
 

1 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Hard Times Call for Strategic Measures 
- A study of how SMEs seek to increase performance in a 
declining industry 

 

  

Authors: Emma Blomberg, 

International Business Strategy 

 

Malin Mansikka, 

International Business Strategy 

Tutor: 

 

Dr. Susanne Sandberg 

Examiner: 

 

Prof. Bertil Hultén 

Subject: 

 

International Business 

Strategy 

Level and semester: Master Thesis, Spring 2013 



 

II 
 

Acknowledgement 

 

We would like to direct our deepest gratitude to those who have contributed to the 

accomplishment of this thesis. 

 

Foremost, we want to show our appreciation to the interviewees who have devoted their time 

to participate in this study and who have provided us with valuable knowledge. Without their 

input this thesis would not have been possible to conduct. We would therefore like to thank 

Eva-Marie Hagström at Mats Jonasson Målerås, Kent Elm at Skruf AB, Måns Johansson at 

Vida Wood AB, and Anders Magnusson at Eksjö Industri AB. 

 

Further, we would like to give special thanks to our tutor, Susanne Sandberg, who has 

supervised us throughout the thesis project. The valuable advice and information given to us 

during the tutoring has helped us develop and improve the thesis. We also want to thank 

Mikael Hilmersson for his valuable insights regarding our research. Finally, we would like to 

express our gratitude to our different opponents who have provided us with new perspectives 

and helpful advice during the writing process. 

 

 

 

Kalmar, 29 May 2013 

  

 

 _ _ _ _ _ _ _ _ _ _ _   _ _ _ _ _ _ _ _ _ _ _   

 Emma Blomberg  Malin Mansikka  



 

III 
 

Abstract 

An industry is constantly affected by its environment and the changes that occur within it. 

These environmental forces are the drivers of the industry’s evolution and throughout its life 

an industry undergoes irreversible transformations, which creates an industry life cycle. The 

competitive pressure on firms has increased the importance of developing competitive 

strategies throughout the industry’s life. This becomes especially important when the industry 

reaches the decline stage. There are different strategies that are suggested for firms to 

undertake in a declining industry. However, these strategies do not consider small and 

medium-sized enterprises, thus they might not be the most suitable for these firms to 

undertake. In addition, international activities have not been seen as a way to increase 

performance in a declining industry. The purpose of this study is therefore to fill this gap by 

investigating how small and medium-sized enterprises seek to increase their performance in a 

declining industry. To fulfil this purpose, we have conducted a qualitative case study of four 

SMEs currently operating in a declining industry. The empirical data was collected through 

interviews at each case company. 

 

The theoretical framework includes the theoretical concept of the industry life cycle, 

strategies specific for declining industries, theories regarding how firm chooses to compete, 

and different theories regarding international activities. The chapter ends with a theoretical 

synthesis that is developed from the theories presented earlier in the chapter. The empirical 

chapter presents the findings from the interviews with the case companies.  

 

In the analysis, the theoretical framework is connected to the empirical data, and is the basis 

for our conclusions. After conducting this study we can conclude that small and medium-

sized enterprises seek to increase their performance by undertaking a niche strategy as their 

end-game strategy, compete with a differentiations strategy, and by a large scope of 

international markets, which enables them to shift their market focus from unbeneficial 

markets to more beneficial markets.  

 

Keywords: Industry life cycle, declining industries, SME, end-game strategies, competitive 

strategies, international activities, niche strategy, differentiation, scale and scope of 

internationalisation, commitment  
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1 Introduction      
 

 

This chapter starts with a background presentation of the main concepts, which include the 

industry life cycle and the role of strategy, declining industries and SMEs, as well as SMEs as 

international actors. The background is followed by a discussion of the research problem and 

a presentation of the research questions, which has been formulated based on the problem 

discussion. The chapter will also include the purpose of the thesis and an illustration of the 

thesis outline. 

 

 

1.1 Background 

1.1.1 Industry life cycle and the role of strategy 

An industry is constantly affected by its environment and the changes that occur within it. 

