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Abstract

Various export strategies and methods can be u$eth wntering foreign markets. When using

intermediaries, the company has to choose whidssabresentatives are best suited for them.
alternative are distributors, who are buying thedpicts from the company and selling them to|
end-users on the target market. The goal of thesishwas to study what is demanded fro
distributor to be a profitable partner and how diribution network should be developed in
target market to be more efficient and succes$te. case study was done in a SME company
Eastern Finland which is already operating on theget market but wants to improve
performance.

Qualitative research methods were used. Thesededlinterviews and discussions with the sta
well as current and potential distributors, as vasllan analysis of the current market situation
company material. A major research tool for thisecatudy was observational research u
empirical data collected by the author.
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The research findings indicate that the genera¢ld@vwnent of product sales on the target market is

positive. Three different categories of distribst@merged on the target market: 1) Distribu

tors

who are responsible for a larger area and priangizo the products of the Case Company, 2)
Distributors who have a larger selection of produch the same field but promotes the Case

Company's products and 3) Distributors who simglyehthe products in their portfolio but who

are

not promoting the product actively and/ or permdlyemifferent levels of training and especially

discount are offered to the different groups ofribsitors.

The aim for the Case Company should be to implerhettier distributors of category one, wh
getting rid of distributors of category three ampditing up the category two distributors among
category one distributing partners.

Keywords
Internationalization, distributor, export, medidalvices, case study

Note

ile
the




CONTENTS

1 INTRODUCTION ....cctiiiiiiiiiiiieee e e ettt e e e e s st eeaeesesnbteeeeeeeesnnneneessnnssees 5
2 THE CASE ENVIRONMENT ....ouiii et e e et eeaa e e eanaas 8
2.1 The Case COMPANY ...ccciiiieeeeeeeeie et ceeeeeemr s s s e e e e e e e e e e aeeeeeeeaesesenn s nnnnnnnnnns 8
2. 1.1 ProduCES......ocviiiiiii i e 9
2.1.2 COMPANY STFUCTUIE ....cceuuniiiiiiesescmmmmmn et e e et e et e e et e e enaeeee 10
2.1.3 Current MarketS OVEIVIEW.........cccuuiiiiiieiiiiieiiiiiiiee et 12
2.1.4 SAleS ChanNEIS .....cooevuiiiiii e eeemmmm et e et eeeees 13
2.1.5 German Market before Restructuring ........cccccooevvvvveveeeiiiiiicciieen. 14
2.2 Role of the Author in the Case COMPANY .eeiiiiiiiiiiiiiee e 16
2.3 SCOPE Of the STUAY ....uveeiiiii oo e e e e e e eennneeeeee 18
3 INTERNATIONALIZATION AND EXPORT STRATEGIES ..., 20
3.1 Risk Perception and Company Performance .. ...cvveieiiiiiieeeeeeennnnnnnn. 20
3.2 EXPOIT Strat@QIES. ....coeeiiiiiiiiiti ittt e e e e e e e e e ee e e e e e 21
3.2.1 Market Entry Methods ..........uuiuuiiiieeeeeiiiiiiii e 22
3.2.2 INtErMEAIANES. ...uueiiiee et eeees 22
3.3 Evaluating DistribDULOrS ............uuviiimmmmmee e 24
3.4 Market SegMENTAtION...........cooeiiiii oo e ettt eaaeeeee s 24
4 RESEARCH PROCESS AND METHODS........ooiiiicemiiiecee e 26
4.1 REeSEAICh PrOCESS .....ccooiiiiiiiieei s 26
4.2 METNOUAS ...ttt e e 27
4.2.1 CASE STUAY...ceeiiiiiieieeiiie ettt 27
4.2.2 Data Collection — Interviews and Company Mal®......................... 28
4.2.3 Data ANAIYSIS ..coeeiiiieeieeie e 29
T N 101 2= 11 0] PP SURPPPPPRRPP 31
5 RESULTS AND FINDINGS ....cooiiiiiiiiiiiiee s mmmmmieieeee e e eiiieeee e e s s asnnneeeee e e e ennes 33
5.1 The Case Company in Germany — Results frorB#a&ground Research ... 33
5.2 ODSErvation - RESUITS..........uuuiiiiiimmmmen ettt e e 34
5.3 Interviews and Meetings - ReSUIS....... .o s 37
5.3.1 March 2010 GEIMANY ........uuuuuuuunmmmmmmmeeeeeeeeennntnnaaaaaeeeeeeeaaeeeees 8.3
5.3.2 JUNE 2010 GEIMANY ...uuuiiiiiiiiieceme e e e eeeei e eeeeen e e e eeeennnasd 44.
5.3.3 September 2010 Finland ............uuooooriiiiiiii e 8.4
5.3.4 MEDICA Trade Fair in Dusseldorf November 2010...........ccccc..... 50
5.4 Case Company: Interviews and INSIQALS . eeeevvviviiiiiiieee e, 51

6 FINDINGS, CONCLUSIONS AND DISCUSSION ......ccoeeiiiiiiiiiie e 58



6.1. Findings and Recommendations.........cccceeeerurruunniiiiiieeeeeeeeeeeeeeeeeennnnnns 58

(A @] o Tod 1153 o] 1S 60

R T I 1S o] U 1S3 [0 o SR 61
REFERENCES ... ..o ittt eee e e e e e e e e e e e e 63
APPENDICES

APPENDIX 1 Sets of Interview Questions for Case @any Personnel ........... 66

TABLE OF FIGURES

Figure 1. Company Structure and CONNECLIONS...........uveiiiirieeeeeeeeeiereeeeeinnnnnns 11
Figure 2. The Global Markets for the Case COmMpPany.........ccccceeeeeeeeeeeeeenneenee. 13
Figure 3. Distributors in Germany, October 2009...........cccoovveieeeeeeiiiriieeeiiiinns 15
Figure 4. Scope Of the StUAY .......eeiiiii e 19
Figure 5. Timeline of Thesis Research ProCeSS . ........oovvvvviviiiiiiiiiiiieeeeeeee, 26
Figure 6. Qualitative analySiS PrOCESS .....cccovvieiiiiiiiiiiiieeeiii e 30
Figure 7. Cost Comparison over 5 years of US€...........covvvvviiiiiiiiiiiiiieieeeeeee, 36
Figure 8. StrategiCc POSITIONING .......uuuiiiiiaiieie e 56
Figure 9. Future Germany, 3 distribution area@s ............ccccceeeiiiiiiiiiieeeeennnnnnd! 0.6

TABLE OF FINDINGS

Main Finding 1: Quality Needs tiMe ..........commmeuuiiiiiiiie e 39
Main Finding 2: Key intermMediary ...........ooeeeeeuiiiiiiiiie e 40
Main Finding 3: Create a distributor Kit..........cccccoooiiiiii 41
Main Finding 4: Give responsibilities .............uuiiiiiiiiiiceececceeeeaa 42
Main Finding 5: LiSten and ACt..........oooiiiiiiiiiiiiiiiiie e 43
Main Finding 6: Partner CheCK-LiSt.......... o ceeeiiiiieeeeeeeeieeeeeecciiann 45
Main Finding 7: Target Key-Personnel ... 46.
Main Finding 8: Localisation IS the KeY ........cccoooviiiiiiiiiieiieee e 47
Main Finding 9: The RIght PriCe .........iiii e 48
Main Finding 10: Positive Signals for the FUtUre.............ccoovvvvvvvviiiicciceee e, 49
Main FiNdiNng 11: PercePliON ........uuuuuuumimmmmmmaeee e e et ettt 51
Main Finding 12: Sales reqUIre SEIVICE ..o wererruumniiiiaaeeeeeeeeaeeereeeeennnnnne 52
Main Finding 13: The LogiC Of LOQISHICS......cuumiiiiiiiieeiieiieeeeeiiiiiiie e 53
Main Finding 14: Branding ............ceooiiieeeeeiiieeeeeeeeeeeeeeeeeeeivieens e e e e eneee s 55

Main Finding 15: Prime ManufacCtUrer.........coccceoooeeiieiiiiiiiiiieeiiiiiicce e 57.



1 INTRODUCTION

Commonly, most companies working in the field ofdical device technologies are
relatively mature. Although companies are emerginghappens less frequently.
Further the market for medical devices is changiickly and sometimes even
aggressively due to the increasing number of merged acquisitiond.aurell et al.
(2010) discovered in their case study about a Sskedmall and medium sized
enterprise (SME) in the medical technology busindss: “The starting point in the
internationalization [...] is the entrepreneurigdutn and their personal network.” This
is also true for the company in this case studfpoalgh the main emphasis is not on
starting the internationalization process, it ithea on how to restructure business
operations in a target country after the initidemationalization process took place.
Even so, strategic approaches which can be used vgh@nning the initial
internationalization can also be used in this cdsdy. The strategy which is taken
into use depends on the goals that need to bevachand on the direction that needs
to be taken.

The aim of this thesis was to evaluate the curstatius of the Case Company on a
selected target market and to review the case fgpéeicisions and actions taken by
the company up to this point. Also, the goal wadfital novel approaches for a
restructured business strategy on this target maiktee Case Company is a SME
company from Eastern Finland which produces ant$ sekdical devices both in
Finland and in multiple countries abroad. Due tafictentiality issues, the name of
the company as well as certain company materidlneil be published. The company
has been operating on the selected target market&hy, before but they wanted to

improve the functions and sales on this markehéurt

Main research questions identified for this thegese:

What are the key features any distributor should demonstrate in order to be a

profitable partner for the Case Company?

How shall the future distribution network in the target market be developed in

order to be more efficient and increase success?




The first question aims to show and outline whatdkiof business partners or
distributors suit and fulfil the requirements oét@ase Company. Some of the issues
discussed are the customer structure partnershengroducts they are able to sell.
The study will also define what kind of status gatners should have before entering

negotiations about a future distributorship for @ese Company.

The second question aims to give an answer toghergl underlying issue of how the
performance on the target market Germany could nipgrdved. This thesis will

answer how the turnover in the target market cdddincreased and how hidden
potential and dark spots on the map could be uelbckurther the study aims to give
ideas on how the Case Company can increase thaiedigess of their sales channels
and how they can improve communication with thesahannels and thereby gain a
better control and access over the target markiet. thesis aims to generate and
manufacture ideas and plans on how to increasprttuctivity and the profitability

of the case target market: Germany.

In order to answer the main research questionsralewther issues have to be
clarified. The current market situation has to balgzed the distributors and their
level of activity as well as the profile of poteaitpartners have to be identified. Also

the challenges and opportunities for the compameg e be acknowledged.

The thesis is divided into five chapters. The acutrrehapter (Chapter 1) explains the
main ideas of this thesis, introduces the mainamesequestions and describes the

structure of the thesis.

In Chapter 2, the case environment and the Casep@uwynits products and current
markets are introduced in detail. Also, the mogtontant details on the sales markets
and channels, especially in the target market, mallexplained. Furthermore, the role
of the author of thesis in t@ase Company will be introduced so that the rebdsr
the ability and the tools to form a holistic pi&wf the case study environment. This
background information is provided so that the némdrestructuring the business
operations on the target market as well as theesobphe study can be understood.
The company background information was obtainedhftbe Case Company’s files

(confidential) and meetings with the personnel.
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Theoretical background for the study is presente@hapter 3. The used literature

will highlight possible strategies and their implions for the Case Company and its
field of business. The theory was researched framoké and articles mainly
concerning internationalization, market entry adl @e general marketing principles
and strategies. Also, various Internet sources weeel. The theoretical sources were
chosen so that they mostly concentrate on SMEsnameé precisely, the medical

device sector.

In Chapter 4, the research methodology is introdudéis chapter describes the
properties of a case study, the data collectiorhott used, the analysis of the results
and the limitations of the study.

In Chapter 5, a brief summary of the situation be target market as well as the
results and findings are shown and further disaugs€hapter 6. In Chapter 6, also a
new strategic approach to restructure the targekehauccessfully and efficiently is

proposed.



