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Abstract
Due to the globalization trend, the internationalization of small and medium enterprises 

(SMEs) has become a common practice in the last decades. The New Product Development 

(NPD) is recognized as innovative value creating effort that has become important in the 

high-risk, globally competitive environment, and small firms seem to be more effective in 

utilizing product design and manufacturing involvement, while large firms standardize and 

formalize the product development practices. Thus, the main focus of this research study is 

the NPD capabilities and the internationalization process. The main research question focuses 

on whether and how the NPD capabilities influence the internationalization process of the 

companies in the health industry. A qualitative study is carried out to answer the research 

question by interviewing three Swedish companies in the health industry. The empirical 

findings and analysis conclude that the NPD capabilities and the internationalization process 

go along with each other and they are both dependant. There is a positive relationship 

between the NPD capabilities and the internationalization process, but it is not yet defined 

which one has a greater influence.
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1. Introduction

This chapter presents a general background of this research study, i.e. the process of 

internationalization of SMEs and the NPD capabilities, as well as the problem and the 

purpose of the research study.

1.1. Background

Until recently, internationalization was an issue that was relevant only for large 

corporations (Johanson & Vahlne, 1990). A major reason for this was their advantage in 

access of resources. However, the increased pressure on the home market coming from 

international competitors now is being felt by small and medium enterprises (SMEs) as well, 

moving them to seek opportunities in international markets (Fink, Harms & Kraus, 2008). 

With the advancement in information and communication technologies, the globalization of 

markets, and other facilitating trends, more SMEs are becoming active in international 

markets than before. Evidence from Asia, Europe, and North America indicates that 

increasing numbers of SMEs are involved in international trade. In the recent years, 

numerous trends have emerged that make exporting and other international involvement a 

strong and viable alternative for the SMEs (Knight, 2001).

Firms pursue strategies of internationalization for various reasons. There are 

numerous examples of why companies decide to expand internationally, among which are: 

generation of economies of scale, achievement of efficient utilization of resources, expansion 

of their market, diversification as a means of controlling political and financial risks, etc. 

(Knight, 2001). The impact of the internationalization process on the firms’ performance has 

been a major focus of corporate strategy research for many years now. Small firms can be 

entrepreneurial engines for new technologies, product innovations, and the broader 

development of nations (Knight, 2001). Thus, the new product development capabilities of 

small and medium firms play an important role in the internationalization process.

Prior literature is in a broad agreement that internationalization has a positive impact 

on firms’ performance (Pangarkar, 2008). The reasons why globalization and 

internationalization became a recent trend are as follows: reduced barriers make it easier for 

firms to access the new market; companies never stop pursuing the cheapest resources; more 

products have entered into the mature phase of the product life-cycle and firms are eager to 
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find new markets; increasing consumer requirements in the overseas markets are also a pull 

factor for companies to launch their products or services to the foreign markets (Doole & 

Lowe, 2008). 

As more SMEs get involved in the international business, the internationalization 

issue of SMEs starts receiving an increasing attention. Knight (2001) implied that 

international entrepreneurial orientation tends to promote development of strategic 

competence, internationalization preparation, and technology acquisition. In addition, Knight 

(2001) concluded that SMEs, which prepare in advance to enter foreign markets, tend to be 

more successful in their performance. Similarly, Pangarkar (2008) found out that the degree 

of internationalization (DOI) positively impacts firms’ performance.

Product development is recognized as innovative value creating effort that has 

become important in the high-risk, globally competitive environment, and small firms seem 

to be more effective in utilizing product design and manufacturing involvement while large 

firms standardize and formalize the product development practices (Hong & Roh, 2009). The 

need for fast and profitable new product development (NPD) has never been greater. Product 

life cycles are becoming shorter, competition is more powerful and customers are more 

demanding (Cooper & Edgett, 2009). Companies which do not effectively and efficiently 

innovate do not succeed. The problem is that winning with new products is not easy, and 

indeed it is very complicated. According to Cooper and Edgett (2009), an estimated 46 

percents of the resources that companies devote to the conception, development and launch of 

new products go to projects that do not succeed – they fail in the marketplace or never make 

it to market.

Innovation and NPD are considered to be important for the economic development 

(Schumpeter, 1934) and the corporate growth and survival (Drucker, 1985). However, 

innovation and NPD are usually related to high-tech large enterprises (LEs) because of their 

comparative advantages in capital-intensive industries with scale economies (Vossen, 1998). 

Acs and Audretsch (1990) and Rothwell (1991) explained that the researchers in SMEs 

disclosed the strengths of innovation and NPD of SMEs in their behavioral characteristics, 

such as: skilled labor, flexibility, and motivated management.

Due to the lack of research which incorporates the issues of NPD capabilities and 

internationalization process, this research study integrates the influence of the NPD 

capabilities on the internationalization performance of SMEs. In addition, the reverse 

relationship between the two variables is examined as well, i.e. the influence of the 

internationalization process on the NPD capabilities. Previous knowledge in the field of 
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innovation and NPD capabilities gives predictions that the NPD capabilities would have a 

positive impact on the internationalization process, but also it would be interesting to see the 

reverse relationship between these two variables as well.

1.2. Problem and focus

There is a lot of research conducted in the field of the internationalization process of 

SMEs (Johanson & Vahlne, 1990; Fink, Harms & Kraus, 2008; Knight, 2001).  However, 

none of these research studies integrated the internationalization process with the NPD 

capabilities, and even more – whether and how the NPD capabilities have an impact on the 

internationalization process of the SMEs. This research study is conducted as a case study on 

three companies in the health industry in Sweden.

The main research problem is: Do the NPD capabilities influence the 

internationalization process of the companies in the health industry; how the NPD capabilities 

influence the internationalization process; and is there any reverse relationship between the 

NPD capabilities and the internationalization process.

1.3. Purpose and aim

The main purpose this research study is to examine the influence of the NPD 

capabilities on the internationalization performance of SMEs. Therefore, this research study 

provides managerial implications for the managers and entrepreneurs in the SMEs in the 

health industry.
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2. Literature Review

This chapter presents a brief summary of the internationalization process of SMEs and the 

NPD capabilities and incorporates the influence of NPD capabilities on the 

internationalization process of SMEs.

2.1. Internationalization process of SMEs

The concept of internationalization has been studied a lot in the recent years. Thus, 

there is a lot of literature written about the relation between the internationalization process 

and large corporations. However, recently the SMEs started to take over and become a very 

important element in every country’s economy and begin to play a crucial role in 

international trade. Statistics from the Organization for Economic Cooperation and 

Development (OECD) and other sources indicate that SMEs now account for a substantial 

proportion of exports from industrialized nations (Knight, 2001). According to Knight 

(2001), an SME internationalization venture tends to be facilitated by factors that operate at 

two major levels within the firm – termed orientation and strategies. Accordingly, it is 

possible to frame the case-study findings in terms of a causal chain reflecting orientation, 

then strategies, and after that performance.

The countries which experience balance of payment deficits tend to raise the level of 

internationalization of their SMEs so that they would decrease unemployment and increase 

economic growth (Ruzzier, Hisrich, & Antoncic, 2006). 

Internationalization basically means a geographical expansion of economic activities 

across national borders. This term became usable in the 1920s, when the countries started to 

create trade-alliances. In the 1970s, the globalization started to emerge and then the 

internationalization process accelerated. Globalization positively affects the SMEs in the 

process of their internationalization, making them become active players in the international 

arena (Gjellerup, 2000; Ruzzier, et al., 2006). 

During the process of internationalization, market selection and market entry mode 

are two important aspects for a company to consider while formulating its international 

strategy. Market selection relates to the geographical expansion and market entry mode 

relates to the methods used to enter a new market. Considering the level of involvement of 

the company and the level of risk existing in the entry process, there are four main entry 
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modes: indirect export, direct export, joint venture or strategic alliances and fully owned 

subsidiary (Doole & Lowe, 2008).

