SME embark on 
international road.  
 

7.2 Managerial Implications 

 
When comes to the discussion of the international marketing of SME, we emphasize 
the importance of a technical decision-making group and better controlling. In fact 
collaboration should be carried through the whole process of internationalization. As 
it’s mentioned before, the behaviors of the entrepreneur/ owner-manager may be 
determined by the size and stage of development of the enterprise. It could be difficult 
for one or several owner-manager to think about, handle with and run for everything, 
and left some mechanical work for the employees. In that case, the whole manage 
system could be haphazard and informal and the situation won’t improve if the 
ownership and management can’t separate. The centralization of state power might 
good for SME owner to control his business, but it could also become a bottle-neck 
for the company to go further. 
 

7.3 Further Research 

 
At the beginning of our study, we are surprised to find several kinds of definition for 
“small and medium-size companies”. EU Member States traditionally have their own 
definition of what constitutes an SME, for example the traditional definition in 
Germany had a limit of 250 employees, while, for example, in Belgium it could have 
been 100. But now the EU has started to standardize the concept. Its current definition 
categorizes companies with fewer than 50 employees as "small", and those with fewer 
than 250 as "medium".( European Commission,2008) By contrast, in the United 
States, when small business is defined by the number of employees, it often refers to 
those with fewer than 100 employees, while medium-sized business often refers to 
those with fewer than 500 employees.( Wikipedia,2008). The relevant articles about 
SMEs we read seldom give clear definition for “small”, “medium” and “large”. We 
believe that the definition with the number of employees only is far away from 
comprehensive. This index can’t tell the developing level of a company directly. 
Among all of these, we believe that the definition given by the SMEs Coordination 
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Center of Chinese Government. They give 3 index standards in numbers of employees, 
sale and total value of asset, and, what’s more, the standards are different in 7 kinds 
industry. It might be enlightenment for us to think about the diversity in different 
industries of SMEs. There could be a certain degree of distinction among building 
industry, retail industry, medicine industry, postal industry and Wholesale trade etc. 
The subdivision and relate research would be more specific and pertinency. 
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Appendix 1----- Questionnaire for Kronosept AB 

Interviewee: Henry Emond 
Profile: Marketing Manager 
Interviewer: Yunli lu, Zhisheng Zhou 
Profile: Students of Business Administration Department in Högskolan i 

Gävle 
content：SME go international 
Time: April 27th, 2009 
Method: internet interview 
Interview Guideline:  
The purpose of this thesis is to compare the export modes between Chinese and 

Swedish SME ,in order to find out the possible ways for the SMEs go international. 
The company section is based on theoretical framework from previous study and we 
are looking at the company resources, competence, modes of entry and the 4Ps (price, 
product, place and promotion). The study will also take into consideration the 
customers, competition and laws of the domestic and foreign market, and by using 
this interview guideline we are hoping that you can provide us with the answers 
needed for these sections. 

 
1. Are you doing business in foreign market now? Or have you got some experience 

of handling international business? 
 

2. What’s your opinion / attitude about internationalization your company?  
 

3. Comparing with the big companies / big brands, what are your advantages and 
disadvantages in doing international business? 

 
4. What kinds of resource you need most if you want to develop the foreign market? 

How will you solve this problem? 
 

5. What will you do about the human resource if you are developing foreign market? 
Do you need to hire more professional employees?  
 

6. What’s the “key word” of your products? Do you think it’s necessary to improve 
both your products and production facilities? If yes, will you focus on quality, 
technology, categories or output? 

 
7. What is the main competitor in your business? The other big brands in this market 

or the developing, new brands? 
 

8. Your products are well known to be high quality and competitive prices. Will you 
make some change to your price strategy in foreign market? 

 
9. Have you got your own channels for international operation or you need some 
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agents? 
 