These environmental forces are the drivers of the industry’s evolution and determinants how 

the industry evolves (Anderson and Tushman, 1990). Some industries grow at a fast pace, 

while others can experience a rapid decline. Moreover, the importance of specific industries 

changes over time, which causes demand to decrease and customer’s preferences to change 

(Schumpeter, 1934). Throughout its life, an industry undergoes irreversible transformations in 

its structure as well as in its competitive climate, creating an industry life cycle (ILC). The 

ILC consists of four stages; introduction, growth, mature and decline (Anderson and 

Tushman, 1990). Each stage of the ILC has different characteristics, which result in that firms 

face very different competitive climates before and after each transformation (Baum et al., 

1995). In addition, environmental forces can create various characteristics for different 

segments within an industry, which can provide different opportunities for different firms 

within it (Kessides, 1990). It is vital for firms to adapt their strategy to fit the changed 

conditions to be able to compete in the industry (Pearce and Michael, 1997). 

 

The competitive pressure on firms in the global business environment has increased the 

importance of developing competitive strategies throughout the industry’s life (Bumgardner et 

al., 2011). Strategy can be defined as “dealing with the major intended and emergent 

initiatives taken by general managers on behalf of owners, involving utilization of resources, 

to enhance the performance of firms in their external environments” (Nag et al., 2007: 942).  

Hence, the strategy functions as a link between the firm and its industry environment. It is 

crucial for a strategy to fit the firm’s external environment (Andrews, 1971; Grant, 2010). 
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However, it is important for firms to ensure that the developed strategy also fits the firm's 

internal environment, such as the firm’s resources, capabilities, values and goals. Consistency 

between the firm and the environment can be the determining factor for a firm's survival 

throughout all stages of the industry’s life (Grant, 2010). Firms seek to optimise performance 

by creating a fit between the firm and the environment, which is achieved through the creation 

and implementation of a strategic vision (Rajagopalan and Spreitzer, 1996). 

 

1.1.2 Declining industry and SMEs 

There have been major developments in the global economy over the last decades, which has 

led to a rapid growth in industries and creation of new ones. However, due to the magnitude 

of the changes in the global economy during the last decades, a larger number of industries 

have also increasingly experienced a rapid decline (Anand and Singh, 1997). An industry in 

the decline stage is characterised by shrinking demand, little product innovation, excess 

capacity and fierce price competition, which can be a consequence of several different 

environmental changes (Taggart, 1995). Some of the most common drivers of an industry 

decline are technological developments, changes in customer preferences and economic 

recessions (Harrigan, 1980; Grant, 2010). How fierce the competitive climate becomes in a 

declining industry often depends on how fast the industry collapses. Additionally, it depends 

on how the firms in the industry perceive future demand, and how profitable it will be to keep 

serving the declining market (Harrigan and Porter, 1983). 

 

The inhospitable environment in a declining industry results in that many firms have to leave 

the industry. However, an industry decline does not necessarily mean failure for all the actors 

in it. How firms deal with a decline depends on how they experience it. How firms experience 

the decline will also determine how they respond to it, which in turn will affect the firms 

performance (Harrigan, 1980). The importance of strategic changes is especially important 

when firms experience a declining environment, and in these conditions a firm must be able to 

be responsive (Grant, 2010). It is therefore crucial to adopt a strategy that is consistent with 

the changed environmental conditions (Grant, 2010). Harrigan and Porter (1983) have 

identified four strategies that are common for firms to undertake in declining industries, 

which they have labelled end-game strategies. These strategies have become known as the 

conventional strategies for firms operating in a declining industry, and include: leadership, 

niche, harvest and divestment. The decline stage has a different competitive climate when 

compared to the previous stages, which affect the source of competitive advantage. There are 
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two ways in which firms choose to compete, either through developing a cost advantage or a 

differentiation advantage. A cost advantage is associated with larger corporations as their size 

enables them to produce a larger volume and thereby achieve economies of scale. 

Differentiation advantage is on the other hand beneficial for small firms, due to their 

flexibility (Grant, 2010). Depending on where in the evolutionary process an industry is, 

different sources of competitive advantage can be identified (Anderson and Tushman, 1990). 