2 THE CASE ENVIRONMENT

In order to be able to understand the reasondhérdstructuring of the target market,
and to get a better picture of the Case Companyitanistory and structures, this
chapter introduces the basic details and factstabheucompany, its products and the
overall background for this study. The most impatrtdetails about the sales markets
and channels will be highlighted — special focusn@pein the target market i.e.
Germany, which will be introduced and analysedetad. Also, the role of the author
in the Case Company will be introduced. After regdihis chapter, the reader should

have a holistic picture of the case study enviramme

2.1 The Case Company

The Case Company is a Finnish SME company founded20 years ago. Since then
it has gained a high profile for the developingydarcing and marketing of medical
instruments and systems for physiological data iadgun and processing. The
company and business idea were born when the fowardkeowner of the company
was approached by the Finnish army with a requestetelop a PC-based medical
device system. From this point onwards the Case paomn developed and
strengthened its profile, thereby becoming a glaoatender for innovative solutions

in the medical device market.

The excellent reputation the company establishewh fits products and solutions led
to its involvement in the NASA's MIR Space Missioaad the company was
contracted by NASA to develop a medical instrumémt physiological data
acquisition and processing. This medical instrumgas used on the NASA MIR
space station missions. Consequently the compapgrisof an esteemed elite group

of companies whose products were successfully imsedter space.

The company is known to be able to meet the rapidlyeloping demands of the
medical community. A clear sign of their strengdimsl capabilities is the fact that they
hold about 80% of the market share for their typenedical devices in the Finnish
market. In the whole of Scandinavia the companyagead to gain about 50% of the

current market share for such products.
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In order to further strengthen their profile initheore domestic market, the company

has established a road show, which includes infoom&eminars and teaching course
sessions. This road show aims to ensure that thessrs of their medical systems are
completely comfortable with using the devices ahd software. Therefore the
company helps its customers to gain the best dessiimpetence, so that patients can
be given more attention and the results are addtsnand as clear as possible. So far
the company has reached over 1.000 end-users iofpituelucts with this form of
contact. The company’s road show is now a recurwent which visits several cities

in Finland and the rest of Scandinavia throughbetyear.

2.1.1 Products

Today the Case Company’s product range includegva generation of medical
instruments and software which stands represestébiv a number of technological
innovations in PC-based patient testing. Currettggse instruments, together with the
different software components, form the core of ¢benpany’s product range. The
company is committed to serve the clients and patievith quality products and
services. The devices the company markets and @fgvare designed to increase the
system throughput and save operating costs. Traupt® are developed to assist the
doctors and hospitals with developing and maintgna better and safer testing
system for patients.

The Case Company's PC-based medical instrumenhaskey product for the
company. The instrument is connected to a PC oadp by a USB port. There is
also a possibility to deliver devices which useeaiat port connection. Presently
devices with serial port connections are mostlyduder original equipment

manufacturer (OEM) products. All medical instruneemtre of diagnostic quality;
highly accurate, precise and they also comply whih official worldwide medical

standard requirements which provide the end usén Wie assurance of reliable

results.

The new device software, developed by the Case @oymmperates within the well
known and widely used Windows environment. Therefibiprovides easy operation
for the user, but also enables flexible parameattection and comprehensive choice
of report formats. A heuristic system algorithm nors the stability of the system

and guarantees repeatable and reliable sessidisresu
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The company’s medical devices are designed to Wwotk in small healthcare units

and in a large hospital network environment withtcaized database. The software
offers various valuable options for end-users, the option of having session results
transferred directly into hospital information sysis (HIS) via local area network or
emailed to consulting physician fast and faulthles3lhe implemented calibration

database provides the end-users with a tool fofepstonal quality assurance and

management.

The company's most profitable product is an esaletisposable product which is part
of the complete instrument system the company mesluand distributes. This
disposable product is compulsory for the use of degice. The product is only
produced by the Case Company and it is only saloutih the company’s network of
official distributors. The disposable product isteffective for the end-users and the
ergonomic design of the part makes it easy to gseal as extremely reliable. The
complementary product is a single use disposabbelyat which provides better
patient safety by eliminating potential patienfpettient contamination. This essential
product provides the best protection for the patiésr the instrument and for the

operator.

2.1.2 Company Structure

The Case Company is based in Eastern Finland ancbngprising of several
departments. As often with SME companies, it is etinmes difficult to clearly define
which employee works with which department. Thera constant or at least frequent
level of interaction and interconnectedness betwadgmartments. Repeatedly these

connections manifest themselves in the form ofateikey employees.

The CEO is in naturally in charge of most key decis and is providing the main
strategic directions. He is supported in his deaishaking by the key managers of the

company - from R&D, OEM, export, finances and thedoct manager.

The research and development department (R&D)easobthe most essential parts of
the company. The department has currently about 808e workforce allocated to
its resources. The R&D department is responsibtetie hardware and software

development, each with designated personnel, at aselfor production process
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planning and design. The quality manager is resptenor the quality control within

the department.

Another key department for the company is marketifige marketing department
includes exports and domestic sales as well aprtiduct manager, who is one of the
key employees mentioned before. Other task groopthe marketing department
include e.g. webpage, brochure/leaflet, product packaging design as well as the
management of operations in the German speakingtieesi which is supervised by
the country manager for Germany, Austria and Swaped. Altogether the marketing

department also employs over 30% of the comparsrsgnnel.

The company also hosts departments for productrddgeproduct servicing, product
quality appraisal and shipping. These departmentsbined host about 25% of the

Case Company’s personnel.

CEO
e U' >
R&D Financial OEM Marketing
Quality Control
+ Technical Support
Software & Hardware\ N :
Development N - Export & Domestic

Sales

Production Service C:V Shipping \

Figure 1. Company Structure and Connections
Based on Case Company material (confidential)

All other employees in the Case Company work infil@nce department, with OEM
department and with the general management ofaimpany. The management of the
company has a key function in creating knowledgéshwhich connect certain
departments. Some of the hubs are constant, wthikroare created specifically for
important projects and/or to reach certain goals.

Besides these departments and employees of thaisatjan, which are based in the

domestic headquarters, there are also some oveiigas. One of the oldest of these
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is established in the United States of America.réhily though, chiefly due to

contractual reasons, active operations do not osthm that subsidiary.

Relatively new and a certainly very vital oversd®anch is in the growing and
expanding market of China, which has become ingrghsimportant for the Case
Company. This is attributable not only to the imseize of the market, but also to
the fact that overall the GDP in China is incregsiapidly and people earn more even
in rural areas. Therefore it is no surprise th& @ase Company employs a sales
representative for its operations in the Land af Rising Sun. Currently market
activities in China intensify and new distributoaslvance. Altogether sales and

business in general is clearly on the rise inéjsort market.

One of the subsidiaries has been established invése of Germany. Currently this
branch is inactive and is undergoing restructudpgrations. These activities are also
part of this thesis and the situation on the Gertaaget market will be introduced in

more detail in Chapters 2.1.5 and 5.1.

2.1.3 Current Markets Overview

The Case Company sells the same products doméstacal globally, but there are
significant differences in the sales figures. Theagerences are partly a result of the
marketing activities in different target marketsdguartly due to differences in the
different target markets. These differences arenafelated to market saturation or the
general economic situation in a target market. Siones such differences are even

originated from historical events and decisionsahtiiave been made in the past.

As mentioned previously, the Case Company is s&singn the domestic market and
in the direct neighbouring countries in Scandindiki@ Sweden, Norway, and Iceland.
The target areas within these markets are occuytiealth care segment, private

doctors' offices, clinics and university and lokakbpitals.

It is understandable that since these markets areexceedingly large, due to the
demographic distribution of inhabitants, the companforced to aspire for bigger
markets. Although the Russian market would be gmgagcally closer, there are
several trade barriers which make it easier forcthrapany to invest in their European

distribution channels. Not least because of ther&glilations, the Central European
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markets are comparatively easy to access and ther&drm the European gateway

for the Case Company. In the past, the companwatt@sipted to enter the market but
has had no long term success. Another target aw gatbwth market for the Case
Company outside of Europe is China. There are madigations that the market
share for the products of the Case Company in Qhiliaontinue to increase in the

future.

S+

oy

Figure 2. The Global Markets for the Case Company
Modified from World Map Reference (2006) and Case Company data (confidential)

In Figure 2 (above), the territories in which thas€ Company has distributors to
support its sales are highlighted in blue. The Ca@@pany also sells outside of these
markets but in this figure emphasis and focus it gnly on the markets where

intermediaries are officially established to reprasthe products and brand of the

Case Company.

2.1.4 Sales Channels

The Case Company has distribution partners in 3dtces all over the world and as
mentioned, the growth markets currently are Chiméhraainland Europe. Since China

is on the one hand a key growth market and on ther thand has enormous cultural
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and economical differences, the Case CompanyHelnted to open an Operational

Unit in China.

In Europe, the Case Company also faces the passitifilgrowth, but the markets are
much more static, saturated. There is also greapetition and often certain markets
are already divided amongst the manufacturers. iBhéschallenge in many aspects,
but naturally it eases the market access to aicdeteel. Therefore the Case Company
seldom uses the concept of operational units/sissead within Europe, although it

has done so in some cases, the most recent exbaipteSpain.

In most European countries the Case Company hagéetone and three distributors,
all of whom have a signed a distribution contradie target country of this case
study, Germany, is standing out in that aspectusEa Germany there are currently
15 distributors with either a signed contract otha process of finalizing the signing
of a contract. The reason for the relative high benof distributors compared with

other European countries will be explained latemo@hapter 5.1.

Besides the distribution of products under the Gasmpany’s brand, the company
also works together with other companies on OEMsbaghe Case Company for
example produces and delivers OEM products anducoalles for company WA.

WA is a large international company selling a widage of instruments and medical
devices for the health care sector. The compabgsed outside the EU. In the global
medical device market WA is a well known and respeédrand, and it is positive for

the Case Company to be associated with this |dagmbplayer.

There are also other various bigger and smallerpemmes that produce medical
devices which use and sell the Case Company’s e&\aad/or other supplementary
products and consumables on an OEM basis. The Caspany also works together
with the Scandinavian pharmaceutical company: “ORie Case Company produces
a specially designed product which supplements @Rislucts. The pharmaceutical

company places regular bulk orders for this OEMJp.

2.1.5 German Market before Restructuring

In October 2009, the Case Company had 15 contiladist&ribution partners in

Germany. One of these 15 distributors was the Casepany’s daughter company in
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Germany. Managing directors of that company weeeGEO of the Case Company

and Mr. DK, a former distributor, who agreed to thet daughter company up and run

it from his offices in Germany.

In 2009 the board of the company decided that itiib@tson needed to be reassessed
and possibly changed. The main reason for thissaetwas that the desired level of
performance could not be reached by the subsi@diadythe profit development was
not to the company board’s satisfaction. The Case@any also intended to regain
better control over the operations in Germany armehted to make sure that their

company policy was followed.

Figure 3. Distributors in Germany, October 2009
Modified from Stepmap (2009). Distributor locations from Case Company material
(confidential).

The locations of these 15 distributorships in OetoBO09 are shown in Figure 3
(above). The blue dot represents the location ®Ghse Company’s subsidiary which
was still active at that point in time. The highdansity of distributors close to the

former subsidiary is quite significant. The relatiwv uneven and scattered location of
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distributors in the rest of Germany might have bese of the reasons for the

subsidiary underperforming the expectations ofpidw@nt company.

2.2 Role of the Author in the Case Company

The author started an internship at the Case CoyipaNovember 2009. Since the
BBA studies at Savonia University of Applied Scieaavere still commencing, it was
agreed with the company that the internship workildhde recorded by means of a
work journal. The aim of this work journal was tedp track of the work hours as the

goal for the internship was to reach 800 hours afkvin total.

The author’s position in the Case Company durirmgititernship was that of a country
coordinator for Germany and German speaking casitriike Austria and

Switzerland. The Case Company organized a supertosmake the author familiar
with his duties and competences in the company ek ag with the general work
processes there. After the internship the authos weomoted to be the Case

Company’s country manager for Germany, Austria @witzerland.

The most important task during the first weeks anwohths of the internship was to get
familiar with the products and with the environmenthe target markets. Especially
concerning the sales channels, the customer steueind the export facilities and
practices. Another task was to study the healthptagers in the target market, as
well as the health care system, and also the rasement logic. It was of further
interest to collect basic information on the siim@atwithin the target market regarding
the number, distribution and logistics of Germarsgitals, clinics, and private
practices with a focus on medical fields which tlse Case Company’s instruments,
as well as general practitioners. An adequate le@hformation on the situation in

Germany concerning the distribution of medical desineeded to be gathered.