In order to understand the internationalization process of SMEs better, two basic 

models of internationalization are presented – the Uppsala Internationalization Model and the 

Innovation-related Model.

The Uppsala Internationalization Model is seen as a dynamic model where the 

internationalization of the companies is constantly increasing due to different types of 

learning (Johanson & Vahlne, 1977, 1990). According to the authors, the general and 

experiential market knowledge and resource commitment of firms (state aspects) affect 

commitment decisions and current business activities (change aspects). The change aspects 

increase the market knowledge and encourage further resource commitment to foreign 

markets in the cycle. This model of internationalization entails that SMEs increase their 

international involvement in small incremental steps within the operational foreign markets. 

The firms will enter new markets with a greater “psychic distance” only after they gain 

sufficient knowledge of the desired market, because of the differences in languages, 

education, business practices etc. The accumulated knowledge gained influences the entry-

mode and country-market selection of the firm. However, the Uppsala Internationalization 

Model has several weaknesses which have been criticized by different authors (Chetty, 1999). 

Reid (1981) criticized the model as being deterministic, while Andersson (2000) implied that 

if firms were to develop according to the model, then there would be no strategic choices 

made by individuals. Today, many firms do not follow this model of internationalization 

because they start their internationalization process for reasons other than knowledge. 

Therefore, there are so called “born globals”, which start their internationalization process in 

the first years of their existence (Knight & Cavusgil, 1996; Andersson & Wictor, 2003). 

The other internationalization model is the Innovation-related Model (Gankema, Snuif 

& Zwart, 2000) suggested that the internationalization process has to deal with the innovation 

of the firm. According to the authors, this model is based exclusively on the export 

development process. They also identified three stages of this process: the pre-export stage, 

the initial export stage, and the advanced export stage. Andersson (2000) suggested that the 

Innovation-related Model treats both the learning process and top managers as crucial factors 

for the internationalization process of the SMEs. Clercq, Sapienza and Crins (2005) related 

the Innovation-related model to their research study and found out that the firms’ 

international learning effort and entrepreneurial orientation were positively associated with 

internationalization intent, while domestic learning effort was negatively related to 
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internationalization intent. However, this model has received the same criticisms as the 

previous one. Miesenbock (1988) and Andersen (1993) criticized that, in this model, it is hard 

to distinguish between different stages of exporting.

According to Ruzzier, et al. (2006), the Uppsala and Innovation-related models were 

used to analyze SMEs, with the focus on explaining the development of internationalization 

and international activities. According to these authors, the driving forces of both models 

were the incremental nature of the internationalization processes (in terms of activities) and 

the basic building blocks of the behavior of firms (in terms of resources). Otherwise, in their 

study about the internationalization process of SMEs, the authors proposed a redeveloped 

conceptual model of international entrepreneurship, focusing on four internationalization 

properties (mode, market, product and time) plus internationalization performance, as well as 

key antecedents (environmental, firm and entrepreneur’s characteristics) and consequences of 

internationalization (firm performance) (Ruzzier, et al., 2006). 

Another important research study Vila and Kuster (2007) emphasized the importance 

of the internationalization and distinguished four degrees/kinds of entry modes. In the early 

stages of the internationalization process, companies adopt the indirect exportation formula. 

In this stage, the companies start to export but accidentally. This level involves the least 

commitment and the lowest level of risk using established intermediary services in the 

foreign market to develop the product in the international market. A good example is the 

trading company. The next stage of internationalization is the direct export formula. This 

happens when the company has made the initial contact with foreign markets. There are 

several alternatives in this field:

• direct export through the firm’s representatives acting on the company’s behalf in the 

global market;

• export agents/distributors who buy the product from the exporting company and resell 

it; and

• export through commercial subsidiaries, when the company establishes its own sales 

outlets in the destination market to sell the products and provide post-purchase 

services.

The next stage of internationalization is the export agreements/arrangements. In this 

stage, the companies usually start cooperating with other enterprises to go abroad. However, 

this type of internationalization is considered to be riskier because it requires some kind of 
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collaboration contract with other companies in order to enter or increase sales in the global 

markets. According to Vila and Kuster (2007), it can be operationalized in different ways:

• piggyback, when the company uses the distribution channels or commercial 

subsidiaries of another manufacturer already present in the country;

• export consortium, when competitors or companies with complementary products 

associate in order to export together;

• international joint venture, which is company with its own legal personality and 

activity, participated in by two or more firms;

• European economic interest groups, which are entities composed by two or more 

companies (or legal persons) in the EU that contribute to a common activity 

(manufacturing, services, R&D etc.) and compete on the market;

• international franchises, when a franchiser allows a franchisee to exploit its products, 

name, image, logo, commercial and management know-how in the entry market; and 

• international strategic agreements.

Finally, the last stage of internationalization is the direct manufacturing formula, 

when a firm decides to assume the highest level of risk and commitment abroad. In this 

advanced entry mode, many options may be used:

• Manufacturing contract: when a new manufacturer is contracted to produce in an 

overseas market, although the marketing is implemented by the mother company.

• Manufacturing license: when a licensor company offers a licensee the right to use the 

product trademark, know-how, brand name or copyright or the manufacturing 

process. The licensee is in charge of product manufacturing and sales and in return 

pays a royalty to the licensor. However, distribution and marketing are managed by 

the licensor.

• Own production centre: when a new firm is created or an already established one is 

acquired.

Based on the above studies, it is clear that the internationalization of the SMEs has 

positive impact on firms’ performance. Furthermore, the internal capabilities and strategies 

would affect firms’ internationalization. Therefore, it is assumed that the NPD, as one of the 

most important competences, also influences the internationalization of the SMEs.

2.2. NPD Capabilities
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In order to grasp the issue of NPD capabilities, let us take a closer look on a 

geographic basis, both from the Western and Eastern parts of the world. 

Siu, Lin, Fang, and Liu (2006) conducted a research study about the institutional 

analysis of the new product development of small and medium enterprises in China, Hong 

King and Taiwan. After China and Taiwan became the members of the WTO, the researchers 

came up with the idea to perform a research in “Greater China”. The researchers pointed out 

the importance of understanding the similarities and differences of NPD practices of Chinese 

SMEs in China, Hong Kong, and Taiwan. The literatures used in this research study did not 

elaborate clearly how and to what extent SMEs in Greater China managed their NPD 

practices, and also did not consider the contextual factors. 

The institutional perspective was used to analyze the interaction between government 

intervention, manufacturing systems, and business approaches and their impact on the NPD 

practices of the SMEs in Greater China. For this purpose, in-depth personal interviews with 

43 Chinese, 26 Hong Kong and 28 Taiwanese SMEs were used to analyze the respective 

similarities and differences in NPD practices and to compare and contrast the Chinese 

practices with those of their Western counterparts. The grounded theory approach was used to 

analyze the interviews. At the end, a schema is propsed depicting the interaction and the 

impact of the NPD practices of Chinese SMEs. The schema also provided a framework for 

identifying the possible trajectories for NPD practices of Chinese, Hong Kong and Taiwanese 

SMEs in response to environmental changes. When the transition from a planned state to 

open socialist market economy was happening, the Chinese government tried to protect 

against free market forces by creating regionally closed and large market for Chinese 

enterprises. Nevertheless, when China entered the WTO, the Chinese government provided 

autonomy to the Chinese SMEs and removed the restrictions. The NPD process became more 

open and new products were developed in order to compete with the overseas brands which 

have gained access to China after the WTO agreement.

The SMEs coming from Hong Kong with technologies transferred from leading 

overseas brands would enter Chinese market because of the low distance and great market 

potential. However, in order to compete with the Chinese SMEs, the Hong Kong SMEs 

would have to establish manufacturing bases in China, but market with their own products 

and brand names. The Taiwanese government provided strong institutional support and 

hierarchies to enhance the production and marketing competences of Taiwanese SMEs in 

international markets. Similar like the Hong Kong SMEs, they would also compete with their 

own brand names.
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Another similar research study by Pitta (2005) examined the market entry and the new 

product development in China. The research paper explored the global environment and the 

implications for new product developers. It was a case study written after in-depth interviews 

with the company managers of one American company. This research study provided 

information and action approaches to new product developers engaged in global marketing. 