The type of competitive advantage a firm has is based on the resources and capabilities 

possessed by the firm. When the industry reaches the decline stage it is difficult to sustain a 

differentiation advantage, as products tend to become commoditised and customers are less 

willing to pay a premium price for the products (Grant, 2010). However, if a firm succeeds to 

have a differentiation advantage it has a more positive impact on the performance (Grant, 

2010; Terratansirikool et al., 2013). 

 

In a declining industry a small and medium-sized enterprise (SME) is less likely to compete 

successfully in segments which require high economies of scale and innovation (Malerba and 

Orsenigo, 1995). SMEs often have the potential of competing more successfully in an 

industry that leaves room for specialisation (Shama, 1993; Schuler and Buehlmann, 2003; 

Latham, 2009). A SME is defined by the European Commission (2013) as “a firm with less 

than 250 employees and a turnover of less than 50 million Euro, or a balance sheet total of 

less than 43 million Euro”. The number of SMEs has increased significantly during the last 

decades. From 1984 to 2009 the number of people employed by Swedish SMEs increased by 

25 % (Henrekson et al., 2012), and today 99% of the companies in the European Union are 

classified as SMEs (European Commission, 2013). However, SMEs are more vulnerable to 

negative situations occurring in the industry due to their limited size and resources compared 

to larger corporations (Penrose, 1995; Lu and Beamish, 2001). For instance, many SMEs have 

filed for bankruptcy due to the financial crisis in 2008 (Eurofound, 2011). According to 

Latham (2009), small and large firms react differently when challenged by a decline. The 

chance of surviving in an industry is greater for firms with either a larger size or higher 

growth rates (Dunne et al., 1988; Baldwin and Gorecki, 1991; Acs and Audretsch, 1990; 

1991). 

 

1.1.3 SMEs as international actors 

In general firms are internationalised to a larger extent in today’s global environment, which 

has created a global marketplace with fierce competition. This situation has a greater impact 
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on SMEs than on the already highly internationalised large corporations. SMEs have therefore 

been considered as passive victims, rather than active players in the light of 

internationalisation. However, this is no longer valid since many SMEs have been successful 

in their foreign market activities during the last decades (Gjellerup, 2000), and have 

undertaken a growing involvement in international trade (Leonidou, 2004). They have thereby 

become progressively active participants in the global market and are competing in the same 

markets as larger corporations. Consequently, SMEs and larger corporations are increasingly 

facing similar international problems (Ruzzier et al., 2006). 

 

A reason for SMEs to internationalise can be a reaction to the conditions in their domestic 

market. For instance, declining demand can cause SMEs to escape from their home market 

(Porter, 1985; Leonidou, 1998). When firms experience increasing competition, maturing 

domestic markets, or limited market opportunities they increasingly look to foreign markets 

(Cooper and Kleinschmidt, 1985), in order to sustain performance (Namiki, 1988). The 

importance of foreign markets is particularly true for small firms experiencing intensified 

competition and declining demand. Small firms’ ability to engage in exporting activities is 

claimed to be necessary to ensure the survival and growth of these firms (D’Souza and 

McDougall, 1989). This has increased the view that export sales are a route to corporate 

growth for firms (Cooper and Kleinschmidt, 1985). Furthermore, internationalisation has been 

found to be positively related to firm performance (Kim et al., 1993; Hitt et al., 1994) and 

firms’ internationalisation can be seen as a growth strategy, which they undertake when there 

is a need to improve the performance (Khavul et al., 2010). Also, the degree of commitment a 

firm has to their international markets affects the performance. A higher degree of 

commitment is considered giving the firm better performance than a low degree of 

commitment (Farrelly and Quester, 2003; Dyhr Ulrich et al., 2012).  However, the higher 

degree of commitment, the higher the costs becomes for handling the international activities 

(Hollensen, 2011). 