Moreover, it was a necessity to learn about thekatasituation in the medical fields
the Case Company is working in, generally, as aeglto study the different factions
in the markets. It was also essential to gathesrimétion about competitors in the
target market - special consideration had to bergito direct competitors (same
device logic) and the most active/ renowned (eithabtl brands) competitors. During

that process also information on the differentipgclevels in regards to the sales
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territory/market as well as in regard of the conipet had to be assembled. The

author was also responsible for taking and systemgtorders. Joining a task force to
establish a shipping centre in Germany with thel goaeduce shipping costs for
mainland Europe was also part of the respons#slitiAnother obligation for the
author was to provide help with the managementhef German version of the
company’s webpage’s as well as to support the ioreand translation of monthly

newsletters.

The company provided essential reading and infaomamaterial, for example on
precedent market studies and researches, as weh asrrent market situation and
product information. Besides that the Case Companght the use, features and facts
of the products. Further the company also provisids training with special focus
on their product range. Naturally it is beneficiat the company to have a native
German speaker when it comes to translation warkjtbwvas also beneficial for the
author. The translation of the handbook, and variother documents with product
information and details helped the author to getbeiter and more holistic

understanding of the product range and its capigsiland implications.

As country coordinator it was, and currently asrdtoumanager it is, also one of the
author’s obligations to support the company indhganisation of events such as the
yearly Medica medical trade fair in Dusseldorf, @any. The main task of the

country manager is to attend the trade fair. Attthde fair the country manager has
the responsibility to establish and act as a lieleen Case Company and existing

customers/ distributors as well as with potentiélife customers/ distributors.

As country coordinator and country manager it isigalbory to be in regular and
constant contact with the distributors in Germalhyis an essential element of the
duties to support the flow of information betweastributor and company, and vice
versa, in order to facilitate the benefits of goommmunication between all the
contributors in the distribution chain. Besides @iencontact with distributors, it is
crucial to find out about the needs, wants and Iprob of the Case Company’s
distributors in order to improve cooperation betw€ase Company and distributors.

There are various reasons for travelling to thgdiacountry in order to meet with

current distributors and prospective distributdfsr instance written communication
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is eased and trust is increased after meeting tiéh contact persons from the

distributor companies physically. Another benefgated by the meeting in person is
that it enables a screening process which wouldagiossible if communication was
only via phone or e-mail. During the meetings omrhsaravels, new products or
features and marketing campaigns are introducedhé&usome form of sales or

product training can be provided.

One element of the job description is also to fiev and potential distributors in
order to ensure that the distribution network reaciis many customers as possible. In
the task description which was handed out at tiggnbeng of the internship process it
had been mentioned that the region Bavaria in #nget country was a potential
location for such a search for new distributors.rilier the cooperation with
pharmacological companies in order to support sasswell as the follow up on
general and specific market development in ordetetect possible opportunities for
the Case Company is part of the task descriptidso e developing of co-operation
with opinion leaders in Germany is another taskciWwhis assigned to the country
coordinator/ manager. All other activities alwaypend on the current situation and

are quite flexible and adaptive.

2.3 Scope of the Study

This case study focuses on a specific stage inntaket entry process: “Partner
Selection”. Within this stage different actions daw be planned and completed.
Figure 4 (below) shows the allocation of the stag#in the market entry process.
Besides that, the steps which should be complettanvthe partner selection process

are also highlighted in the figure.

Any company has to be aware of the distributiornadled organisation and allocation
of a target market in order to be able to seleetaibpropriate partner. Therefore it is a
key process to evaluate the given structures icdneesponding field of trade. If, like

in this case, the company already has partnerserarget market their capabilities
and actions have to be evaluated. This shouldtle@lcomprehensive categorisation
of existing partners which at the same time pravideategorisation system for future

partners.
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The development of an outline for guidelines andastrategy process for partner

selection in the target market in the future is fihal step of this stage. This step is
blending in to the next stage in the market entocess, the “Partnership Initiation”.
Since the Case Company already has partners inmtdr&et, the strategies and
guidelines of this process can also be used inrdadéevelop the existing partner
relations. (Eloranta 2010, 39 & 60-63)

Ongoing

Strategy Market Partner Partnership
. I . | L Management of
Process Selection Selection Initiation
| | ResellerPartners

: Evaluate target Evaluation and Develop guidelines/strategy ||
market’s distribution/ #‘ categorization of ’ﬂ: forfuture partnerselection ||

II sales channel structure U current partners and development I

I"W"ﬂ"’"ﬁ“‘ﬁ"’w — . e ——

Figure 4. Scope of the Sudy
Adapted from Eloranta (2010, 6).

Since the Case Company works in a specific narnesiness environment there is no
absolute generalization possible. Moreover thise cstsidy is concerning only one
stage of the market entry process, in this casenbgns of distributing partners
(intermediaries) in the target country. Therefotehas to be indicated that the
conclusions and results of this paper may not Ioemgdéized. Nonetheless there might
a possibility to use certain aspects of this casgyseven in other business fields; it all
depends on the current status on internationalatipes and the requirements a

company has when it comes to the quality and gradfiltheir partners.

The purpose of the research is to answer the @seaestions in order to introduce
the Case Company to new ideas and strategies abopéeration with and search for
partner companies in the German target marketdrboest case these ideas will lead
to a change of the strategic approach in the pasegerch and acquisition and thereby
be able to help the Case Company to strengthen plsition on the target market

while increasing their sales and profit.
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3 INTERNATIONALIZATION AND EXPORT STRATEGIES

The medical device sector differs from other bussngectors considerably. It is
usually much smaller, yet very profitable and hdsgher and more consistent rate of
growth than most other industry sectors. The risgraces in this sector doesn't
necessarily mean the fall of demand, like it veftgro does in other business fields,
but "above average" profits are possible despiteanfipetition. The growth of the
medical sector is driven by general demographiadse continued prevalence of
diseases and the constant need for new medicaldlagy in medicine. All of these
make the growth of the business very sustainaBlengé 2008, 272-284)

Therefore the medical device sector is also unighen it comes to the consumers,
buyers and payers for the devices. The customebayer is usually the practitioner
making the decision of using a certain product dattor usually isn't aware of the
actual purchasing or the cost of the device. Thesgmer, the patient, however has no
say in the decision of which product is used. Tlagep however, is usually the
insurance company. This separation allows a degirgeicing freedom also because
the medical device sector normally doesn't getattention of any policy makers like

e.g. the pharmaceutical industry. (Burns 2008, 284)

3.1 Risk Perception and Company Performance

For a company, internationalization and operatmghe global market mean greater
risks and uncertainties, such as risks from goveminpolicies, market competition
and cultural differences. In order to promote tlmmpany's internationalization
performance, the company must control these divansecomplex risks effectively.
One essential factor is the choice of the targeketaand the entry strategy so that it
minimizes the risk of financial loss. Not all conmges find the same approaches risky
but the risk perception varies mainly dependingtlom ability and experience the
company has in marketing and in general. Alsos itmportant to characterize and
prepare for the risks as a whole, not just readtstes at present stage. (Xu et al. 2008;
Forlani et al. 2008).

According to Acedo & Florin (2006) results indicatlkeat in case entrepreneurs
perceive a reduced amount of risk in foreign atésithey in turn become more

committed to such export operations. Otherwise theht hesitate, but in case they
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believe that the moment is opportune and risk isimmzed they advance with further

stages of planning their internationalization. Taethors also believe that the
entrepreneurs risk awareness is influenced by tegrquality of the entrepreneur as
well as by the at this point currently availablsaerces. Clearly this highlights the
fundamental role the risk perception of the entapur plays for internationalization

processes. (Acedo & Florin 2006)

Acedo & Florin (2006) have found out that the piereg behaviour associated with
global growth of SMEs is caused primarily by theogmtive character of the
individuals as well as their own and private intgronal orientation. Most other
factors only play a minor role in this process. bi#heless the company's profile is
also an important feature of the international egpan process. Naturally this also
affects the risk perception directly and indirectlindividual risk perception plays a
major role when it comes to the definition of a gmatitive strategy for
internationalization and company performance. (Ac&d-lorin 2006)

3.2 Export Strategies

There are various export strategies and methodshwddan be used in order to enter
foreign markets and gain or increase market shioé.every method is suitable for
every company. Also direct investment which miglet the market entry strategy

which uses most resources is not always a guarémtsaccess.

Although generally it can be said that choosingtratesgy which demands less
commitment might carry a lower risk than strategietich demand more
commitment, they will also provide the company witbre control and a higher profit
potential. (Kotler & Armstrong 2006, 602)

A company must decide whether it wants to utilinglirect exporting involving

another domestic company, direct exporting andingelbirectly to the foreign

customer or integrated distribution thus makingestments in the foreign market,
when penetrating the foreign market. Indirect ekpgrmakes use of the existing
international channels of the other company bussally used just by companies
early in their internationalization process. Direstporting leaves all control to the
company itself but requires more work. Integratéstridhution usually means that a

sales office, a distribution hub or an assemblyrafen etc. has to be opened in the
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target country. Of course the last option is maskyr since it involves a major

financial investment. (Czinkota & Ronkainen 200844116)

3.2.1 Market Entry Methods

There are basically three different market entrythoés which are described in
numerous publications on international marketind export strategies. In accordance
with Kotler & Armstrong (2006, 601), every compamy the verge of going
international has the decision to make whether thayt to enter a foreign market by
exporting, joint venturing or by direct investmemhe Case Company went through

two of these methods in the target market Germany.

Initially the Case Company started entering the ketaby using the method of
exporting. According to Kotler & Armstrong (200605, exporting is "Entering a
foreign market by selling goods produced [...]eaftvith little modification”, this is in
a nutshell the primary export strategy the Case fizmm decided to follow at first.
The need for adaptation of the products to theetargarket conditions developed with

the increase of sales in the export markets.

The Case Company realized that it could be moreesstul if it had a better
connection with the target market. Therefore thempany decided to increase their
commitment to the market by using the entry methiogint venturing. To be precise
the company founded a subsidiary under joint owmprXotler & Armstrong 2006
describe this form of market entry as “A joint vermr@ in which a company [...] create
a local business [...]", which is what the Case @any tried to achieve.
Unfortunately this was not as successful as thee @@smpany had wished for and
therefore the joint ownership of the subsidiary wabe dissolved by the end of 2009.
Since the Case Company once more uses the markgtrneethod of exporting the
theory discussed here will focus mainly on the enogntry method. (Kotler &
Armstrong 2006, 602)

3.2.2 Intermediaries

After the basic market entry method has been détedrthe Case Company needs to
decide which of the available sales representataresbest suited in order to co-
operate with the company. (Czinkota & Ronkainen 80M325-426) The
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representatives of a company are not only selletseoproduct but also the eyes and

ears of the company who should provide feedbackn frine consumers. The
representative should also be able to train thswoer and to explain the use of the
product. Regardless of the type of sales force,ubedsales representatives should be
extensively trained and able to form close andegudl relationships with their
customers because the buyer's views on the compenydirectly based on the
representatives. Hence, the choice of a good sapsesentative is of great
importance. (Burns 2008, 289-295)

Czinkota & Ronkainen (2008) distinguish between aiternatives of intermediaries,
a distributorship or an agency relationship. Thenpgany should understand the
differences that might exist in different marketsdaevaluate the strengths and
weaknesses of various intermediary types. A distoibwill buy the products from the
Case Company and thereby gain more independenoeathagent would. Typically
distributors are organized along product lines, mmeathat they sell in a certain field/
area of business. Therefore distributors in thesbryuld be able to provide the Case
Company with an array of complete promotion sewsidg€zinkota & Ronkainen
2008, 425-434; Daniels et al. 2011, 542-543, 65br68owever, as a result of the
independency, the use of a distributor might noageffective as using a direct sales
forces, mostly due to the company being unablexésoise same kind of control over
them and also, getting feedback is usually slowelrlass efficient (Burns 2008, 291-
292).