Since it is a case study, it can be difficult to generalize to different industries or countries, but 

overall, the research paper demonstrated a competitive approach to new product development 

and marketing strategy. It served as an example of one technique to compete in industrial 

marketing. The case study reflected an innovative attempt to increase customer service, 

decrease cost and increase competitiveness in an industrial setting. The specific techniques 

and decisions represented a potentially valuable response to global competitiveness.

Since the company expanded to China and shifted their product development 

operations there, the company started experiencing some potential problems. First of all, the 

culture remained an important factor in globalizing business processes. In this particular case, 

the company was prepared for the primary cultural differences between the tradition-

influenced Chinese culture and the hard numbers-oriented Western business culture. 

However, the problems occurred in the clash between the engineers versus the marketers, i.e. 

East versus West. Another problem which the company faced was the professional 

expectations. The engineers were characterized as having an inward focus. They showed too 

much professionalism and knowledge about the work they were doing, and when the 

customers provided them with a problem in simple words, the engineers could not really 

appeal to that problem and solve it. In this case, the customers were treated as amateurs. An 

additional problem was the training for the Chinese customer service engineers to become 

NPD specialists. However, the problem was that they did not succeed since they did not 

choose the engineering experts in the NPD team. And the final, and most vivid problem, was 

the quality of the products. Even though the company internationalized and expanded to 

China for producing cheaper products, it did not pay attention to the quality of the products.

After having look at some research studies from the Eastern side of the world – China, 

let us examine the Western – European and American research studies. The first research 

study comes from the Spanish textile industry. 

Vila and Kuster (2007) conducted a research study about the importance of innovation 

in international textile firms. The purpose of this research study was to analyze the 

importance of innovation for companies involved in international marketing and to present 

the relationship between the internationalization process and innovation. Namely, for this 

9



purpose, Vila and Kuster (2007) interviewed 154 general managers in the textile sector. The 

textile sector was chosen because it is pressured in the fast-changing business environment 

because of two main factors: market volatility and strong competition world-wide. The 

interview questions were divided in two main parts: entry forms when going abroad on one 

hand, and innovative decisions in products, strategies, processes, and markets, on the others 

hand.

The companies were grouped according to the level of internationalization in five 

levels: level zero – the company does not go abroad; level one – the company adopts indirect 

export; level two – the company uses direct export; level three – the company has export 

agreements; level four – the company directly manufactures in the overseas market. Having a 

higher internationalization rates meant that the company takes more risk, control, and 

commitment.

In this research study there is some support for the argument that internationalization 

is associated with some types of innovation. From the empirical results, it is proved that the 

extent of a company’s internationalization affects innovation in terms of strategy and 

processes (Vila & Kuster, 2007). The companies which are able to accept more risks on 

entering foreign markets, i.e. companies that adopt export agreements with other companies 

or start direct manufacturing in the overseas markets, need to search for new strategies and 

processes on a continuous basis in order to obtain a better understanding of the new countries.

Nevertheless, the companies, which are placed in one of the last levels and 

internationalize the most, are not necessarily the most product and market innovation 

oriented, compared to the other companies. This means that sometimes domestic or some 

export companies can develop superior, more original and customer-oriented products than 

the companies using direct investments, joint ventures, strategic alliances or license 

agreements abroad. Thus, product and market innovations and internationalization are two 

independent decisions. These empirical results are probably due to the textile sector because 

the companies have to launch new collections (product innovations every season, and then 

differentiate themselves from the competitions (market innovations) and have to do that 

wherever they operate. This also implies that innovations are present in the domestic 

companies which never internationalization their operations abroad.

The empirical results from the relationship between internationalization and two other 

variables – antiquity of the company and antiquity of the last innovation, showed that the 

companies do not really differ significantly either in the “age” or in the “number of months 

passed since the last innovation.” This means that the number of years that the company has 
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been operating abroad, or how recently the last innovation took place are not important 

factors affecting the entry mode of internationalization. The companies were aware that in 

order to survive, they were supposed to go internationalize. 

Overall, it can be concluded that the companies should start adopting sophisticated 

entry modes even if the companies are still young and do not have many innovative products. 

Therefore, this research study offers several managerial implications. Firstly, the managers of 

young companies with saturated national markets should believe in opportunities abroad 

despite of their age, or their propensity to innovate. Secondly, not only new product launchers 

(product innovators) or new markets seekers (market innovators) are best prepared to go 

abroad.  Thirdly, strategic innovations are directly related to entry modes, which means that 

the companies must adopt a strategic focus before going abroad. Fourthly, process 

innovations are also related to the company’s degree of internationalization.

Lindman, Scozzi, and Otero-Neira (2008) conducted a research study about the low-

tech SMEs and the practice of new product development in the context of design-intensive 

products. The method used in this research study was a multi-case comparative setting 

covering the SMEs in the furniture industry in three European countries – Italy, Spain, and 

Finland.

The research study presented considerable differences in performance that occurred in 

terms of the degree of design and innovation, goal orientation and the systematics by which a 

single furniture business was managed. Proactiveness and freedom in design and innovation 

combined with systematic NPD and goal orientation developed NPD performance. The 

innovative design is applicable in the furniture industry, the same way new technological 

knowledge is in the technology industry. The management education and interests, which are 

closely related to furniture design and decoration positively influenced the level of 

implementation of the innovative designs. The research study brought several positive 

implications among which was the importance of creating a proper innovative culture and 

being open to new ideas if export markets were targeted. However, this research study also 

pointed out that if a company is not very proactive in developing new innovative products 

and is less design-intensive, then the company can focus its resources in the international 

expansion by exports and other types of internationalizations processes.

In this manner, it would be nice to compare some other similar studies about the NPD 

capabilities on the other continents. The first research study comes from the USA. Namely, 

Chang and Wang (2007) conducted a research study about the effect of product 

diversification strategies on the relationship between international diversification and firm 
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performance. Some previous studies in this field provided mixed evidence about the 

interaction effect of product and international diversification of firm performance. 

However, Chang and Wang (2007) expanded their research by closely looking into 

differential impacts of product diversification strategies on the relationship between 

international diversification and firm performance. The results showed that the related 

product diversification positively influenced the performance of multinational firms. On the 

other hand, the unrelated product diversification negatively initiated the international 

diversification-performance relationship. It is also important to mention that the evidence is 

effective for different models of international diversification and firm performance and can 

be applied for firms in both the service and manufacturing industries. It is also very important 

for firms to implement product diversification strategies and provide a potential explanation 

for prior mixed evidence.

Along with this research study, Wickramasekera and Oczkowski (2006) conducted a 

research study named about a measure of the stage of internationalization of a firm by 

restructuring the stage models. The research study presented a scale to measure the stage of 

internationalization of a company which portrayed export development as an innovation 

adoption process. The framework developed from this research study is a four-stage multi-

item scale ranging from export awareness, interest, trial to adoption.

The first stage – awareness is widely accepted as the initial stage of an adoption 

process model. During this stage, the company becomes aware of the innovation of exporting. 

The managers start recognizing the opportunity of exporting. However, the management is 

also not interested in searching for additional information regarding exports. These 

companies are still focused on the domestic market. The second stage – export interest is a 

key construct in an innovation adoption process. The management of these companies is 

already interested in the innovation of exporting, and searches for information about how 

exporting may benefit them. The new innovative strategy – exporting is seen as a feasible 

strategy. The third stage – export trial involves the management drawing conclusions about 

exporting, or determines if further information is necessary. In this stage some of the 

companies perform a “mental trial” of exporting, while some other companies export on a 

limited basis. The experience gained during this stage provides the management with 

information whether to adopt or reject the new strategy of exporting. The fourth stage – 

adoption is based on the management’s opinion of the export trials when the company 

decides to proceed with exports on permanent basis. This stage includes a level of 

commitment from the management to complete adoption of exporting. This stage also offers 
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a post adoption evaluation which leads to strengthening commitment and expansion into 

additional markets.