10. What’s your general way to handle with the promotion? 
 

11. How is your on-line operation? Do you think it’s important in international 
business? 

 
12. Do you need more financial support if you are going to develop foreign market? If 

yes, what will the main problem will be when financing?  
 

13. What do you think about “culture” issue in international business? 
 

Appendix 2 ----- Questionnaire for Shantou Jinmao lighting electrical Co .Ltd 

(Production Department) 

Interviewee: Mr Yang 
Profile: Department manager & Vice manager 
Interviewer: Yunli lu, Zhisheng Zhou 
Profile: Students of Business Administration Department in Högskolan i 

Gävle 
content：SME go international 
Time: April 28th

The purpose of this thesis is to compare the export modes between Chinese and 
Swedish SME ,in order to find out the possible ways for the SMEs go international. 
The company section is based on theoretical framework from previous study and we 
are looking at the company resources, competence, modes of entry and the 4Ps (price, 
product, place and promotion). The study will also take into consideration the 
customers, competition and laws of the domestic and foreign market, and by using 
this interview guideline we are hoping that you can provide us with the answers 
needed for these sections. 

 

 2009 
Method: internet interview 
Interview Guideline:  

 Resource 
 Physical capital resources often refers to economic capital in some ambiguous 
combination of infrastructural capital and natural capital. Infrastructural capital may 
include tools, clothing, shelter, irrigation systems, dams, roads, boats, ports, factories 
plants or any physical improvements made to nature. Natural capital is the extension 
of the economic notion of capital (manufactured means of production) to 
environmental goods and services. For example, geographic location and access to 
material. 
 Questions 

Location 
Where are your products produced? 
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Are they outsourced or do you produce them all? 
 
Production facilities 
What are your manufacturing plants(workshop), supply center and warehouse? 

How many? 
 
How many machines and equipment do you have? 
  
Are they all your own assets or outsourcing ( rent..etc)? 
 
Technology 
What kinds of technologies do you use to produce your products?  
 
Are they all your own technologies or you just induced advanced technology? 

What is the percentage? 
 
Open Questions: 
What are you strategies for dealing with the resources problem?  
 
What are the advantages your strategies, is it more cost efficient or is it that they 

are produced in the home market where you have the potential customers? 
 

(Financial Department) 

Interviewee: Mr Yang 
Profile: Department Manager &Vice Manager 
Interviewer: Yunli lu, Zhisheng Zhou 
Profile: Students of Business Administration Department in Högskolan i 

Gävle 
content：SME go international 
Time: April 28th 2009 
Method: internet interview 
Interview Guideline: 
The purpose of this thesis is to compare the export modes between Chinese and 

Swedish SME ,in order to find out the possible ways for the SMEs go international. 
The company section is based on theoretical framework from previous study and we 
are looking at the company resources, competence, modes of entry and the 4Ps (price, 
product, place and promotion). The study will also take into consideration the 
customers, competition and laws of the domestic and foreign market, and by using 
this interview guideline we are hoping that you can provide us with the answers 
needed for these sections. 

 
Capital Resource 



38 
 

What is your company type?(Government-owned company, Privately held 
company, Trading company, Join ventures..etc.) 

 
What is your capital structure? ( the ratio of debt and equity…etc) 
 
If consider expending foreign market, do you think the company is short of 

capital?  
 
How do you manage it? (Get the loans from the bank, alliance with other 

company…etc)   
 
Open questions: 
What is the main financial problem for the company?  
 
How do you deal with that? What is the advantages of your strategies? 

(HR Department) 

Interviewee: Mr Liang 
Profile: Department Manager 
Interviewer: Yunli lu, Zhisheng Zhou 
Profile: Students of Business Administration Department in Högskolan i 

Gävle 
content：SME go international 
Time: April 28th

  Human capital resources can be such things as training, experience, 
knowledge and relationships among the employees of the company. 