Agents on the other hand have less freedom or keé¢han distributors. Czinkota &
Ronkainen (2008) explain that this is due to thenégyworking on a commission basis
for the Case Company and because agents genemllgot handle the goods
physically. At the same time this would grant theas€ Company the opportunity to
control for example, that the end user of the deviand systems bought will receive
the most recent or the most appropriate versionn thaavailable. (Czinkota &
Ronkainen 2008, 425-434)

Clearly the decision which kind of intermediary tise does not only affect the
business dealings but it will also have legal repssions. According to Czinkota &

Ronkainen (2008) this is especially true when ihes to “legal implications in terms
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of what the intermediary can commit its principakind the ease of termination of the

agreement”. (Czinkota & Ronkainen 2008, 425)

3.3 Evaluating Distributors

Distributors, as explained in the previous chappemchase the products from the
manufacturer and profitably sell them in the targeirket often having exclusive
rights to a territory. Distributors usually carrystck of inventory and handle service
calls. A distributor must be able to handle largayers, retailers and also small end
users in the market. (Daniels et al. 2011, 542)

Therefore a company, when choosing a distributeoukl pay attention to the size
and capabilities of the distributor's sales fored they should also get to know the
sales records in various product areas as welagurrent company representation,
products sold and the coverage of the target maftsd important are the warehouse
facilities, logistic systems and the record of netirkg versatility and promotion
success. (Daniels et al. 2011, 542)

3.4 Market Segmentation

There is always a possibility for smaller companego abroad. In case the company
should not have a flexible enough product or shda@dunwilling to follow on mass
customization they still might yet have the oppoitiyito serve niche markets. Such
market segments can be opened up or entered btiragliapthe need of the customers
in that niche market which seems to promise tcheentost valuable for the company.
(Stone & McCall 2004, 127-132)

Stone & McCall (2004) have identified the segmeataby means of market clusters
to be most efficient for SME's. According to thesompanies who want to go abroad
are able to limit the number of required producdtions by finding and recording
market clusters from around the world. This appnoaan also limit the number of
marketing variations which are needed for the maekdry process. In essence the

idea brought up by Stone & McCall (2004) is to asearket portfolio approach.

There are various possibilities to classify thebglamarkets, for example, the markets
could be classified by their stage of economic tgyeent. Classification in this case
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could work according to Stone & McCall (2004) whiefining the markets by their

state of development or by "geography with markdétseasonable homogeneity" as
an example they mention ScandinavAaother possibility to classify markets is to use
the language which is spoken in the target marketsexample, German-speaking
countries and areas. And there are various oth&silpibties like segmentation by the

lifestyle of the target markets, of by the attrégmibf the company's product portfolio
and naturally also the usage rates which might sams also depend again on the
economic or development situation in the targetkeigtr (Stone & McCall 2004, 127-

132)

Very often the internal decision of a company wketh wants to standardize its
offered product portfolio to different segmentshiit a target country can also be an
important factor. Stone & McCall (2004) give asetample the case of "Canon re-
positioned its auto-exposure, single-lens reflem@a to appeal to up-market first-
time buyers in the US, and to older, technicallpwledgeable buyers in Germany,
after aiming it at re-placement buyers in Japastoiie & McCall 2004, 127-132)
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4 RESEARCH PROCESS AND METHODS

4.1 Research Process

Figure 5 (below) illustrates the timeline of thesearch process. Various milestones
and important stages of the research are indigatdte figure in order to provide the

reader with a holistic understanding of the process

The timeline is split due to the format of this papnto two parts. The first one
reaches from November 2009 to the middle of Julyl020 he second part continues at
the middle of July and stretches to March 2011 ehbke thesis writing process ends.
The main research activity is indicated with annge bar. This process started in
March 2010 and ended with the last interviews bemgducted in February 2011.

Nov-09 Dec-09 Jan-10 Feb-10 Mar-10 Apr-10 May-10 Jun-10 Jul-10

Training Period

Thesis Idea/
Topic developed

Research Methods chosen

Research Started

|--> Research is carried out

(Interviews, Daily Work, Discussions, Meetings, etc)

Jul-10 Aug-10 Sep-10 Oct-10 Nov-10 Dec-10 Jan-10 Feb-11 Mar-11

Research is carried out <-|
(Interviews, Discussions, Daily Work Observations, Meetings, etc.)

Theory/ Literature gathered

Finalizing Research

Thesis writing process/
Analyzing results

Figure 5. Timeline of Thesis Research Process
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4.2 Methods

The selection process for a research method isoseplto rely on three main criteria.
One of the main criteria is the level of controk thesearcher has on the actual
happenings and the behaviour during the researobeps. The selection of the
research method is also significantly influencedthg type of research questions
which are defined for a study. The third factorcateria influencing the selection of

the research method is the question how much seareh is supposed to focus on
current or future events opposed to research wmithonly draws from past events,

but also make a main subject out of th€¥in 2003, 1)

The research methods used in this study are qiisditdue to the objective of the
study and since the information and data gathemedrder to answer the research
guestions, can’'t be quantifig@Ghauri & Gronhaug 2002, 90-91). The research was
done as a case study and the most prominent dégatmm methods were participant

observation, live on the job action research a$ agesemi-structured interviews.

4.2.1 Case Study

A case study is a form of empirical research whiccuses on an existing
phenomenon within its real-life environment, andHar the boundaries between this
phenomenon and its environment are not plainlybiasilt concentrates on the
phenomenon under study, analyzing it in detail moidtrying to (or not being able to)
generalize from the results. The case study ustradly to answer the questions “how”
and “why”. It has procedural characteristics whidglude various elements and
features, for example, a high number of variabtdesnerous sources of evidence and
theoretical propositions to guide the data colectand analysis procedure. (Yin
2003, 1-18; Thomas 2011, 3-4, 23)

Case studies have often been criticized for maagaes and their validity has been
guestioned. It has been argued that the case stadkearbitrary and subjective, rely
too much on practical knowledge and cannot conteilio scientific development.
However, a case study is as scientific as any oftven of study as long as it's
executed properly and the methods and researchiansesare valid. Also, it should be

remembered that a case study is not a methodeith &s such but more a focus on a
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certain topic which is studied using certain methdélyvbjerg 2006, Thomas 2011

7-9).

A case study is often used in the business worldrwgtudying a single organization
or some aspect of the organization. (Ghauri & Geagh2002, 171-173)ccording to
Eisenhardt (1989)xase studies centre on the comprehension of cetyaamics and
effects which are present in selected businesgwuiings or activities. In line with
this thoughtYin (2003, 3-5) recognises and establishes thriéerdnt approaches for
case study researches: Descriptive case studigdanaxory case studies and

exploratory case studies.

A case-study approach was chosen for this studytaltige properties of the research
guestions and aims of this thesis. Since this stiodyises on one problem or
phenomenon (improving of sales by correct choica stles channel) in a specified
environment (Germany) and since the results arenecessarily to be generalized to
other environments, the choice of a case study adettas logical. This study has
some elements of a descriptive case study, maimgalse the background
information and the detailed explanation of ceriasues and problems in the context
of the research. But mainly this case study is whiat (2003) describes as an
exploratory case study. The reasons for that aa¢ tie author aims to gather
information on the research questions and problevhde at the same time creating

new ideas theories and strategic approaches. (Xd8,5-9)

4.2.2 Data Collection — Interviews and Company Male

Interviews

One of the most used data collection method folitgtime and case studies is an
interview, which was also the most important datdection method in this study.
(Ghauri & Gronhaug 2002, 171-173). A semi-strudunaterview is flexible,
allowing the researcher to bring up new questiana aesult of the previous answer
and also, allowing the respondent to explain hisesrresponse. (Saunders et al. 2007,
312-329) Thus, personal semi-structured intervieatls both the staff in Finland and
current and potential distributors in Germany wased to gather information and
opinions on the company in general as well as ercthrent status of the distribution

channel in Germany. The selection of intervieweas tased on the availability of the
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distributors for interviewing and the pre-selected available key personnel from the

Case Company. The key personnel from the Case Gompare chosen by the author
bearing the tasks and duties of the selected gobygeople in mind. Naturally the
implications and actions of these key persons aoimog export operations of the
Case Company in general and the selected targdtetar particular were also
considered beforehand. The interviews were conduat&h each interviewee
personally and the data was recorded by note taKihg questions were created by
the author. A set of questions given to the comppeassonnel can be found in
Appendix 1. The questions asked from differentridistors were more specific to a
certain distributor depending on their currentigah the company sales network and
the area of business. These questions and ansteatseaussed in Chapter 5.

The thesis contains in total 10 Interviews withtriligitors, prospective distributors
and other partners, further there are 4 interviewth key personnel of the Case
Company. These are main sources of information,thete have been influences
beyond these interviews and cases which have hath@act on the final conclusion
and findings in the research process. It is comithan in a case study or any other
research there are experiences which might be tbaathalyse but they still have an
influence on perceptions, findings and approachEse level of research via
interviews with distributors and Case Company elygds that is displayed in this
case study is sufficient to come to conclusions arake comprehensive findings.
This is especially true, since there is still titerature study, the experiences from the
observational research and the daily work at thee@@ompany which together build

up a coherent and holistic case study background.

Company Material

In addition to interviews, material from the Casentpany was also used as a data
source for this thesis. Due to confidentiality ssuthese materials are not listed in the
reference section but they are mentioned when aseasource for figures or text in

this thesis.

4.2.3 Data Analysis

The problem with analyzing qualitative data is titas not expressed in numbers and

thus, cannot be analyzed statistically. Analysimg évidence or information obtained
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from case studies is difficult and not very wellvd®mped or instructed. There are

different techniques and strategies to choose toatmthe most important thing is to
have a general strategy for the analysis. One efntlain strategies is to rely on
theoretical propositions, which helps to determaiech data to keep and which data
to discard. Another strategy is to develop a casscription to help organize the
analysis. Different analytic techniques, such d@tepamatching, explanation-building
and time-series analysis, can then be used apaither of the mentioned general
strategies. Pattern matching means comparing esalyri based patterns with
predicted ones, thus obtaining either expectedoowgs (no alternative patterns) or
rival explanations. Explanation-building is mairdgsed on building an explanation
about the case and identifying causal links. Theblem with this technique is that
one easily is drifting away from the original top¢ interest. Time-series analysis
identifies proposed sequence of an event ("howang') supposedly leading to a
certain outcome and compares this to the trendr@atdrom the research. Regardless
of the strategy or technique used, a good anatymsid be relied on all the relevant
evidence, take into account all interpretationsirasls the most significant issue of the

study and also take into account the prior expeoikedge. (Yin 2003, 111-136)

DESCRIPTION
Development of thorough and comprehensive
descriptions of the phenomenon.

QUALITATIVE
ANALYSIS
CONNECTIONS CLASSIFICATION
between concepts are a basis for a Data is broken down for classification
fresh description. and concepts are created.

Finding of regularities, variations and

: e Provides basis for comparison.
singularities in the data.

Figure 6. Qualitative analysis process
Adapted from Dey 2005, 31-56
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Dey (2005) describes the qualitative data analgsisa circular process (Figure 6,

above). The purpose of the analysis is to intergpgtlain and understand (what, how,
why?) the data. While the description of the topteswhich the data refers, lays the
basis for analysis, the analysis creates new gegors and a fresh view on the data.
The core of the qualitative data analysis is tressification of the data, creating of
concepts from these classifications and establisbamnections between them, which
again create new descriptions. Classification isded in order to figure out what
needs to be analyzed and it lays the foundations wghich interpretation is based.
When the categories are connected logically, jtassible to find patterns in the data

which again create new descriptions. (Dey 20055&)1 -

In this study, the analysis process was not basetkbnite theoretical instructions or
rules but follows the principles described abovkle Tnain strategies used for the
analysis could be described as case description expiination building. The
company's history and current situation on theefargarket, including its strengths
and weaknesses as well as the environment on et taarket, were analyzed and,
are discussed in other chapters of this thesis.ifteeviews with distributors didn't
have pre-planned questionnaires per se,semi-structured interviews were used.
This lead the author to ask questions or discustersaarising from the discussion or
the distributors' answers in general, which affédtee original research questions.
However, the questions were made so that the apioiadhe interviewee would be
clear and the risk of different interpretations Veblobe minimized. The Case Company
personnel were asked a series of questions bof #llem had different questions to
answer depending on their field of expertise arsb @h this case, the process was
more a discussion than a strict interview. Sumrsafiem these interviews and
meetings were written immediately after they weyeducted, thus trying to avoid the
loss of important information or opinions. The meg$ and interviews revealed some
patterns and key themes which are reviewed inldatthe results, main findings and
conclusions. The analysis was based on these ienesvas well as on the prior

knowledge on the company and its distributors.