The analysis was based on two independent surveys of Australian wineries. 

Systematic procedures of scale development were followed including the use of confirmatory 

analysis for scare validation. The empirical results proved that the four stage model of 

internationalization possessed good psychometric properties. However, the data analysis 

suggested a strong negative correlation between the first stage of awareness and the other 

stages, and strong positive correlation among the last three stages of internationalization.

The major contribution of the successful development of the scale is that it enables a 

model of export behavior for Australian wineries to be developed by accurately measuring 

the degree of the winery’s internationalization, categorizing the companies according to their 

export behavior. This enables critical indicators of each stage to be identified from the 

multitude of external and internal factors, which are significant in explaining the export 

behavior of the companies.

As a wrap up of the cross-country analysis of this research study, Hong and Roh 

(2009) conducted a research study about the internationalization, product development and 

performance outcomes, as a comparative study of 10 countries. According to the authors, 

product development is recognized as innovative value creating effort that has become 

important in the high-risk, globally competitive environment. This research study presented a 

model that linked product development practices with product development performance in 

the context of internationalization. The empirical results were based on data from Argentina, 

China, Canada, Denmark, Hungary, Italy, Netherlands, Sweden, Turkey and the USA. 

The created hypotheses, about the relationships between product development 

practices and their outcome measures, were tested with data from 458 manufacturing units. 

The results showed that many SMEs adopted the internationalization as their new competitive 

weapon. The smaller the firms were, the more effective they were in utilizing product design 

and manufacturing involvement. On the other hand, the larger firms standardized and 

formalized the product development practices much more. Both small and large firms utilized 

cross-functional work for achieving organizational and technological integration. The 

improvement efforts toward enhancing product development outcomes varied depending on 

different regions of the world.

The important issue from this research study is the relation between the 

internationalization and the degree of innovativeness of the firms. The authors concluded that 

the small firms were more successful in the internationalization process because they needed 
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a greater market to promote their products, but at the same time, the internationalization was 

not limited to the developed countries only. The firms from the developing countries 

employed all product development practices in balanced ways similar to what firms from 

European countries did.

2.3. Relationship between internationalization process and 

NPD capabilities

There are various research studies which indicate the relationship between the 

internationalization process and NPD capabilities (UNCTAD, 2005; Veugelers et al., 2005). 

This literature relates to the drivers and motives for involving the innovation activities 

abroad, especially within R&D. However, almost all the research studies focus on large 

corporations and the way they organize corporate research and technology development 

globally (Le Has & Sierra, 2002).

The topic of internationalization of NPD capabilities mostly focuses on the 

international cooperation in innovation, which include research joint ventures, as a 

mechanism to exploit global opportunities for the firm’s innovation activities (Haagedoorn, 

1996 and 2002; Veugelers, 1997; Cassiman & Veugelers, 2002).

According to Grandstrand et al. (1993) the firm’s decision expand the innovation 

activities abroad can be related to thee motives: knowledge seeking, market seeking and 

efficiency seeking. The companies which seek knowledge intend to exploit a country’s 

capabilities with certain research capacities or technologies in order to expand their existing 

knowledge. The companies which seek market intend to access foreign markets for selling 

their innovations, i.e., to exploit their existing knowledge. In most of the cases, it needs 

adaptations of technologies to local environments and preferences. The companies which 

seek efficiency are primarily interested in decreasing costs of innovation by performing 

activities in countries with a low price/productivity ratio for innovation inputs, particularly 

human capital (Rammer & Schmiele, 2009).

According to Ito and Wakasugi (2007) the firm’s R&D and innovation units abroad 

serve different purposes, which mostly depend on the motives for internationalizing 

innovation activities. They distinguished between support-oriented R&D and knowledge 

sourcing R&D. Another research study Kuemmerle (1997) distinguished between two 

categories of R&D sites abroad. The transfer of the existing knowledge of the home-base to 

the R&D unit aboard for local manufacturing and marketing (market and efficiency seeking) 
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is the task of the home-base exploiting. Kuemmerle (1997) stated that the key objective of the 

home-base augmenting laboratory is to use the knowledge of the host country and transfer it 

to the home base (resource seeking). 

Thus, Rammer and Schmiele (2009) concluded that the experience in both export and 

knowledge protection is highly important for international innovation activities of SMEs. The 

high competition in the home market was considered to be an obstacle instead of being a 

driver. The internationalization of non-R&D innovation activities and NPD capabilities are 

initiated by high innovation costs and the lack of qualified labor is the reason for producing 

less new products. The firm growth in the home market is initiated by R&D activities abroad

and export of new products as well. In addition, there are no negative effects on home market 

growth from shifting the production of new products abroad.
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3. Method

This chapter presents the process followed in conducting the research study.

The research study is a case study which examines the influence of the NPD capabilities on 

the internationalization process within SMEs in the health industry in Sweden.

3.1. Research Approach

This research study is a qualitative one, based on an inductive research approach. This 

research approach is used while searching for the topic and interesting conclusions and 

implications that could be derived from this research study. This was done for the purpose of 

finding relevant information and the possibility of conducting a case study in the health 

industry in Sweden. 

3.2. Credibility

Kvale (1997) explained credibility of qualitative research is about ensuring that the 

purpose of the paper is fulfilled in a credible way. It means that in order for people to be able 

to evaluate what is written, it is very important for them to be able to evaluate the process and 

different choices that have been made during the process. Thus, the credibility of the 

qualitative research is enhanced by using a large set of data collected from primary and 

secondary sources. This research study in-depth examines the insight of the three Swedish 

companies in the health industry and the information which comes from the semi-structured 

interviews with the Marketing Managers is credible. Moreover, this research study also 

includes a large usage of secondary data from the companies’ web sites and annual reports, 

which are credible as well (Yin, 1994).

3.3. Case study

A case approach was deemed appropriate for capturing the complexity of the 

internationalization phenomenon (Yin, 1994).  Eisenhardt (1989) recommended case studies 

as a fruitful way of providing a deeper insight into conflicting literature, as well as enhancing 

the ability to generalize from different theoretical standpoints, which is an important goal of 

this study.
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3.3.1. Case selection

In the theory model, there is no industry factor taken into consideration. However, 

according to Kvale (1997) choosing companies which belong to the same industry is adviced 

with regards to the comparability. In this research study, the health industry is chosen because 

of the uniqueness of the products which are used regardless the financial situation in the 

world. In addition, the health industry is massively expanding nowadays and its products are 

greatly demanded by customers all around the world. The Swedish SMEs are chosen because 

of the convenient location for conducting research.

After reviewing the list of companies within the health industry in Sweden, the ones 

which did not possess a web site were left out because of the difficulties in obtaining 

secondary research data, such as annual reports, financial statements, etc. Then, a list of 

potential SMEs was formulated. After that, the chosen companies were contacted via e-mail 

and phone, informing them about the purpose of the research study and requesting about the 

possibility of taking part into the research study. The ones which agreed to participate are the 

only ones analyzed in this research study – Camp Scandinavia AB, Redsense Medical AB, 

and Phoniro AB.

3.3.2. Case study data collection

After receiving the confirmation for participation in the research study by the chosen 

companies, the case study started to be developed by gathering secondary data. At first, 

information from the companies’ official web sites, news, and articles was collected. Besides 

using secondary data, such as annual reports, internal documents were requested directly 

from the companies.