 

When firms experience sudden decline in domestic markets this force them to increase their 

level of export in order to recapture the loss in the domestic market (Lee et al., 2009). In a 

globalised economy it might therefore be a larger risk for firms not to engage in international 

activities (George et al., 2005), since firms that do not engage in international activities risk 

losing their competitiveness. Firms that internationalise their activities over a larger number 

of markets can avoid dependency on a single market (Hilmersson, 2013). International 
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diversification is therefore important for firms, since it is based on exploiting foreign market 

opportunities and imperfections through internationalisation (Rugman, 1979). Dependency on 

a single market increases the uncertainty regarding the income stream for firms, as they are 

dependent on a stable development in a particular market, resulting in vulnerability to sales 

fluctuations (Hilmersson, 2013). International diversification is than an option as it presents 

opportunities to take advantage of domestic market success and spreads the risk of failure 

across multiple countries (Hitt et al., 1994). Firms’ capability to adapt their operations in line 

with unforeseen negative environmental change is greater when international investments 

already have been made, allowing them to respond faster to the unforeseen change in both the 

domestic and international markets (Lee and Makhija, 2009). Firms would then be able to 

shift their sales from unbeneficial markets to more beneficial markets by using their existing 

international investments (Tang and Tikoo, 1999). 

 

1.2 Problem discussion 
Since the stages that an industry evolves through create very different contexts for a firm to 

operate in, also very different strategies can be adopted throughout the ILC. Strategic changes 

become especially important in a declining industry due to its inhospitable environment 

(Harrigan, 1980; Grant, 2010). Therefore, if firms wish to keep competing in the industry, 

they need to adapt their strategy to avoid failure. To know what strategic changes to 

implement is especially important, since researchers have shown that declining industries 

negative impact on firms results in that many firms have to leave the industry (Harrigan and 

Porter, 1983; Boyle and Desai, 1991; Grant, 2010). This shows that industries have an impact 

on firm performance, since unprofitable firms are forced to exit the industry. However, 

according to Davidsson et al. (2002), earlier research has underestimated the impact that an 

industry’s environment has on firms’ performance. This shows that further research is needed 

in this field, since industries might have a greater impact on firms than previous research has 

shown. Moreover, Anand and Singh (1997) states that little empirical research has been done 

combining declining industries and strategy. Therefore, it is important to conduct empirical 

research on this matter in order to find out how firms seek performance in declining industries 

through strategic adaptations. Also, as more industries are experiencing a decline (Anand and 

Singh, 1997), more firms are exposed to this problem. This shows that this problem has 

become important for a larger number of firms. 
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There has been some research done on strategy addressing problems specific to declining 

industries (Harrigan, 1980; Harrigan and Porter, 1983; Thiétart and Vivas, 1984; Taggart, 

1995; Anand and Singh, 1997). However, most of the research addressing an industry in 

decline does not take today’s business environment into consideration, as most of it dates 

back to the 1980’s - 1990’s. For instance, previous research focuses mostly on larger 

corporations. Therefore, all the conventional strategies suggested by previous research, 

appropriate for a firm to undertake in a declining industry, might not be the best suited for 

SMEs since they differ in size and resources. In addition, there are more SMEs than larger 

corporations (European Commission, 2013) and they have also become increasingly 

important as employers (Henrekson et al., 2012).  This shows that SMEs have become more 

important in today’s business environment, which poses a need for research to include these 

types of firms as well. Moreover, Latham (2009) states that small and large firms react 

differently when challenged by a decline. For many firms a declining industry creates a 

negative situation. Therefore, SMEs are potentially affected worse by the decline stage than 

larger corporations, since they are more vulnerable to negative situations occurring in the 

industry (Lu and Beamish, 2001). This can be seen in connection to the many SMEs that filed 

for bankruptcy due to the global financial crisis in 2008 (Eurofound, 2011). Also, many 

researchers argue that the chance of surviving in an industry is greater for firms with either a 

larger size or higher growth rates (Dunne et al., 1988; Baldwin and Gorecki, 1991; Acs and 

Audretsch, 1990; 1991). This adds further to the need of researching this problem through the 

perspective of SMEs. 

 

Firms can compete either with a cost or a differentiation advantage.  However, for SMEs it 

can be difficult to have a cost advantage due to their limited possibility to achieve economies 

of scale (Grant, 2010). Although, when the industry is in the decline stage it becomes more 

common to have a cost advantage, and a differentiation advantage becomes hard to sustain. 