4.3. Limitations

This case study is about a certain field of busireesd a defined target market. The
situation is so that the market has already be&gredhin by the Case Company, and

now an update in strategy and structure shouldeo®mned. This background of the



32
case at the same time limits the usability of #sults beyond the Case Company, but

also presents such a special case that it is ddwiltlether this study can be used as a
research basis for other companies in other fieldaisiness.

A special limitation in this case study is that #nghor might be biased to a certain
degree, due to his role in the company. Since thieoa is responsible for the target
country, the interpretation of the research resgigdhered by observation and
interviews might be biased towards the authors exatiens and own ideas prior to or

besides the research process.

Since the interviews were taken in open and frem fon-between the regular daily
work of respondent and questioner, it is possiiéé hot every participant was always

able to pay full attention and answer the questamprecisely as possible.

During the interviews, the author made notes ofahswers and added questions in
the process. Therefore it is possible that the charuation of the answers is
incomplete because no other means of recording ,thiéen for example a tape
recorder, was taken. However, in this case it sdemere natural, less intrusive and
therefore more beneficial for the outcome of themwview to not make it too formal
and remain appearance as a colleague asking adnttepinions rather than as a
researcher trying to uncover past events in omldéintd some solution for the future
issues. Tape recorders can have the effect thageits®n being interviewed gets self-
conscious or is reminded that his or her words kallheard by others over and over
again, hence leading to excess formality and gubatswers. Also, the recorders can
make the interviewer lazy since he knows therdvimys a possibility to go back to
the answers in case something was missed or nerstodd. The notes made based
on tapes are still notes made by the author, spdhe very likely to contain most of
the same information and interpretations as handenmetes. Therefore the author
decided to not use any kind of intrusive or obgsimec means of recording the

interviews. (Fry 2009)
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5 RESULTS AND FINDINGS

Within the following sub-chapters the results angheziences gathered during the
research process will be described and the findmigjsbe highlighted. Firstly the
background research for the case study will bedhiced in order to familiarize the
reader with the circumstances that led to this sasdy. This will be followed directly
by the written record of the information gatheringth the help of observational
research. The next sub-chapter 5.3 will familiatize reader with the research results
and findings through the distributor/partner intews that have been conducted
during two separate visits to Germany, the visitaopartner in Finland and the
attending of the world's biggest medical trade if@iGermany. In the last sub-chapter
in this category the interview results and findirfgsm interviews with key Case

Company personnel will be established.

5.1 The Case Company in Germany — Results froB#o&ground Research

At the start of the internship and the thesis pgecen 2009, Germany had 15
distributors. Currently, the number is still themnsabut there have been some changes.
As mentioned back in Chapter 2, it seems that thiiloltion situation in Germany
differs from that of other European countries. Here this is not actually the case
but there is a kind of diffusion which can be easlhrified. Out of the 15 distributors
the company has or had during the case study, teseonly one actively distributing
the Case Company's products and the 14 otherswaeng as sub-distributors to
this one strong distributor. So what is differeatieeen Germany and other countries?
The answer is there is no difference, at least mat, similar approach would be
applied to other countries, i.e. having contracith \sub-distributors with the current
distributors, the company might also reach compareial numbers of distributors in
these countries (Eloranta 2010, 72-73).

The sales volume in Germany has risen in 2010 laadurnover has reached a very
respectable level. Number one reason was the dedsikeep the discount for DK,
the former Case Company’s subsidiary co-owner awl biggest distributor for the
Case Company in Germany, on the same level as(8.2Zhis was undoubtedly a

splendid incentive for the distributor. In the @lling months DK tried to increase
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market share and get good deals, since he was@Bleep the entire turnover after

paying for the products.

It can be argued though, that this particular distor was already in the past more
motivated to co-operate with the Case Company tthars. For the Case Company
that initially presented a win-win situation whigas utilized. Later this resulted in
the founding of the subsidiary for the Case Comparhych currently is more or less

on hold and does not actively operate at this paoititme.

Novel strategizing processes are nowadays cruoialaf new venture in a new
technology-based sector and the success dependsc@ions on core activities and
the focusing of investments as well as locationsaiivities and relationships with
other players. (DeClerq & Sapienza 2005; Onetale2010) Since the board of the
company made the decision to dissolve the “expehsubsidiary, the responsible
decision makers in the company needed to decidetbawntinue operations on the
target market. One of the important decision facteas that they wanted to once
more utilize the commitment of their key distributdhe Case Company wanted to
avoid losing DK in the process of separation fréva subsidiary. Therefore it is quite
understandable that the Case Company gave DK theenb to keep the discount

levels of the subsidiary for the initial transitipear 2010.

5.2 Observation - Results

As described in Chapter 2, understanding the rbteeauthor in the Case Company
while conducting the study and utilizing the papent observation as one of the main
tools for the thesis work. Therefore, the developimad growth of the author in the
position are important when developing new idead discovering and identifying

problems and/or synergies as well as possibilibethe Case Company.

The first few months of the study were used toiggtto know the case environment,
products and co-workers. Getting a holistic pictof¢he situation in Germany, such
as figuring out which of the current distributoradha valid contract and which did
not. The company provided a detailed list of aitdibutors in the medical field in
Germany, which were known to the company. Thedist contained information on
the previous contacts with the distributors, therent standing in the relationship and

what further steps should be taken. The problenneler, was that the list was old
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and had not been updated for almost two years. dhised some complications and

an obvious dependency on information acquired flin(former managing director
of the subsidiary). Since DK had been returnedisoskatus as a normal distributor
there was a discrepancy between this status andette of insight he has on
operations of the Case Company. It has been auiffsituation but even though the
Case Company in some cases had to rely on DK’swgtidae still proved to be a
valuable source of information. The company alsovipled documentation of the
market study done previously in Germany as wetilaserous documents on the Case
Company's products, technical features, sales agtsmand more. Also a list of
duties and responsibilities was given. Thus, stgrthe work process was relatively

easy.

After the internship period, the author has workedthe Case Company with a
standard work contract and joined the weekly megefom the marketing department.
The continuing work has also enabled the authdretr issues and stories from other
target markets, which has been valuable not onlyHe work but also for the thesis

process and research.

One issue which reoccurred regularly is the probdéraving distributors which fail
to instruct end-users on how to correctly use awiaks. This can lead to problems
not only because of the quality of the test per@moe, this might also in the worst
case cause wrong results and wrong interpretatindgherefore to wrong treatments
or diagnosis of the patients. Moreover this mighere lead to patient cross
contamination. On the financial side this mightatee a situation in which the
distributor does not earn enough money with thedpets, for example if the
distributor only sells the devices and his cust@megprocess the disposable
components. If the distributor allows for this tappen he is automatically losing out
on the main benefit of selling the Case Companyt&lpcts. This main benefit is the
continuous effortless revenue of the sales from dbksential disposable system
components. (Burns 2008, 292-297; Biemans & BreRo@5)

Often such problems are dependent on the markettisih. Meaning that if there is a
country with low income level and/ or healthcarsteyn which will not reimburse the
end user effectively, there consequently will be giroblem of misusing the Case

Company’s devices and accessories. (Paliwoda & rdaa 2007) Although in
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Germany the reimbursement for the performance aficaétest might be relatively

high compared with other countries, many end uaegsstill hesitant to use the Case
Company'’s devices due to the seemingly high cdsteeodisposable part. In reality
the disposable part saves costs for the end useg there is no need for sterilisation

or disinfection.

Case Company

Purchase Costs
Complementary Products
Disinfection costs

Total costs

Competitor Product

Purchase Costs

Complementary Products

Disinfection costs

Total costs

2000 4000 6000 8000 10000 12000

o

Figure 7. Cost Comparison over 5 years of use.
Adapted from Case Company data (confidential)

In Figure 7 (above), a cost-comparison of a corgéti standard desktop medical
device with a Case Company device is shown. Thes@re indicated in Euro. The
graph shows the total costs within 5 years operatime, at 400 tests per year,
including the costs for disinfection of the devi€urchase costs mean the initial cost
of the medical device. Complementary products ktloe costs over 5 years for the
for example disposable or reusable parts deperahnipe device. Disinfection costs
record the costs of the disinfection of the dewszuding labour and materials costs.

Total costs are the sum of all costs for 5 yeaesafishe device.

In the medical device field, from a distributor'sewpoint this way of creating
revenue is not very common. Of course there areymaedical devices which have
either disposable or consumable accessories, budllysthese consumables or

disposables are very cheap and therefore low revpmducts. This is why the main
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revenue for a company often yields from the safeth@ device rather than from the

continuous sales of disposables like with the @smpany’s system.

This barrier of misunderstanding might be in pasponsible also for the poor
performance of some of the distributors in Germarhe impression that they do not

fully understand all the benefits they receive wkelting our products is imminent.

5.3 Interviews and Meetings - Results

Keeping in contact with the distributor is an esgrpart of the work of a country

coordinator/manager as well as for the relationdtepveen the company and the
distributors. Therefore, it is important to visihet current and potential new
distributors also in person. This was also pathefthesis and research process.

The aim of the company visits was to gather as mmébrmation as possible
concerning various elements of the export operatafrthe Case Company. It was in
the interest for both the Case Company and thastmesearch to find out whether
there are any issues or problem cases which nebkd tesolved. Also, it was a very
rewarding and valuable experience to be able tecthyr engage with the distributors
and to interact with them in person, not just vimad, newsletters or phone
communication. In addition, the goal was to find ainat the Case Company could
improve in the eyes of the distributors since iaigery valuable for an company to
find out what the business partners think and toelaely to change certain aspects of
co-operation if it becomes necessary due to somma@rssues and with foresight to

future development.

Naturally, the company has a strong interest tintthe distributors in product
handling and sales argumentation. This is alsogddatte duties of a country manager
when interacting with distributors. Moreover thengmany wants to use such
distributor visits to inform about new products aselvelopments. This will help to
keep up the base of mutual open communication. Gpetual communication is
something from which both manufacturer and distobwvill benefit if they manage

to recognise and utilize it.
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In the following subchapters, the distributor \8sénd the trade fair visit (Medica) are

reviewed. The setting of each visit is introduced &éedback, impressions and ideas
gathered are discussed.

5.3.1 March 2010 Germany

The first trip to Germany for the Case Company tptace in March 2010. The tour
took altogether 5 days and was supported and aceg by the company Export

manager.

PK Consulting Company

The initial meeting was with a consultant compémat thas been working for the Case
Company in Germany. This consultancy company hasited contacts to possible
distributors and also kept track of the first négjodn stages. Further PK Consulting
had conducted a research study of the specific caedevice market challenges in
Germany.

The head of the consultant company, Mr. PK, dissdisdout their work for the Case
Company in the past and gave answers to some spgeédstions about performance
of certain distributors which PK Consulting hadaetnended and/or acquired for the
company during their contractual work. Mr. PK atBeulged general information and
his personal opinion on DK. DK used to be the Gasmpany’s strongest distributor
in Germany. At the time of the consulting compargrking for the Case Company in
Germany DK was one of the managing directors ofthse Company’s subsidiary.

According to PK’s experiences this managing diredtas not always been as
cooperative as desired, but it can be assumedvtissalso partly due to the fact that
the consulting company did part of the work thatiockhDK deemed to be in his

responsibility.

His opinion on the reasons for the poor performaotdwo distributors he had
acquired during his time was asked for. He stdtatlin his opinion there had been “a
lack of communication and training” which led te#e distributors underperforming.
He also mentioned that in his opinion he made tiitgai contact with some of the

strong performing distributors. When asked abowgsge distributors and contacts
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that have not been followed yet he indicated thpeespects from the list of

distributors the consultancy has kept for the Casepany.

Summarizing it can be said that the meeting wag pesitive and in a friendly and
open atmosphere in the private home of the comsta managing director. This
meeting also provided a valuable second view orsitii@tion in Germany at that time
which enabled the forming of a complete and unbiasginion and view on the

circumstances.

Main Finding 1: Quality needstime
Any contact has to be cultivated over time. It & enough to agree for an initial

meeting, or even get a signed contract. The comtiletpartners and customers has to
be continuous in order to yield long term succéssg periods of not keeping in
contact might be the reason for some of our curpamtners’ inactivity or obvious
disinterest. (Rundh 2006)

Distributor: DK, former Managing Director of Case Company subsidiary in Germany

The meeting with Mr DK took place in his premiserder to discuss about the Case
Company’s operations in Germany in general and alsmt some cases and issues

when it comes to the distributors and the subsidéithe Case Company.