Nevertheless, using only the secondary data was not enough to gain a deeper 

understanding of the cases. Thus, the literature review was consulted once again in order to 

gather additional information for conducting the research study. Following this, a 

questionnaire, as a semi-structured interview guide was developed (Appendix 1), which 

offered the interviewees freedom and flexibility in answering. It contains items about the 

NPD capabilities and the internationalization process, with different types of questions, such 

as: direct questions with follow-up ones, open-ended questions, etc. Afterwards, the 

questionnaire was sent to the Marketing Managers one week before the actual face-to-face 
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interview, in order to give them time to prepare. The interviews were recorded and later 

transcribed. 

3.3.3. Case analysis

Firstly, general case descriptions were written according to the information from 

various sources and personal interviews, which gave an overall picture of the companies. 

Eisenhardt (1989) claimed that this process would allow the researcher to become intimately 

familiar with each case and enable the unique pattern of each case to emerge before cross-

case comparison. Secondly, different cases were compared and various theoretical 

approaches were applies to the cases (Yin, 1994). In this case, quantitative data were 

employed to perform a qualitative analysis by using the financial statements in qualitative 

manner (Bryman & Bell, 2007). By comparison of the data received from the companies, it is 

shown how different factors influenced the companies’ internationalization processes. 

Another important thing is that during the process, the theories were also applied and 

compared with the companies’ actual behaviors (Eisenhardt, 1989) in order to examine 

whether the theories match the actual reality.
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4. Empirical Findings

This chapter presents the empirical data obtained from the interviews of the Swedish SMEs in 

the health industry. The Empirical Findings are divided into three main parts, representing the 

three companies being interviewed.

4.1. Camp Scandinavia AB

Camp Scandinavia was founded in 1954 as a family business and licensed to Camp 

International, with its headquarters in Helsingborg, Sweden. In 1982 the company was 

bought by Camp International Inc., which later, in 1989, was bought by Bissell Healthcare. 

The Scandinavian element, Camp Scandinavia, was purchased in 1996 by Bertil Allard, who 

was formerly president of operations brand, Allard International, which is responsible for the 

innovative and unique products such as ToeOFF, 3D-Lite, Swash, CHECK mm. Since 2006, 

the company also operates in the USA through the subsidiary Allard USA.

Camp Scandinavia AB is an innovative family-owned business, internationally 

recognized by its own products in orthopedics. The newest orthopedic technologies create the 

basis for the company’s activities in the home Nordic market. Creativity and knowledge are 

the key elements for strengthening the market position for the future.

Camp Scandinavia AB exports its product in more than 50 different countries 

throughout the world. The products are premium products, highly innovative ones, with high 

performance functions and quality. The products include: ToeOFF Family, Combo, 

KiddieGAIT, C.H.E.C.K., S.W.A.S.H., Kid-Dee-Lite, YOKE, X-Lite, 3D-Lite, and 3D-

SAFE.

4.2. Redsense Medical AB

After a number of incidents, cooperation between technicians at a dialysis clinic in 

Sweden and a company specializing in medical technology led to the creation of Redsense 

Medical in 2006. The company has offices in Halmstad, Sweden, in Seattle, WA, USA, and 

in Senai, Malaysia. The Redsense Medical device for blood loss detection has global patent 

protection. Redsense Medical was awarded as "The 2008 European Hemodialysis Emerging 

Company of the Year" by Frost & Sullivan.
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Dialysis equipment must provide a system to protect the patient from blood loss due 

to dislodgement of the venous needle. Although it is currently permissible that this 

requirement can be met by venous pressure monitoring, a better solution has long been 

requested by the medical staff. Studies of serious incidents have showed that even complete 

disconnections may remain undetected if the venous pressure alarm limit is not properly set. 

Even with properly set alarm limits, the venous pressure monitor may not alarm.

Considerable, or even fatal, blood loss can occur when the venous needle becomes 

dislodged. Annual death figures caused by venous needle dislodgement in the USA vary 

between 5 and 10. There are 1.5 million dialysis patients worldwide who are given about 200 

million hemo-dialysis treatments every year. The market is increasing due to an ageing 

population and the rise of diseases such as diabetes type II. At the same time, the survival rate 

for dialysis patients is gradually improving. Independent treatment forms like self-and home 

dialysis currently make up a very small part of all dialysis, but many countries strive to offer 

these alternatives to more patients.

Thus, the wonderful Redsense Medical was developed. Redsense is a blood loss 

detection device comprising two parts: a sensor patch and an alarm unit. Connected to the 

alarm unit by a small wire, the sensor patch employs fibre optic technology to continuously 

monitor the venous needle access point. Redsense has developed a functioning alarm for 

monitoring the venous needle during hemodialysis mainly for the clinical environment. It has 

obtained acceptance from clinics in Sweden. The product has been presented in Seattle, WA, 

USA, a well-known centre for dialysis research and development. It has also been presented 

in Toronto, Canada, which is a leading centre for the development of Nocturnal Home 

Hemodialysis.

Redsense is built on a technology, which is based on integrated optical fibers and is 

composed of two parts - an alarm unit and a sensor unit, which are interconnected. The alarm 

unit constitutes the base technology, while the sensor unit, which comprises optical fibers, 

which carry infrared light, is a single use item.

The Redsense sensor patch comprises three parts; a plaster which you attach over the 

vein needle on the patient, an optical fiber which carries the light and two contacts which are 

connected to the alarm. An infrared signal is transmitted from the alarm unit to the sensor 

patch using fibrotic cable. In the event of bleeding, inner layers of the patch smear blood over 

the optical sensor trigger the alarm. Outer layers of the patch are absorbent.

20



4.3. Phoniro AB

Phoniro was founded in 2004 with the goal of developing a solution to streamline key 

management in home care. Phoniro AB develops and markets products that make the 

everyday life safer and easier. Phoniro AB is the market leader in Sweden with more than 

10000 lock systems sold. Today the company delivers a total solution for keyless home visits 

that include systems for apartments, villas and gate times. The Phoniro Lock System can 

easily be added such as medicine cabinets, remote control, blue tooth button and family 

portal. The products come with an administrative system to enable tracking and statistics on 

the visits made. Instead of a key, a personal digital key is used – the mobile phone. The 

digital key also works without mobile phone coverage.  Each key is unique and can only be 

activated by the caregiver who has the right to open a certain door-user. Phoniro’s four 

cornerstones are: time saving, quality assurance, security and climate.

If a patient has used its security alarms to summon help, it saves valuable time with 

Phoniro Lock System. Competent health care providers can go directly to the patient without 

having to retrieve a key first. The person can also send a temporary encrypted “key” from the 

system to other health care providers or, if there are acute cases, directly to the ambulance 

personnel.
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5. Analysis

This chapter presents the analysis of the empirical data, combined with the literature. The 

Analysis is divided into three main parts, representing the three companies being analyzed.

5.1. Camp Scandinavia AB

At the beginning the company only concentrated on the domestic market – the 

Scandinavian market. However, after the company was acquired by Bertil Allard in 1996, the 

company expanded its exports to other countries. Among some of the first countries were the 

neighboring ones – Denmark, Finland, and Norway during the 70’s, 80’s, and 90’s.

Even though the company is somewhat old, the new product development started with the 

new regime in 1996 when Bertil Allard took over it. According to Knight (2001) an SME 

internationalization venture tends to be facilitated by factors that operate at two major levels 

within the firm and termed orientation and strategies. The orientation of this company was to 

develop products that would help the injured people in their basic needs to feel comfortable 

in the community they live, while the strategies were mainly focused on expanding their 

activities abroad and make the world a better place for living.