On the other hand, research has shown that differentiation is more closely linked to increased 

performance of a firm (Grant, 2010; Terratansirikool et al., 2013). Therefore, firms must 

decide whether they should try to attempt a differentiation advantage, even though this can be 

difficult in a declining industry, or if they should try to achieve a cost advantage, which could 

be hard for SMEs, since they do not have the same possibility to produce as large volumes as 

a larger corporation. This shows that this is a vital issue that is especially important for SMEs 

to consider when seeking performance in a declining industry.   
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Since SMEs have become increasingly active participants in the global marketplace (Ruzzier 

et al., 2006) it is clear that a larger amount of SMEs need to know how to handle international 

activities in relation to the changes that occur in the environment of the industry they operate 

in. Many researchers (Cooper and Kleinschmidt, 1985; Namiki, 1988; D´Souza and 

McDougall, 1989; Kim et al, 1993; Hitt et al., 1994; Lee et al., 2009; Khavul et al., 2010) 

claim that international activities have a positive impact on firm performance. In addition, 

Grant (2010) states that an industry can be in different stages of the ILC in different countries. 

Due to this it can be argued that firms’ international markets play an important role when 

seeking performance in a declining industry, since demand might be higher in other countries. 

In addition, firms with international activities avoid dependency on the situation in only one 

market (Hilmersson, 2013). However, previous research on declining industries has not 

considered international activities as a strategic measure for performance enhancement 

(Harrigan, 1980; Harrigan and Porter, 1983; Thiétart and Vivas, 1984; Taggart, 1995; Anand 

and Singh, 1997). Nonetheless, SMEs face more difficulties in international markets than 

larger corporations (Bumgardner et al., 2011), and handling international activities can be 

costly (Hollensen, 2011). Therefore, SMEs might be restricted when undertaking international 

activities due to their limited resources base. On the other hand, D’Souza and McDougall 

(1989) claim that international activities are necessary for SMEs when experiencing declining 

demand. Therefore, it is important to understand if SMEs believe that the performance 

benefits of international activities exceed the costs of these activities in a declining industry. 

 

The research area of SMEs in a declining industry needs to be resumed and developed further, 

since the discussion above proves that there is a gap in the existing literature. Previous 

research has merely focused on the end-game strategy undertaken by firms in declining 

industries. The research has not considered competitive strategy and international activities as 

ways for firms to increase their performance in a declining industry. However, the discussion 

above shows that these could also be used by firms as strategies for seeking performance in 

the challenging context of a declining industry. 

 

1.3 Research questions 
This thesis will be conducted by answering one main research question, which is supported by 

three sub-questions. The main research question includes performance as a central concept. In 

this study, performance will be determined by managers’ perceived financial outcome in 

terms of sales and profit. In the following the research questions will be presented. 
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1.3.1 Main research question 

 

1.3.2 Sub-questions 

 

Sub question 1 

 

The first sub question aims to describe how suitable the end-game strategies are for SMEs. 

This question is important since it brings understanding to what extent the conventional 

strategies in a declining industry are possible for SMEs to undertake, and how they contribute 

to firm performance. 

 

Sub question 2 

 

The second sub question aims to describe what competitive strategy SMEs use when faced 

with an industry decline. This contributes to the understanding of how SMEs choose to 

compete in a declining industry, and thereby how they seek performance. 

 

Sub question 3 

 

The third research question aims to describe how international activities impact on SMEs’ 

performance in a declining industry. This question is included in order to study whether 

investing more or less in international activities have a positive impact on the performance 

when operating in a decline.  
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1.3.3 Purpose 

The purpose of this study is to analyse how SMEs seek to increase performance in declining 

industries. This is done by describing how suitable the end-game strategies are for SMEs, how 

SMEs compete in a declining industry and how international activities impact on their 

performance. From this, conclusions will be drawn regarding how SMEs seek performance in 

a declining industry through different strategic measures. 

 

1.4 Thesis outline  
The thesis follows the outline as presented in figure 1. 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1: Thesis outline 
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2. Methodology  
 
 

 

In this chapter the methodology used in the thesis and the reasoning behind the 

methodological choices will be accounted for. The chapter starts with a presentation of the 

research approach, research method and research strategy. Thereafter, the selection of case 

companies, data collection and data analysis will be accounted for, which is the basis for our 

empirical data collection. The chapter will end with a discussion concerning the research 

quality, where issues regarding internal validity, external validity and reliability are 

addressed. 