DK named two companies with whom he thinks the Ca@@pany should end the co-
operation. Both of these companies are SMEs thgtlgwa whole range of different
products for medical facilities and laboratories #easons he mentioned low sales
volume and using competitors products to competth wither Case Company

distributors.

It was further inquired if he had any leads in Aiassince our current distributor there
did not seem to be very active. DK admitted thathlas no great connections to
Austria, also due to the travelling distance, dmat the current distributor in Austria
was occasionally ordering product accessories floam. The idea of having an

Internet shop on the company webpage was not weldphe stated that this would

cause “trust issues” with the current distributors.
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DK voiced his opinion that the company should use technical capabilities of the

device and create an upgraded “Master” version hvhitilizes some hardware
components in order to capture the ambient facatematically and therefore ease

the use of the whole device for the end user.

Moreover, some issues concerning the subsidiarg dscussed. One topic was open
invoices and the matter of sending out remindedsvaimo is responsible for that now
that he is not anymore the managing director. Bssildat he gave us a short overview
on the account situation and outstanding moneyh®rsubsidiary. DK also predicted
that the general development and turnover woul& pf in the i quarter and that
the low sales of the®quarter would definitely be outperformed.

During the meeting certain special offers for thexr@an market and his wishes for the
pricing of certain product services, like upgradihg software and exchanging an old

or broken device were also conferred.

Towards the end of the meeting the reimbursemagit Im the German healthcare
sector was reviewed. The doctors in Germany arerdeglafunds from the health
insurance agencies, for a prevention test theyivede95 Euro per test in average.
There is also a more complex reimbursement logichvAwards the doctors with 80
Euro per patient; this is connected with some meguénts which have to be met
before this reimbursement technique is executedcase this additional complex
reimbursement logic is used there is an additidn&uro per test awarded to the

physician.

Lastly product features which are regularly demanohe Germany were discussed.
But it was agreed that there is too little benefiid too much costs for the Case
Company to develop most of these features. Ong bk suggested which would be
relatively easy to achieve is to make a speciakedparic” software version for

Germany, since there are potential customers irfitid.

Main Finding 2: Key intermediary
DK is a very committed and active distributor. lealso very independent and some

of his ideas are not easy to implement for the Gasepany. Nonetheless DK
represents as a “model” distributor and he candstas an example for other
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distributors. But it has to be acknowledged tha tase is special and not easily

transferable to other distributors.

Distributor: Mr. RS, small enterprise

One of the first topics discussed was the curreftivare update which he was not yet
informed about. It was told to him that he had plssibility to register online at our

website to download the newest software versiomi®demo device.

RS is of the opinion that our prices are slightip high for the German market. He
thinks this goes for the devices as well as foratteessories. When asked on what this
opinion is based on, RS claimed that he based tih@mpricing of our competition and

also on that of products from other fields of tneant or diagnosis.

During the starting process of the Case Comparpgsations/ sales in Germany there
has been misleading and contradictory informatiomorgst the distributors. One of
the main issues from that time according to RShat the reusing of disposable
accessories was endorsed on several occasions Theo hard evidence on that
though and no way for the Case Company today tokctighese allegations are in
fact true. Today however, the relation between sleldices and disposable parts sold
is positive enough to exclude the possibility aoatinued misuse of the system in the

target market with almost complete certainty.

Specific discussions during the meeting revolvesliad software configurations and
needs in Germany as well as transportation costsnf@aller deliveries from Finland.

RS also asked for a distributor support file whiocbntains for example a cost
comparison for the long term use of devices from tbase Company and its
competitors. His sales network and his customemseg were also discussed. Overall

RS was happy with the change of direction concertiie distribution in Germany.

Main Finding 3: Create a distributor kit
The Case Company needs to create and establiskriautor kit which should always

contain the latest information and support therithigtor’s sales by giving him all the
tools he needs to promote our products and servidasirally such a distributor kit
needs to be kept up to date and should at least ewery year be sent to each
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distributor. Keeping the distributor up-to-datevesy significant for continued success

in any market.

Distributor: AH, Small Enterprise

AH was interested to get more involved in the senaspect of the Case Company's
products. According to AH it would be very beneddidior them if they could perform
official servicing for their customers. He was asphy interested in the servicing of
the calibration system component and asked abeubftficial regulation for quality

assurance and control.

One of the particular topics he was interested as whe extrapolation of certain
values by the software. AH said that he wants takthe logic behind this when he is
discussing the product with customers. AH had a plusuggestions for
improvements in the visualisation of the tests pssc Moreover he suggested creating

some additional help for the personnel using tlieveoe.

The current pricelist he had available for the pieid was from 2007. He also did not
have the newest software version available. Hispaom has around 1500 customers
of which approximately 75% are general practitisnesthers are health clinics,
specialists, paediatricians and hospitals. AH woliké to see more marketing

campaigns, even if they are only regional.

Summarizing it can be said that AH can be a pas#isset for the Case Company. HE
has good ideas and understands the products aas l#ind them, plus he thinks

about the customers and the selling process i degail.

Main Finding 4: Give responsibilities
It is desirable for distributors with competent gminel to take part of the servicing

into their own hands. Currently this is not an optbut maybe in the future the Case
Company can try and license these services tofmpehtiistributors and therefore gain
additional revenue. Naturally this can only be ddang is in accordance with the
guality control the Case Company needs to keeg tvaqLuostarinen & Welch 1997,
31-36; Kotler & Armstrong 2006, 602)
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Distributor: HG, SME

HG had one of his technicians join our meeting. réfee we had also a rather
technical discussion about our products. We dismider example some special
German needs for the patient data window. Furti@riijhlighted the importance of

having marketing materials and handbook in Gerraaguage.

In much the same manner as other Case Companipdists also HG was interested
in the possibilities for them to take over partloé servicing. He even went so far as
to suggest that they could take care of servicimghe Case Company in the whole of
Germany. He specifically expressed interest to Imec@ service station for Case

Company products in Central Europe.

They did not have the newest pricelist yet and thksp had not received the new
software update. HG was interested to have a swdtwarsion which differs a bit

from the three standard options the Case CompadieysofThe main reason for this
was the need of his customers which lies somewhabdatween the available

preconfigured versions of the software.

HG'’s sales territory is in and outside of the calperlin and also covers certain parts
of eastern Germany. During the last marketing cagmphe sent out about 200 info
letters. HG believes that increased presence at toade fairs/doctoral conventions
and in journals, as well as contact with opinioaders would help to increase the

Case Company’s market share in Germany.

He had an interesting plan to outsource certainicakdests in order to create a
service for patients in areas which have less assl dloctor’s offices. He plans to co-
operate with doctors offering them the servicedoduct tests and send the results to

a hospital for analysis which then informs the doetbout the test results.

Main Finding 5: Listen and Act
Several requests or findings from other distributisits are reoccurring. These

reoccurring issues are a clear indicator for aoserineed of a reaction. If certain
issues or problems are addressed to us independsrdl number of distributors they
need to be solved or otherwise handled, even ifGase Company might not see a

great need for it. The fact that several partneestse same need or problem should be



44
enough to make the company consider taking ac{Marner & Beamer 2005, 339-

340)

5.3.2 June 2010 Germany

The second visit to Germany which also took altbgebne week took place in June
2010. This was at the same time the first distabwisit which the author organized

and attended independently.

Aspiring Distributor: MP, Small Enterprise

MP was mainly interested in the prices and discodine Case Company is able to
offer. MP said that they understand that providimfigrmation is an essential part of

any agreement that might be signed.

MP is of the opinion that the professional mosthssfcated version has no potential
to sell in Germany. The argumentation was that itat good or complete enough for
the specialists or hospitals and it is too soptastid and expensive for the average
physician. In reality that argumentation can be ated by the performance and
numbers from the domestic market where the prajassiversion in fact sells very

well with hospitals and specialists.

Moreover MP also felt that the pricing of the dispble product parts is going to
prevent selling the Case Company’'s products inténget market. This was quite
surprising since MP seemed otherwise quite compdterthat specific field of

medical treatment.

Unfortunately the overall impression MP left was @mopositive one. After all the
information which was delivered already ahead efrtieeting MP still seemed poorly
prepared for the meeting. It is to be assumed tti&t have no interest or that the
discounts offered are too low to raise their irger®n the other hand it could be that
the discount offered was too low compared with ¢bmparable higher difficulty of

selling the Case Company’s medical device systems.
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Main Finding 6: Partner Check-List
Searching for new distributors is cost intensive amen though a certain screening

process happens before any company visits arecgreannot always be guaranteed
that there is a positive outcome. The possibilitgreating a checklist for prospective
distributors should be reviewed. (Luostarinen & Wel997, 20-24)

Distributor;: SM24, SME

SM24 does not only work as a wholesaler for megcatlucts, but they also take care
of logistics and warehousing for other companiederé&fore it might be

understandable why they are not performing as dondhe Case Company as they
are capable of. It seems to some extent they lmventich other operations going on,

and that is why the Case Company's products arseflotg better in their territory.

SM expressed their belief in the quality of the €@®mpany's products. When asked
what they see as the main reason for the disappgipierformance in their target
market SM said that it might be that the devicessmall and therefore fails to give
a reliable impression to their customers. Genef@M can not specify why the sales
of the Case Company’s products are not any stroingieir sales territory. But they
see a similar problem/ situation with the deviceaotlifferent manufacturer and a
different medical field. This device’s sales arsoabn the same "low" level as the
sales of the Case Company’s device. SM thereforeepes evidence that the size
and inconspicuousness of the devices lead to aofatrkist of their customers in those

devices.

These are very interesting statements, given tNE#4S sales representatives should
have been able to easily diminish any doubts ortdiems of their customers due to
the size of the medical device. Either they did reaeive up to date product training
or then SM24's personnel is too busy with othekgadue to their expanding

operations in the logistics market.

During the meeting the current logistic situationttle Case Company in Germany
was also discussed. SM24 stated that they look datwio order from the Case
Company directly as soon as a cost and time effectelivery from within Germany

or the neighbouring central European countrienssible. For the time being SM24

will continue to order from DK who naturally has@ck in Germany.
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They have three sales representatives which avellirg to their customers and
which are responsible to represent the Case Congpanyducts. It is a shame that
none of them was available for the meeting becauseuld have been of major
interest for the Case Company to get to know whadheé status of knowledge about

the Case Company’s products amongst those repatisest

Main Finding 7: Target Key-Personnel
Once again this meeting is proof that good distabaraining is indispensable. For

future meetings with distributors that perform uneepectations it must be made sure
that the distributors’ key personnel is presenttf@ meeting. Another finding from
this case is that it might be useful for the conyptncreate an optical diversification
between the three software systems that are offecedhat the higher value, more
professional version is also of higher value irappearance. (Foerster & Kreuz 2007,
109-113)

Aspiring Distributor: K&D, Small Enterprise

The next visit was to K&D GmbH which is located time south east of Germany.
First, the Case Company's products and the mogirtamt and significant features of
our portfolio, were discussed with the executivenatang director of the company
Mr. K He thought that the safety that the Case Camgpcan guarantee with the
products if used as instructed is a great benafit elling argument. In contrast to
other distributors so far, he was of the opinioat tine prices are quite acceptable and

can rather be a bit higher even.

K&D is an example of a small SME operating in aatiekly small area and with a
fixed customer base which is relatively static doés not grow too much. K told that
the reason for their success in their relativelyabrarea is that they offer superior
service, they know their customers and their néemia A to Z and they gained the
trust of their customers and therefore build angsbusiness relationship with them.

After this initial meeting, a meeting was held whktr. D who is the technical expert
of the company who is responsible for selling tmeedical devices and for providing
technical support to their customers. So he isadgtithe main sales person of the

K&D GmbH and the main technical support operatgoensonal union.



47

Therefore he of course wanted to see the devicesaftdare in action and he was
assessing and commenting every process. D wasgdiis opinions, telling what is

good and what needs to be improved in his view.r@vbe was impressed by the
device and its capabilities but he also identifie big problem: The localisation of
the software and the handbook. Since certain pageftware and handbook were not
yet translated to German language he thought naasell, at least not in their sales

territory.