 ,2009 
Method: internet interview 
Interview Guideline: 
The purpose of this thesis is, through a market analysis, to determine if Sweden is 

a suitable market for a Chinese SME to go into. The company section is based on 
theoretical framework from previous study and we are looking at the company 
resources, competence, modes of entry and the 4Ps (price, product, place and 
promotion). The study will also take into consideration the customers, competition 
and laws of the domestic and foreign market, and by using this interview guideline we 
are hoping that you can provide us with the answers needed for these sections. 

Questions 
How many sales representatives do you have? 
 
How are they trained? 
 
What is their experience and knowledge about the market and the product? 
 
How are your sales representatives getting paid? 
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Do they work on commission? 
 
Do you think is it necessary to hire more professional employees for dealing with 

the international business? 
 
Open questions: 
What is the main HR problem of the company ?   How do you deal with that? 

（advantage） 
 
Considering the Chinese employees salary increasing day by day, did the 

employee salary problem holds the company back from going international? 

 (Entrepreneur Section) 

Interviewee: Mr Yang 
Profile: Vice Manager 
Interviewer: Yunli lu, Zhisheng Zhou 
Profile: Students of Business Administration Department in Högskolan i 

Gävle 
content：SME go international 
Time: April 28th

 Organizational capital resources are the company’s planning actions, 
controls, coordination systems, and the informal relationship between the 
company and its environment. 

 2009 
Method: internet interview 
Interview Guideline:  
The purpose of this thesis is to compare the export modes between Chinese and 

Swedish SME ,in order to find out the possible ways for the SMEs go international. 
The company section is based on theoretical framework from previous study and we 
are looking at the company resources, competence, modes of entry and the 4Ps (price, 
product, place and promotion). The study will also take into consideration the 
customers, competition and laws of the domestic and foreign market, and by using 
this interview guideline we are hoping that you can provide us with the answers 
needed for these sections. 

 

 
1. Questions for the company and its environment 

How does the organization look? 
 
How are your products transported to your oversea customers? 
 
How are the oversea orders being made? 
 
Is it through the internet or how does it work? 
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Open Questions: 
What are your strategies for dealing with the resources problem?  
 
What are the advantages your strategies, is it more cost efficient or is it that they 

are produced in the home market where you have the potential customers? 
 
 

2. Of course the entrepreneurs’ willingness to grow and the knowledge of the 
entrepreneur are very important in order to be successful in a foreign 
market. 
What is your knowledge about doing international business? 
What are your thoughts regarding expanding the foreign market share? 
How far are you looking to go? 
How knowledgeable is the staffs in your company on other markets? 

2.1  Mode of entry 
In terms of entry strategy how is it working in the Germany market? 
What are the benefits with doing it that way and why did you choose to enter the 

market in this kind of way? 
Which new market are you going to enter or expend？What do you think would 

be the most appropriate way? 
 
Open Questions 
Which new market are you going to enter or expend,? why you prefer that market? 

(please explain and make the list of reasons) 
 
As you see, what are the main problems for your company to go into the new 

market? (financial, Human, culture, information..etc)?  (Please make a list) 
 
How do you deal with that? What is the advantage of doing it that way? 
 

 (Marketing Department) 

Interviewee: 
Profile 
Interviewer: Yunli lu, Zhisheng Zhou 
Profile: Students of Business Administration Department in Högskolan i 

Gävle 
content：SME go international 
Time: April 28th

The purpose of this thesis is to compare the export modes between Chinese and 
Swedish SME ,in order to find out the possible ways for the SMEs go international. 
The company section is based on theoretical framework from previous study and we 

, 2009 
Method: internet interview 
Interview Guideline: 
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are looking at the company resources, competence, modes of entry and the 4Ps (price, 
product, place and promotion). The study will also take into consideration the 
customers, competition and laws of the domestic and foreign market, and by using 
this interview guideline we are hoping that you can provide us with the answers 
needed for these sections. 