In the wide range of products, the first new product, which is the main product of the 

company or the “back-bone”, is ToeOFF and it was developed in 1997, one year after the 

new acquirement of the company. According to Ruzzier, Hisrich, and Antoncic (2006) the 

countries which experience balance of payment deficits tend to raise the level of 

internationalization of their SMEs so that they would decrease unemployment and increase 

economic growth. However, that was not the case with this company because the reason for 

the internationalization was mainly the size of the Swedish market. Thus, in 2002, a new 

company in Belgium was acquired, which was used only for production of synthetic plaster 

products. Meanwhile, the company expanded its production facilities to Hong Kong, where 

most of the production takes place these days. Besides these two countries, the other 

countries where the company operates are mainly with sales offices of distributors. The 

newest product developed very recently is “cut for custom” which was developed mainly for 

the American market. It is similar to the synthetic plaster but it comes in different sizes and 

shapes, depending on the part of the body. This new product was developed as a specific 

request by the American market, as a particular need for different hospitals and other medical 
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institutions. According to Gjellerup (2000) and Ruzzier, et al. (2006) globalization positively 

affects the SMEs in the process of their internationalization, making them become active 

players in the international arena. Thus, the company expanded its activities on three 

continents, making it become a global player in the market.

Since the beginning the company has been growing rapidly, so now there are around 

25-30 employees working in Sweden, and also there is an increase of employees in the other 

entities, and especially Belgium, where there are around 7 employees. According to Doole 

and Lowe (2008) during the process of internationalization, market selection and market 

entry mode are two important aspects for a company to consider when conducting its 

international strategy. Market selection relates to the geographical expansion in different 

countries and market entry mode relates to the methods used to enter a new market. 

Considering the level of involvement of the company and the level of risk existing in the 

entry process, there are four main entry modes: indirect export, direct export, joint venture or 

strategic alliances and fully owned subsidiary. In this company, the production is mostly done 

decentralized – in Belgium and Hong Kong but there is at least a four-time per year 

production quality-check on the overall production. Besides these two countries, in 2005, the 

company continued its internationalization process by buying off subsidiaries in other 

European countries – Island, Italy, Benelux, Germany and Spain. In these countries, the 

company continued using the brand Camp. The company then continued its 

internationalization into the American market and opened their first office. The future plans 

are opening a subsidiary in China and continue its production there as well. In addition to it, 

they are planning on launching some new businesses in the USA, too. 

The Uppsala Internationalization Model is seen as a dynamic model where the 

internationalization of the companies is constantly increasing due to different types of 

learning (Johanson & Vahlne, 1977, 1990). The growth that the company has been 

experiencing was mainly outside of Sweden, being an international company. From the 

beginning, the company followed the Uppsala Internationalization Model, while later on, it 

continued its expansion with accordance to the size of the markets. The main way of 

internationalization is through distributors, having 45 around the world. It is still a small 

company but nevertheless, the main and core business is focused on business-to-business 

customers, not to the end users. The biggest distributors and subsidiaries are placed in 

Sweden and in the USA (Doole & Lowe, 2008).

Even though the company is very international, the main innovation happens in 

Sweden and the president is mainly responsible for it, i.e. he has the last word. Nonetheless, 
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there is also a team from different specialists from technology and marketing who consult 

with the main product development in developing the new products. In addition, the company 

attends annual exhibitions and fairs where they gain new experiences by interacting with 

other companies in the same field of product development. This goes along with the research 

study by Vila and Kuster (2007). They conducted a research study about the importance of 

innovation in international textile firms. Even though the industries differ, the main idea is 

the same. Vila and Kuster (2007) proved that the extent of a company’s internationalization 

affects innovation in terms of strategy and processes. The companies which are able to accept 

more risks on entering foreign markets, i.e. companies that adopt export agreements with 

other companies or start direct manufacturing in the overseas markets, need to search for new 

strategies and processes on a continuous basis in order to obtain a better understanding of the 

new countries.

The last innovation that took place at the company was the cut-for-custom for the 

American market, but they tend to introduce new products and modifications every new 

season. In addition, they also try to come up with new products for different types of 

customers and there are around 5 new products introduced every year. According to Villa and 

Kuster (2006) the relationship between internationalization and two other variables – 

antiquity of the company and antiquity of the last innovation, showed that the companies do 

not really differ significantly either in the “age” or in the “number of months passed since the 

last innovation.” Thus, the last innovation should not encourage or discourage the company 

from being innovative within the next stages of international development.

Since most of the products are produced for the European and American market, there 

are no major differences in the products, and thus, there is no need for adaptation and no 

specific changes are needed, except for labeling, accessories, or packaging which might differ 

from one to another country. However, if the company expands more towards the East, i.e. 

China, there might be some changes that need to take place, but for now, such changes are 

not needed (Hong & Roh, 2009; Siu, Lin, Fang, & Liu, 2006; Pitta, 2005).

After taking into the consideration the new product development and the 

internationalization, there is a general, overall, conclusion that can be drawn – they are both 

dependant on each other and they go along with each other. “No product development, no 

internationalization and vice versa.” This means that they are dependant on each other and 

cannot be taken separately (Vila & Kuster, 2007; Hong & Roh, 2009; Siu, Lin, Fang & Liu, 

2006; Pitta, 2005; Lindman, Scozzi & Otero-Neira, 2008).
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The rules and regulations in Europe and in the USA are harmonized and similar to 

each other. However, the reimbursement is the key for the business because in Sweden, there 

is an easy-ruling of what the society and state are paying for, while in other countries, those 

reimbursement rules are different and much more complicated because certain products are 

paid by the state or insurance companies, like in the USA, but some products are not, so a 

great confusion can happen (Wickramasekera & Oczkowski, 2006).

The innovation takes place in front of the competitors, as the company has a very 

outspoken ambition to be innovative and first in the market. Thus, they possess a number of 

products which are totally different than the competitors’ ones, trying to initiate innovation 

within the industry.

5.2. Redsense Medical AB

It is a company that has developed products to prevent dislodgement of needles while 

doing hemodialysis. The company was founded in 2005. In Sweden there are 5 employees, 

while in Malaysia, where the production takes place, there are around 12-14 employees. All 

the production and procurement happens in Malaysia, while in Sweden, there are product 

development, regulatory affairs, and marketing. This shift of the production from the 

domestic to the foreign plant is discussed by Knight (2001). Nowadays, it is more and more 

common for a company to be considered as a domestic one, even though it produces its 

products in another country. Recently, it has become a regular practice to shift the production 

to the third world countries where the labor is cheap and more productive. 

Internationalization basically means a geographical expansion of economic activities 

across national borders (Gjellerup, 2000; Ruzzier, et al., 2006). The company 

internationalized mainly in the USA and UK, and different parts of Europe, while a lot of 

production happens in South-East Asia – Malaysia and Singapore. Almost all sourcing of the 

products is done in Malaysia, while there are only a few parts of the products which are 

produced in Sweden and then they are shipped to Malaysia for final assembly. Nevertheless, 

the main markets are in Europe – Scotland, because some hospitals experienced problems 

with the hemodialysis and then they found the benefits of their product. Thus, the need was 

the main factor for the start of their internationalization. After Scotland, the company 

expanded into the rest of the UK, then Holland, France, Germany, Denmark and Norway. 

The domestic market in Sweden is not a real focus for the company. The biggest market is the 

American market, which covers one third of all the sales. The Uppsala Internationalization 
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Model (Johanson & Vahlne, 1977, 1990) which includes state aspects and the change aspects 

is not followed. This is due to the fact that the company’s strategy was to enter markets 

according to their size – aiming from larger to smaller ones. Thus, the knowledge-based 

model did not work for them. However, the other internationalization model – Innovation-

related Model (Gankema, Snuif & Zwart, 2000) is integrated on a higher basis, as the model 

suggested that the internationalization process has to deal with the innovation of the firm. 

Thus, it gives more of a clear picture of the “disorganized” internationalization of the 

company.

Clercq, Sapienza and Crins (2005) found out that the firms’ international learning 

effort and entrepreneurial orientation were positively associated with internationalization 

intent, while domestic learning effort was negatively related to internationalization intent. 