Both of the company owners were very open, frieraaigt also honest. They told right
away what they want and think and they did not hasigithing back. The climate of
the meeting was thus very constructive. K&D couldcertain aspects be a good
partner for the Case Company. They might not magseséles but the honest positive

and negative feedback could be of value for thee@xampany.

Main Finding 8: Localisation Is the Key
Localisation is a key necessity when trying to getiducts and/or increase market

share in foreign markets. This was one of the figdiwhich were clearly of such

importance, that a reaction to it could not wait fhis thesis paper to be done.
Therefore a translation process started and wagpleted for the whole software and

handbook right after this visit to Germany. Todhg software and the handbook as
well as short instructions can be all found in Gamntanguage. In the near future the
Case Company will also introduce an online suppo@erman and Finnish language.
So far the online support has only been availablEriglish language. (Daniels et al.
2011, 446-449)

Aspiring Distributor: SMS, Small Enterprise

Unfortunately, the owner of SMS to whom the conthetd been made with
previously, was not available for the meeting. Ef@re, the meeting was held with
one of the SMS's sales representatives. The meditingpt take place at SMS’s office

but near to the sales representatives home, whicialty was beneficial logistically.

The sales representative knew part of the Case @ayigoproducts from before when
he was working with another company that distridutee Case Company’s products.

He was not aware though of the new features andilplises revolving around he
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software. Their idea would have been to offer theick for rent or for free and then

get some kind of contract for continuous saleefdisposable parts of the system. In
general this is an idea that supports the busimkess of the Case Company so such
activities in general are supported by the Case faoy Although in the past these
rental activities have not been successful on teem@n market they have been

followed by success in other countries.

Further and future cooperation was agreed withstles representative during the
meeting. Their benefits and also their obligatiovexre explained and a good start
offer was promised to be sent to them. The compasurely not the biggest but they
have a good sales territory and a good connectitnthe target market for the Case
Company’s products. Altogether the cooperation pgeohto be positive for the Case
Company and therefore we a contract was agreecetgent for verification and

signing.

Main Finding 9: The Right Price
There are different approaches possible in ordeelicche Case Company’s products.

Which approach is beneficial to which distributorhich target country depends on
a variety of factors. In any case the distributas ko be motivated to sell the products.
This usually means that there has to be a cleandial benefit for the distributor,
otherwise he will not focus his activities and effoon promoting and selling the Case
Company’s product range. So the bottom line isitharder to be successful the price
has to be right - but not necessarily the lowedthemnmarket - for both, distributor and
Case Company. (Foerster & Kreuz 2007, 145-148;ef&lArmstrong 610-611)

5.3.3 September 2010 Finland

The main distributing partner in Germany, Mr. Dianee to visit the Case Company
and discuss about the general development and fda2611, as well as to enter into

pricing negotiation for the upcoming year 2011.

During the meeting, future plans of DK to expand groduct range he offers to his
customers were discussed. This would be a smaréraog a good move even for the
Case Company. The reason simply is that DK wouldgine less attention to the
Case Company products, but in opposite to that beldvhave the possibility to

increase sales. That is because DK then would leet@loffer a complete package for
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the end users with the Case Company's productg eeivital component of that

product assortment.

It could be safely predicted that the sales of DK2010 would reach a level that is
satisfying for the Case Company, especially comsigethat 2010 had been a
transition year. Actually Germany as such perforreedvell that it was amongst the
top 5 of the export markets for the Case Compangu#prising development which

might in part also is due to the fact that the Garneconomy as a whole recovered

fast and efficiently from the economic crisis.

DK has also managed to sell some devices to schaadsuniversities, which is
naturally a good way to place the Case Companysduymts and raise awareness for
them. Further DK plans several advertising campmignprofessional journals and
similar publications. Goal of these advertisemerhpaigns is for once to make the
product more known and on the other hand to find/ mstribution partners in

Germany.

DK once more suggested that the Case Company gthihk the pricing strategy

because in his opinion certain prices are too higthhard to explain to customers. He
especially sees potential to improve the pricinthwhe second configuration of the
system/ software. DK hinted that comparable praglo€tompetitors are sold cheaper
even though there is no proof for it and it is tiglely hard to compare the products

precisely.

Another topic discussed during this visit was tleedunt situation in Germany for the
official Case Company distributors. DK was of th@nion that the discounts are too
high in general. An understandable opinion if cdased that DK is also trying to sell
to the same distributors. Maybe even more fougbutlvas DK's discount for the
following year 2011. These were hard but honesbtigtions and a consensus was

found which was acceptable for all stake holders.

Main Finding 10: Positive Sgnals for the Future
DK will continue to be an important part of the €aSompany's operation on the

target market. He thought hard for his positiond a@pinions and the company did the
same. In the end a position was reached, from wihith DK and the Case Company

can emerge stronger and better prepared for tHkegas of the future.
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5.3.4 MEDICA Trade Fair in Dusseldorf November 2010

Medica is the world’s biggest trade fair for suppdi and manufacturers of medical
products and services. Organized annually, thestfaid is held each November in the
German city of Dusseldorf. The fair has about 1@0,0isitors from almost every
country in the world. Medica hosts more than 4,88Bibitors from 80 countries. The

Case Company has been a regular exhibitor atrtde fair.

The trade fair provides the opportunity to meethwitternational clientele such as
distributors and other stakeholders. These staklerminclude: competitors, partners
or prospect partners, various groups of sales agenporters and also representatives
of marketing agencies. One particularly interestgrgup of stakeholders are the
various segments of end-users from Germany whisi thie trade fair and the Case

Company stand.

The reactions of the end-users towards the exHdilpteducts provided good evidence
for the marketing department of the Case CompamgpBnse has revealed that the
devices are indeed competitive and that there atevder of initial advantages which

might be useful in marketing and sales activiti@sntrary to the experiences of the
Case Company distributors like SM24 who, as preshoueported, thought that the

size of the devices might be a reason for low sabtdsmes, it appeared that the size
was a key factor of interest that helped to raisenaintain awareness of the Case
Company and its products. The experiences andiseagathered at the Medica trade
fair suggest that the size of the current Case @ompnain product is functioning as

a competitive advantage or at least as a factoctwhelps distinguishing the devices

of the Case Company from those of the competition.

Findings from the Medica indicate that there midjet some basic flaws in the
distributor selection, or at least a mismatch betwexpectations of the Case
Company and of the distributing partners. Naturiig could also be an issue which
might be solved or improved if it can be sufficigntovered during distributor
training sessions. The goal should be that evestyidutor understands and grasps the
fact that the device is small in size but yet pdulein performance and that this

provides an ideal starting point for a sales cosaton.
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Main Finding 11: Perception
How do end-users perceive the Case Company andugis®dHow do distributors

perceive the Case Company and products? How dee€dlse Company perceive
itself? All of these are important and valid quess which should be answered in
order to make sure that the Case Company follovsistainable brand building
strategy. The experience gathered during the Medidizates that there are certain
differences in expectations and perception of cerstake holders. The Case
Company should make sure that they enforce/ ceeatrception which follows their

strategy and supports their business development.

5.4 Case Company: Interviews and Insights

This chapter will contain facts and findings fronterrviews with different employees
of the Case Company. A few questions, which weoeight to be of importance for
this case study, were prepared beforehand (AppehiliXhe questions also aimed to

receive some information from past events at thee@@ompany.

None of the interviewees had the exact same questiee; the questions were
different for each person because they were p@theg with the employee’s position
and responsibility in mind. The interviews were sstructured in the sense that the
pre-planned questions were used in the order thene wriginally written but the
actual discussion was free and left the intervieeeeugh room to elaborate. Also,
further questions were asked based on the inteeasivanswers. The following
excerpts from the interviews are reduced to thetmmgortant findings in the
respective interviews. Each interviewee will beraduuced shortly and once again

main findings will be highlighted.

EL, Product Manager

EL is an absolute key person in the Case Compaeyds been a long time employee
whose opinion and views are always valued highlgwsryone in the Case Company.
He is acting as a link between R&D and marketinighdugh his main focus is on the
technical side of the products and components dhatuof course the software, he

also has a valuable understanding for marketingsafes issues.
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The German subsidiary did not work out for the C&senpany but the intentions

were without a doubt good and would the aims haenbreached it would have been
a full success. EL commented on the situation tha of the reasons why the
subsidiary was established was the previous colmmewiith DK as a distributor for
the Case Company. According to EL the Case Compeamyed to make sure that the
profits from the promising German market remainethiw the subsidiary rather than
to give them all up to distributors. EL admittecitithe language barrier and the fact
that the subsidiary could cross this barrier iretfactive and cost efficient way might
have been another reason for the Case Companyial fine subsidiary. The joint
ownership on the other hand was attractive to D&ahse of the financial security it
provided. The subsidiary operated for about 7 ybafere the co-operation with DK

ended.

When asked what are the steps which have to bae iakerder to achieve a situation
which is as close as possible to an ideal distobusituation in the German target
market EL named several important issues which bavee resolved in his opinion
in order to achieve any ideal situation. EL saiat tine technical support for Germany
hast to be organized so that the Case Company ande technical support in
German online and via the phone. That the countagager is at the verge of taking

care of these issues is a step into the right tiredor EL.

Further EL strongly believes that there is a needafdistributor/ distributors who can
get in contact and have access to the occupaticmsihcare sector in Germany. The
Case Company has good arguments, great potentia perfect product to serve this

customer group.

Moreover EL stresses that "catalogue companies" natethe ideal distribution
partners for the Case Company. On the contraryCthee Company is in need of
distributors who are able to represent the prodadfolio well because the product is
not simple, the product needs explaining and eafpedraining for distributors and

end-users alike.

Main Finding 12: Salesrequire service
If the Case Company wants to be active on the Gemmarket it also has to be active

in supporting the distributors and end users on rtieeket. Currently the Case

Company is preparing itself to be able to provitk support so that they can be sure
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that they provide a good quality support. This wailbo take pressure off of certain

departments and employees in the Case Companyhanefdre lead to an overall
increase performance in the service. (Matzler.e2@l10)

KM, Export Assistant

The situation on the German market was shortlyudised with KM. Concerning the
aims the Case Company followed when establishiegstibsidiary in Germany, KM
said that it seemed to be a business trend atirtfee Common believe was that in
order to be really successful on a foreign market geeded to have some form of
subsidiary or some kind of joint venture there. German market of course was very
appealing to the Case Company. The appeal came fhemsize and also the

opportunities the market was able to offer becadiskat.

For KM a step to the right direction on the Germaarket strategically would be the
implementation of a warehouse either in Germareffitg close by in a neighbouring
country. This would enable the Case Company to hehmmore flexible with
customer requests all over Europe. Transition tiofehe goods would be shortened
significantly. Besides that also the costs for segmdhe products would be reduced
compared with the current costs the company hasiwkeading from the domestic
market. This would naturally also be beneficial foe distributors and end users of
the Case Company's products since they usually teaypay for the delivery costs
from Finland and for them it would be n most cadefnitely cheaper to receive the

goods from a warehouse in Germany.

Finally KM stated that it would be of highest imgarce for the Case Company to
establish closer contacts with the distributorsthédit the flow of information coming

from the users of the Case Company's devices stakitor channel the company is
losing out on key pieces of information which aeeded in order to develop current

and future product according to the needs of thkketa

Main Finding 13: The Logic of Logistics
It can be difficult to get products onto an exporarket if the transportation and

general logistic costs and the transition time ésyvhigh. Therefore it could be a
beneficial investment for the Case Company to agem warehouse in Germany or

Central Europe in general. This could lower traositcosts as well as the transition
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time, which would lead to an easier access to nhaikd end-users. (Daniels et al.

2011, 537-538)

MD, Export Manager

Obviously an interview with the export manager loé tcompany is important and
valuable for this case study. One of the most ingmirquestions directed at the export
manager was, if the Case Company's products haveuficient level of
competitiveness for international markets. Accagdio MD this is only partially the
case. The company's main product is well manufedtand has interesting features
from a technical viewpoint, but from a marketingwpoint it might not be attractive

enough for end users to explore these benefits.

MD expressed confidence that the Case Company haspetitive advantage due to
the long experience and history in the field ofibass. There is enough potential and
possibilities to differentiate the Case Companydpad from others and the products
have even potential to fulfil needs of niche mask&till the company should try to

formulate the features and benefits of their préslitto competitive advantages that

are understood and realized by distributors anduseds alike.