 
 Competition 

Porter's five forces include three forces from 'horizontal' competition: threat of 
substitute products, the threat of established rivals, and the threat of new entrants; and 
two forces from 'vertical' competition: the bargaining power of suppliers, bargaining 
power of customers. 
 The threat of substitute products 

What are your substitute products ?  
 
What are the customers attitude towards the substitute ones? 
 
Does the substitute products more expensive？How about the switching cost? 
 
How do you deal with the threat of substitute products ? 
 

 The threat of the entry of new competitors 
What are the existence of barriers to entry your industry? (patents, rights, etc.)  
 
Do you think your brand has high evaluation in your industry? 
 
What is the capital requirement to open a company? 
 
How are the government policies towards this industry？ 
 
How do you deal with the new competitor entry problem?  
 

 The intensity of competitive rivalry 
How many competitors do you have? 
 
How about the rate of industry growth? 
 
Do you think this industry is overcapacity in your market?  
 
Do you think the information is complexity and asymmetry in your industry? 

why? 
 
What strategies do you use to enhance you competition power?  
 

 The bargaining power of customers 
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How about the degree of the customers depend on existing channels of 
distribution? 

 
How about the bargaining leverage of your customers?  
 
What is your buyer volume? 
 
Compare of the buyer switching costs relative to firm switching costs, which is 

higher?  
 
Are the buyers informative? 
 
Is it possible for you to backward integrate (supplier)?  
 
 
What is your uniqueness among your industry products? \ 
 
How do you cope with your customers? 
 

 The bargaining power of suppliers 
Compare of the supplier switching costs relative to firm switching costs, which is 

higher?  
 
Does the customers easily to differentiate the inputs of your product? 
  
Do you have substitute inputs?  
 
How about the threat of forward integration by suppliers relative to the threat of 

backward integration by firms, which one is more possible? 
 
What is the ratio of cost of inputs relative to selling price of the product?  
How do you cope with your suppliers? 
 

 Marketing Strategic 
Open  Questions:  
Which market are you going to enter or expend shares, why?  
 
Which market factors do you think are most important to make a decision of 

investing a new market? Please make a list and explain. 
 

What are the strengths of the company, and what are the weaknesses of it?  
 

 4 Ps 
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Regarding the 4P we were just wondering if you could provide us with some 
answers that would be helpful to the thesis. 

Open Questions: 
When it comes to the 4P what is your global strategy? Is this something you are 

going to keep? 
 
Would you change your catalogue over to suit the new customers ? For example? 
 

1. Price 
What on average do you charge for your products in the domestic market? 
 
Do you charge the same price in China when converted into the Euro? Or do you 

add on the export cost to the price? 
 
What are your thoughts on the price in the new market, will it be around the same 

or are you going to decide it depending on your competitors? 
 

2. Product 
Do you sell the same products in both China and Germany? 
 
Do the Germany and Chinese customers have the same selection of products? 
 
If going into another new market will you provide all options of lighting fixture or 

will you have limited lightening collection? 
 

3. Place 
Where are your products sold? In lighting fixture shops, department stores, online 

etc? 
 
How does your products get to the store, is it through the sales representative or 

do you deliver to the store? 
 
Is it the same process in China and the Germany? 
 

4. Promotion  
How do you promote your product? 
 
How much attention do you spend on promotion? 
 
Is this important to you and your company? 
 
What are your thoughts regarding promotion in the future? 
 
In the future are you looking forward to have the option of ordering online? 



44 
 

 
 Customer 

Who are your customers? 
 
What is your target group? 
 
How did you come to that conclusion? 
 
Do you try to reach the same target group in the Germany as in China? 
 
Do you think your target customers are the same when you go into another new 

market?  
 
Have you changed anything in trying to reach the potential customers in the 

Germany compare to in China? 
 

 Market Laws 
What laws do you have in Germany? 
 
How do you tax in Germany? 
Is there a difference when you sell your products to China? 
 
Do you export your products, if so are there certain export taxes involved? 
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