During the last year, the company entered 4-5 new markets – Canada, France, Germany, and 

Malaysia. Malaysia was chosen because it is a huge market and having a rather good standard 

in the health-care system, taking care equally of all the patients. The production was started 

in Malaysia in particular because of a personal network of the owner and founder of the 

company. In addition, the institutional and governmental factors were more positive towards 

international companies compared to the other cheap-labor countries in the region. The 

highly-qualified labor was another crucial factor for starting the full production in Malaysia.

There is no particular order, but probably they are picked in the order of size. The 

bigger countries come first. The way to sell the product can also be considered as a factor of 

choosing the countries because in some countries it is easier to distribute the product to the 

hospitals, while in some other countries the distribution is much more complicated. Thus, the 

main way of internationalization is selling through distributions. However, there are also 

subsidiaries in the USA, and in Singapore for getting invoices from other foreign countries. 

Since it is not allowed to export from a Muslim country – Malaysia to the USA, the company 

was supposed to open a subsidiary in Singapore, so that the products would be shipped from 

Malaysia to Singapore and only then to the USA (Gankema, Snuif & Zwart, 2000; 

Andersson, 2000; Ruzzier, et al., 2006).

The main product development happens in Sweden, while the production takes place 

in Malaysia because of cheaper labor and cheaper materials – electronics, fiber optics, etc. 

From the whole market, around 95 percents of the sales come from outside of Sweden. All 

the products are exported to other countries as well (Vila & Kuster, 2007; Hong & Roh, 

2009; Siu, Lin, Fang & Liu, 2006; Pitta, 2005; Lindman, Scozzi & Otero-Neira, 2008).
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The company is founded on one big innovation, but there are some smaller and 

incremental improvements which take place from time to time in order to improve it and 

make it more reliable and cheaper. The medical devices cannot be drastically changed in 

general because then they would have to be tested again and it is highly costly. The new 

innovations are still not gone into real products because it takes a longer time to enter the 

market. Thus, at the moment, there is only one product available in two versions in the 

market, and there is one new product on the way, but they are all on the same basic 

principles. The differences in the products are due to the slightly different demands in the 

international markets, mainly comparing the European and the American markets (Siu, Lin, 

Fang & Liu, 2006; Pitta, 2005). 

The last innovation happened this year and some new ones are currently happening. 

However, the process development happens both in Sweden and Malaysia. Basically, only 

one person is developing the new products with the help of a few consulting engineers, 

suppliers, and regulatory officials. The technical manager and the general manager visit 

Malaysia 3-4 times a year for total quality management of all the production. According to 

Villa and Kuster (2006) the relationship between internationalization and two other variables 

– antiquity of the company and antiquity of the last innovation, showed that the companies do 

not really differ significantly either in the “age” or in the “number of months passed since the 

last innovation.” This means that the number of years that the company has been operating 

abroad, or how recently the last innovation took place are not important factors affecting the 

entry mode of internationalization. The companies were aware that in order to survive, they 

were supposed to go internationalize (Vila & Kuster, 2007).

In the global market, there are no similar products, and thus, the manufacturers of 

dialysis machines have different types of solutions for the problem of blood-flood. They 

usually use alarm systems, detecting pressure changes and needle dislodgement but the 

pressure changes all the time in the body, so the alarms do not really work. There are 5-10 

companies in the world producing dialysis machines but still the problem exists and there is a 

great room for the company to expand their business. However, those companies cannot be 

considered as direct competitors because they still cannot solve the existing problem in the 

way Redsense Medical does. Nevertheless, the other companies try to develop some devices 

within their dialysis machines to prevent the needle dislodgement. Redsense Medical is even 

more confident with it because the company would be able to expand their market after the 

public gets to know that the needle dislodgement is a real problem and has to be solved 

(Lindman, Scozzi & Otero-Neira, 2008).
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The company is very much ahead of the competitors because the company possesses a 

lot of new innovations, but the goal now is not to innovate but to decrease the costs and make 

their product cheaper. Thus, the market would be more opened with cheaper costs. Before 

entering new markets, the company makes analysis by looking at the distribution system and 

the actors that could possibly distribute the product as strategic partners (Wickramasekera & 

Oczkowski, 2006).

The new product development and internationalization definitely go together because 

in the health industry, the company has to know the rules and regulations of the country that 

they are willing to enter, and thus, their products have to be developed in the same way. 

Thus, it is easier when the company knows which markets it is going to enter from the 

beginning. However, today if the company meets the European standards, then it can 

basically enter any country in Asia as well because the Asian rules and regulations are not so 

much developed as in Europe (Vila & Kuster, 2007; Hong & Roh, 2009; Siu, Lin, Fang & 

Liu, 2006; Pitta, 2005; Lindman, Scozzi & Otero-Neira, 2008).

When marketing such a product, there are two main problems: all the rules and 

regulations of the countries must be followed and the reimbursement systems must be met as 

well. There are two different types of processes for certification of their products. In Europe 

the “CE” stamp should be received, while in the USA, the “FDA” regulations have to be 

followed. Thus, the rules and regulations are pretty much balanced and standardized. 

5.3. Phoniro AB

The company was founded in 2004 and the main business idea was developing a 

solution to streamline key management in home care. It is a mid-size company with 17 

employees in Sweden. The sales within the last year were 24 million SEK, which put this 

company into the category of small and medium enterprises. Accordign to Knight (2001) the 

small and medium companies benefit even more from the internationalization process 

compared to the bigger enterprises.

Even though the company operates only for 6 years, the degree of international 

experience is pretty high. The company started its internationalization process from the 

neighboring countries – Denmark, Norway, and Finland, respectively. However, the Danish 

market gives a more complete picture of the internationalization process because it is the 

biggest market and more than half of the exports are directed to this market. These countries 

were chosen in this specific order because of the fairly similar business idea in the health 
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industry, especially in the sector for elder care. Denmark was the most similar market, while 

Finland was the last market entered mostly because of the language barrier. In this case, the 

Uppsala Internationalization Model was used (Johanson & Vahlne, 1977, 1990). 

The primary and only foreign entry mode is indirect export via distributors. This was 

the cheapest and the only possible way for the company right now. However, the company 

plans on intensifying its internationalization process in the future, through direct exporting 

and opening their own subsidiaries. According to Vila and Kuster (2007) this company uses 

the first stage of internationalization – indirect export through the firm’s representatives 

acting on the company’s behalf in the global market.

More than half of all the exports during the last years have been allocated to foreign 

countries. This means that the company is focused externally, towards the other countries, 

rather than internally. The products exported include all types of products for the elder people 

such as:  social alarms, keyless lock systems for home service, etc. The company innovates 

quarterly, i.e. four times a year, trying to stay innovative in the market and bring new 

products to the market every season. The last innovation in the company happened at the 

beginning of the year, which means that the company is still very active in the new product 

development process (Hong & Roh, 2009; Vila & Kuster, 2007).

The company has a special team which is responsible for new product development 

and innovations which includes engineers and specialists, who innovate by the help of the 

market needs and other specialists from the Swedish institute for handicap aids, AHR – 

anhörigas riksförbund and Hälsoteknik alliansen. The use of internal and external parties 

involved in new product development was also discussed by Wickramasekera and Oczkowski 

(2006). Thus, having a mix of both insiders and outsiders gives a clearer picture of the full 

new product development of the company.

The new product development takes place in the company when the market shows the 

need for new products and then the products are developed. The new product development is 

usually adapted to the regulations and local market needs to the countries where it operates. 

Since the other Scandinavian countries’ regulations and rules are similar to the Swedish ones, 

there are no major adaptations needed. 

The innovations and new product development happen in the company mostly 

because of customers needs and with no relation to the competitors. However, sometimes if 

the competitors fail to develop a product which meets the needs of the customers, then the 

company develops a new product as well. The company does not compete on the intensity of 
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introducing new products with the competitors because the market, where they operate, is 

very slow (Lindman, Scozzi & Otero-Neira, 2008).