From the export manager's point of view it woulddasirable if all the distributors
have a perfect level of knowledge about the devares the medical field the Case
Company is operating in. The personnel of the ibistors should have been trained
and therefore be well prepared to promote and aélthe articles of the Case
Company's product range. Especially an understgnamongst the distributors and
their employees for the profit strategy of the C&mmpany's medical system is of

utmost importance.

Moreover the Case Company should only sell in tanggrkets in which the general
economic situation is of such a standard thatlivwa the use of the whole range of
the Case Company's devices and systems and disgmsAlso other aspects of target
markets have to be considered like the GDP devetopias an indicator for the level
of computerisation in the target market. MD strdstiet since the general situation

from when the company started to sell the prodfigshas changed so dramatically
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the Case Company "needs to define its strategyause at this point it seems as

there is no current up-to-date strategy.

In addition to that the MD believes that "a widange of products could help the
Case Company to reinforce their position in thdrilistors' product portfolios”. It

would be important that end-users have the abtlitychoose from amongst the
company's products rather than from competitorsdpcts. But the Case Company
should also try to improve their products techiycahd make the software modular

and therefore easier to configure according tcetieeusers requirements.

Main Finding 14: Branding
The product appearance and functionality seem tmisenatched to a certain level.

The product appears to be small and thereby saifablprivate offices. On the other
hand the software functions are rather suitablehfispitals and clinical trials. As a
manufacturer the Case Company does not appearvi® dastrong enough brand-
image. This is one of the main weaknesses and meafw low sales volumes.
Therefore it is clear that the Case Company hasvist in brand building activities.
(Kotler & Armstrong 2006, 243-244)

TE, OEM Manager

When asked about past export activities in Gernmaard/on other markets, TE stated
that export activities and operations have beerames several times in the past.
There have been export operations since over 2@s.yéad since then evidently
companies/partners, key personnel and overall enmncituation in the Case
Company changed several times. Therefore it issagirising that according to TE,

the exporting activities have been started or rextdin waves” several times.

According to TE the Case Company has to strifeafposition in the market where the
Case Company can offer a level of expertise thiaerocompanies cannot match or
achieve. In his opinion the Case Company shouldemiowards a technology-driven
company with large emphasis on the R&D. TherebyGase Company would be able
to obtain a competitive advantage which is techgwlocspecialisation which

concentrates on customers' needs. This would &sd o a situation where
competitor companies would increase their OEM pasels at the Case Company.

Already now a number of big competitors purchasemanents and devices from the
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Case Company; this could be increased by modulgriie products and increasing

R&D emphasis.
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Figure 8. Strategic Positioning
Based on description/ drawing from Case Company OEM manager (confidential)

Figure 8 (above) illustrates the strategic positigndevelopment of the Case
Company and the market in general on a perceptasitigning map. The Case
Company can be seen on right side of the map mankdéd "CaseC". The arrow
introduces the direction of strategic positioninggested by the OEM manager of the
Case Company. The marking "Comp" stands for the petimors for the Case
Company. The development of one of those compstitoshown in the map, going
from the right lower area, to the right top area awer to the left top area which is
contains big companies or companies with a big yebgortfolio which have a
strategy emphasis on marketing. The "OEM" markmg¢he figure stands for current
or possible future OEM customers of the Case Compalso the smaller dots in the
right lower area are possible partners for OEM ewoation with the Case Company,

unless the move in a direction leading outsidehef figure, these companies have
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vanished or will vanish in the future. Other of thmall companies will likely be

bought and the bigger competitors' will get biggermergers and acquisitions.

Main Finding 15: Prime Manufacturer
One thing which became quite clear during thisrinésv was that the Case Company

needs to gain a better position amongst theiridigtrs. The goal should be to be the
only manufacturer for the Case Company's produtear to be at least the "Prime
Manufacturer" for the distributors. It is importatiat they understand the business
model and idea behind the Case Company produdbportotherwise a partnership is

fruitless for distributor and Case Company alike.
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6 FINDINGS, CONCLUSIONS AND DISCUSSION

The research objectives for this case study wergldatify “the key features any
distributor should demonstrate in order to be afijatde partner for the Case
Company” and to outline “how the future distributioetwork in the target market
shall be developed in order to be more efficientl amcrease success”. In the
following sub-chapters these questions will be ared according to the results and
findings gathered during the research for this casay.

6.1. Findings and Recommendations

The research led to the categorization of disthilgupartners. This categorisation can
be used for existing partners as well as for prospd& he first category which would
signify the premium partners for the Case Compawoyld/ consist of a committed
SME which has a narrow product portfolio and therefis able and willing to
priorities sales efforts to the products and sewiof the Case Company. The
committed SME knows the product inside out. Thegvkriechnical specifications and
can offer an initial technical support to the ersgrs. Besides that they know strong
and weak spots of the products and know how to pterand distinguish it from

competitors, thereby allowing for sales which wontd be possible otherwise.

The second category would be a wholesaler/resgherhas a complete assortment of
different devices and products for the medical @ed@esides that the distributor is
also convinced about the benefits of Case Compaproslucts and services, and
therefore promotes the products of the Case Compaity priority in the medical
device product category. Important to mentionhat this distributor has been trained
adequately and knows the product well enough topatpthe sales and minor
technical or handling issues as well as the irstalh of the device and the initial

training for the end-users.

In the third category are the wholesalers or resellvho have initial interest which is
enough to lead them to sign a contract and takenbeuct into their portfolio. After

that they fail to promote the product in the rigiay, or they just keep the product in
their pricelist and on their webpage and wait fastomers to ask for it. Sometimes it
can happen that distributors only collect as mamgpcts as possible to offer a very
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wide and deep range of products, without havingcpabilities of representing all of

the products.

It is obvious the Case Company needs more tharajaktster of distributors; most of
all it needs representatives for its products arahdh The Case Company requires
distributors who are willing to do more than hagfyle a discount and then take the
products in to their price list or on to their weage. The company needs active and
committed distributors who are willing to stand fine company and its products.
Right now the situation in Germany is such thatdteeems to be only one distributor
who fulfils all these requirements and 14 othersvobm maybe 4 -5 belong to the
second category while the rest belongs to the thind most inefficient group of

distributors for the Case Company.

Therefore the research and the results/findingeatel that it is necessary, that in the
future the Case Company will find two more disttdrs of the first category. These
should be located so that one is in the north &aSkermany, one in the south and the
current one will naturally remain in the north wetGermany. The sales territory has
to be divided up into three areas while the distob for the south should ideally also
take care of distribution in Austria and maybe Saitand. All three of the

distributors shall receive the same level of distoand support from the Case
Company and they shall be granted exclusivity fairt sales territories as well as a
title. The naming of this title has yet to be decddout it could be something like

general or platinum distributor (IDG Communicati&©9).

In the Figure 9 (below) the suggested future divisof the German target market is
illustrated. The area in the west is designatedHerexisting “platinum” distributor,
while the area in the east and south have yet thtted with suiting partners. The
three sales areas that are indicated in the maparep to scale and they are just

intended to function as a visual help to createtéebunderstanding with the reader.

In effect this means that the current distributafrsategory 2 and 3 should be divided
according to sales territory amongst the “Platinudistribution partners. As a
consequence, this would mean that these categang 3 distributors then might have

to re-negotiate their discounts with the newlyatatl “Platinum” distributors. For the
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Case Company this would have the advantage thgatahky have to deal with three

distributors directly. This would save time andtscsnd of course it should also lead
to an increase in turnover/ profit by at least emiompared with the current situation.
In the best case the turnover would even triple ibig hard to predict the future

development of the economy in general and of tigetanarket in particular.

Figure 9. Future Germany, 3 distribution areas
Stemap (2009).

6.2. Conclusions

All the evidence from the research and the expeegmade point to the direction that
the general development of the German sales igiymsBut as always in business
life, there is room for improvement. The past ond a half years have shown that
there are different categories of partners forrithgtion of the Case Company’s
products in Germany. Three main categories of iligiors have emerged from the

research and analysis process for this case study.
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The development of the German healthcare systempddg/s a very important role

and it is not yet clear what might happen in theirfe but it is clear that the system
will continue to be altered and changed regulaltlyis clear that Germany has to
continue to introduce healthcare reforms becauepikg the social healthcare system
running will cost more and more money. Therefore @erman government has to
find ways to allocate the available recourses reffstiently while find new sources

(higher tax, etc) and cutting back on the sociagnt by making the German citizens

take more responsibility for their own healthcare.

The German market or any market for that mattecasstantly developing and
changing, and it is important that a foreign compawing business abroad is
informed and up-to-date on the developments int#iget market. The effect of
cultural differences on the business abroad isargibject of this case study but even
though the cultural difference between Finland &ermany are small, they still
affect the Case Company's export operations. Netyesoncept and idea that works
in the domestic environment will also automaticaligrk abroad. The Case Company
has realized this and therefore tried different sneas in the past to ensure they
understand the market environment. The subsidiadythe employment of a country
manager from the target country are evidence f@riGase Company's commitment to
the export market Germany. This will be rewardsetause commitment will lead to
success if it will endures any struggles and ditfies in order to overcome them and

be successful in the end.

6.3. Discussion

As mentioned already before, the results of thieaech may not be generalized. One
reason is the field of business which requires nattention when planning marketing
activities or developing products and trading théomestically and internationally.
Further the business field also creates higherireapents for the possible partners,
whether it is on the domestic or on the internationarket does not make a difference
in that case. In the field of business this redeaan be of more use, besides the
general information's and findings on internaticralon which can be of interest
even in other fields of business there are someifgpassues targeted that are a
general issue of interest for internationalizatianthat field of businessA good

example for this would be the partner selectiorcgss as such, while it is important
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in any business field there are special requiremanthe medical device business

which need attention and holistic consideration.

The Case Company and especially the operationgimény should be in any case be
able to benefit from this case study. The thes®duces many findings which can be
addressed individually and are valid not only fap@t operations in Germany but
might be even used for export considerations inegdn The country manager for
Germany will profit for this work directly becausiecan be used as a tool in the
argumentation process to implement the herein sgdestrategy for Germany. This
will again lead to the Case Company profiting frtms thesis since if the findings

and recommendations of this case study can be mmpited it is likely that financial

success will follow.

Already at the start of the thesis process the ncamcern was, that the research
guestions and problems where relatively wide. Ettough it was attempted to

narrow the topic down as much as possible, it &iithed out wider than might be

indicated good for a BBA thesis. Nonetheless ththaufelt it was necessary to

answer the research questions and problems indigatie first chapter of this thesis.

The main reason was that the usability for thisithevould otherwise be severely
limited. The author intends to use the researcthi®mork and implement the results
and recommendations after consideration with theeGaompany. Further there is
even a possibility that a future master's thesidccpick up where this case study left
off.

The actual reliability, quality and validity of thicase study derive from the approach
and the experiences beyond those which are meutionthe thesis paper. Since the
thesis paper only contains those interviews andtimgsewhich were deemed most
important and valuable in providing data and clieesthe answering of the research
guestions. But through daily interaction with C&mampany staff and distributors not
only from Germany but from all over the world thetteor was able to develop a
understand of the subject and processes that ehtiidethesis to become a collection
of "real" information which enable conclusions arfter findings and clues that build
up a reliable case study. The combination of theorny practice is evidence for the

quality of this thesis.
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APPENDIX 1 Sets of Interview Questions for Case Company Personnel

How did the Subsidiary come to life?
*  Which Year founded?
 Aims?
Spain:
* Since when did the Spanish Sales Agent work for us?
* Was he paid by Case Company?
How about the USA Case Company Department?
*  When did it start?
* How are we involved with it today?
OEM Partner basic info:
» Since when?
* What about the limitations in sales?
What do you think would be the ideal distributiatuation for the Case Company in

Germany?

How about the USA Case Company Department?
* When did it start?
* How are we involved with it today?
In your opinion, is the Case Company competitiveugi in the export markets?
* Yes/No, what are the main reasons?
In your opinion, what is the Case Company's contipetadvantage?
What would you in general see as the ideal sitnadioany export market?
* Which of the Case Company's current export marisetdosest to this ideal
situation?
What does the Case Company need to achieve the master to be successful in
foreign markets?
What do you think would be the ideal distributiatuation for the case Comapny in

Germany?