The company usually develops new products and then conducts a thorough research 

of the market which is supposed to enter, by analyzing the already existing products there, the 

competitors, the rules and regulations, etc.

The need for technical aid products for health and elderly care markets are quite 

similar in Europe. The infrastructure is not as advanced in Europe, as in Scandinavia though. 

For instance, the company’s main product the Phoniro Lock system, fits to all Scandinavian 

doors and locks. Scandinavian locks are compared to the European standard much more 

advanced and secure. To be able to fit the product on a door fitted with a European standard 

lock case would take some more development (Pitta, 2005).

The new product development and internationalization cannot be defined without 

each other. They go along because the need of a product solution in the international market 

usually drives the new product development, but on the other hand the internationalization is 

dependant on the product development because of the different rules and regulations of the 

international markets. Thus, they cannot be separated from each other and always go together 

(Vila & Kuster, 2007; Hong & Roh, 2009; Siu, Lin, Fang & Liu, 2006; Pitta, 2005; Lindman, 

Scozzi & Otero-Neira, 2008).
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6. Conclusion

This chapter focuses on the general conclusions drawn from the research study and their 

implications and possibilities for further research.

6.1. General conclusion and discussion

Based on the practical and theoretical background presented in this research study, it 

can be concluded that there is a relationship between the NPD capabilities and the 

internationalization process in the companies within the health industry. However, it cannot 

be shown whether the NPD capabilities only influence the internationalization process in one 

direction or whether the internationalization process only influences the NPD capabilities in 

another direction. Overall, the NPD capabilities and the internationalization process go along 

with each other and they are both dependant. As one of the Marketing Managers being 

interviewed said: “No product development, no internationalization and vice versa.” 

Therefore, the research question cannot be clearly answered as a plain “yes” or a plain “no”. 

Since the three companies analyzed in this research study are more or less similar to 

each other, general conclusions were drawn instead of using a cross-case analysis and 

comparing and contrasting the companies. Thus, general conclusions were developed based 

on the illustrations derived from the interviews. Most of the companies in this research study 

are nearly “young” companies which started their internationalization process at an early 

stage. Most of them were established some few years ago, and they started internationalizing 

their products immediately. Some of them decided to follow the Uppsala Internationalization 

Model (Johanson & Vahlne, 1977, 1990), some of them decided to follow the Innovation-

related Model (Gankema, Snuif, and Zwart, 2000), while some decided not to follow any 

model and internationalize according to the size of the markets and personal preferences. The 

choice of internationalization was purely a decision of the entrepreneurs and their personal 

and professional networks. All the companies were placed in the category of small and 

medium enterprises as the number of employees was less than 50. Even though some of the 

companies did not disclose the total sales within the last years, they did not exceed 50 million 

SEK, which is another determinant for placing them in the category of small and medium 

enterprises. 
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The degree of internationalization of all the companies was very high, as they started 

their international strategy in the early stages of their development. Some of them decided to 

start with the neighboring countries – Denmark, Norway, and Finland, while some others 

aimed at other European, American, and Asian countries. It is important to mention that two 

of the companies worked in a decentralized way – having the production facilities abroad, 

while one company was centralized by having the production facility in the domestic market. 

This means that the companies are shifting towards the new trend of producing abroad by 

several on-site inspections per year. This practice is becoming very common because of the 

cheap and educated labor in the third world countries and in Asia. Nonetheless, there were no 

major differences between the companies who were decentralized on one hand, and the 

centralized ones, on the other hand.

All the companies were active in the neighboring countries, while one of the biggest 

markets for them was the American one. The American one was chosen as a target because of 

the great potential and strong economy. However, all the companies were planning to expand 

towards the East, and especially China, knowing the fact that China is becoming one of the 

major players in the world, and soon it is going to become the number one super-power. The 

most common way of internationalizing was the indirect export and in some cases direct 

export and own subsidiaries. However, all of them had a common goal – greater international 

expansion in the future through direct export and opening their own subsidiaries.

All of the companies possessed an intense export of the total production, which was 

more than half of it, in general. All of the products which the companies produced were 

exported, which means that there were no “domestic-use-only” products in their range. This 

means that the companies are very much focused on the international markets from where 

they gain most of their revenues and profits. All of the companies tried to innovate a few 

times per year, but most commonly they were innovating quarterly, i.e. every new season. 

Almost all of the companies innovated this year with the start of the new season and they 

kept on having the same practice.

In all of the companies, a new product is developed directly by the owner and some 

other internal experts, together with external parties and specialists. The companies which 

used the foreign market for production were usually innovating and developing new products 

domestically and then the knowledge was transferred to the foreign plant. All of those 

products were tested internally and passed the European and American high-quality 

standards. All of the companies answered that the new products are actually easily adapted to 

the new markets because the European and the American rules and regulations are nearly the 
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same with some small changes. Thus, the need for adaptation is low for now. However, in the 

future they will probably have to adapt their products with accordance to the new laws and 

regulations of the other countries outside of Europe and the USA.

Another important issue to be mentioned with the rules and regulations is the 

reimbursement system. This was a problem with all of the companies because in some 

countries, the payment for such types of healthcare products was done by the government, 

while in some other countries, the payment was done by the insurance companies and 

privates people. Even though it does not seem to be a major problem for now, the companies 

are scared that in the future, the problem might expand by the greater international expansion 

to “unknown” countries.

All of the companies start innovating and introducing new products by themselves 

and try to be ahead of the competitors. There is no fear of the overtaking of the business by 

the competitors, but their presence in the market is seen as a positive feedback for their work. 

However, sometimes if the competitors introduce a new product and are not very successful 

in it, the companies are trying to take over their business. In general, there is a lot of analysis 

done before entering a new market due to the rules and regulations for the reimbursement 

system of those countries and quality-control, as well. 

Overall, there is definitely a relationship between the NPD capabilities and the 

internationalization process. Even though it is not proven which one of these variables has a 

greater influence, they definitely go along with each other and successful companies pay 

equal attention to both of them equally. Some of the companies try to develop new products 

first and then internationalize, while some other companies are focused more on expanding 

into the international market and then developing new products.

6.2. Implications

There are number of implications from this research study. However, it can be 

concluded that:

• Managers of young companies with saturated national markets should believe in 

opportunities abroad despite of their age, or their propensity to innovate.

• Innovative culture and knowledge and capabilities play an important role in the 

international, entrepreneurial company. 
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• Capability building process in small and medium companies would be driven by 

entrepreneurial owner-managers with a global mindset, prior international 

experience and a learning orientation. 

• Managers of small companies should focus either on their international expansion 

and invest money into their NPD capabilities, simultaneously.
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Appendix 1 – Semi-Structured Interview Guide

Internationalization Process

When was the company founded?

What is the size of the firm?

What is the number of employees?

What are the sales in the last years?

What is the degree of international experience of the firm?

How many new markets did you enter in the last years? 

Which markets give a more complete picture of the internationalization?

Which markets are you active in and what is the order of entering?

Why did you enter these countries in this order?

What is the type of foreign entry mode?

• indirect export (intermediary services in the foreign markets)

• direct export; any kind of export agreement (piggyback, exporting consortium, 

international joint venture, European economic interest groups, international 

franchises, international strategic agreements); 

• direct manufacturing in the overseas markets

NPD Capabilities

How much from the total production did you export in the last years (%)?

What products do you export?

How often does the firm innovate within the new product development?

When did the last product innovation take place in the company?

How do you develop a new product?

How does the NPD process look like in details?

How do you need to adapt your NPD with accordance to new markets?

Do you start innovating and introducing new products if the competitors do the same?

What is the intensity of introducing new products before the competitors introduced new 

products?

Do you start introducing new products and then internationalize in new markets or do you 

analyze the new markets and then develop new products?

What are the different needs of products for different markets?

What are the different institutional regulations between the countries?
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How does the innovation within the product development influence the internationalization 

process? Is there any reverse relationship, meaning that the internationalization process 

influences the new product development?
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