 

 

2.1 Research approach 
The research approach chosen for this study is the abductive approach. The abductive 

approach involves a continuous switching between previous theory and empirical data, which 

thereby enables a successively reinterpretation of one in the light of the other. This results in a 

holistic and realistic approach (Alvesson and Sköldberg, 2009). The abductive approach was 

chosen due to the nature of the research question. As the study stem from a problem that has 

been neglected by theory so far, it is beneficial for this study to have the ability to switch 

between theory and empirical data. This is important in order to reach a better understanding 

of the research problem. In addition, by using the abductive approach the study becomes more 

comprehensive. Dubois and Gadde (2002) support this by stating that switching between 

theory and empirical data enables the researcher to expand one's understanding of both. This 

is based on the fact that one cannot be understood without the other. Furthermore, it was 

difficult to beforehand know what was necessary to include in the study, since it covers an 

unstudied problem. The abductive approach makes it possible to overcome this, since we can 

adapt the theory and data along with the study process. Dubois and Gadde (2002) claims that 

abduction is the most useful when the researchers’ aim is to discover new things, thus, making 

it appropriate for this study. 

 

This study had its starting point in deduction, which means that it started from a theoretical 

perspective (Alvesson and Sköldberg, 2009), thus, we identified the research problem from 

theory. The research problem was the foundation for our developed theoretical framework, 

and helped us to identify relevant theories to include in the framework. Based on our 
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theoretical framework we developed an interview guide, which was used when collecting the 

empirical data. We thereafter took an inductive approach where we modified our theoretical 

framework, based on our empirical findings. The inductive approach has its base in empirical 

data and it proceeds from a number of single cases where a similar phenomenon has been 

observed (Alvesson and Sköldberg, 2009). By switching between theory and empirical data, it 

enabled us to include theory in our theoretical framework, which was proven to be important 

from an empirical point of view. From the empirical data, we decided to exclude triggers to 

the industry decline and strategy change, since the empirical data showed that it was more 

important with the outcome of the industry decline and the strategy chosen, rather than the 

process of the triggers and the change. We also chose to include competitive advantage, as the 

empirical data proved that these were important for the case companies. Thereby, we were 

able to expand our understanding of both theory and empirical data, which results in a study 

that has a more realistic and holistic approach. Induction and deduction can also be used as 

stand-alone research approaches. However, some researchers have directed criticism to using 

a purely deductive or inductive approach. They claim that the inductive approach involves a 

risky leap when creating general truth from a collection of single cases. Additionally, the 

deductive approach is restricted in its possibility to explain phenomenon, since it is limited to 

explaining everything with a general rule (Alvesson and Sköldberg, 2009). Because of the 

aforementioned reasons, a purely inductive or deductive approach was not found appropriate 

for this study 

 

2.2 Research method  
For this study we have used a qualitative research method. Researchers using this type of 

method are interested in “understanding how people interpret their experiences, how they 

construct their worlds, and what meaning they attribute to their experiences” (Merriam, 

2009:5). Qualitative research aims to understand reality, which is seen to be socially 

constructed by individuals and their interaction in the world. This is done by describing and 

discovering phenomenon (Merriam, 2009). Researchers using a qualitative approach want to 

understand these different interpretations of reality in a certain point in time and in a 

particular context (Merriam, 2002). Qualitative research is based on words or visual images, it 

is associated with small-scale studies, and provides a holistic perspective to the studied 

problem (Denscombe, 2010). The qualitative research method is appropriate for this thesis as 

it is a small-scale study, where we want to provide an understanding of how SMEs seek to 

increase performance in a declining industry. Therefore, the qualitative research method is 
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suitable. Also, Merriam (2009) claims that by using a qualitative approach it enables the 

researcher to finalise a report that is richly descriptive, something that is needed to fulfil this 

study’s purpose.  

 

Another option for this study would have been to use a quantitative research method. This 

method is used when the unit of analysis is based on numbers (Denscombe, 2010) and when 

the research question includes ‘how much’ and ‘how many’ (Merriam, 2009). It is often 

associated with large-scale studies, and when the focus is on analysing specific variables 

(Denscombe, 2010). Researchers using a quantitative research method usually have 

prediction, control, confirmation, or hypothesis testing as the goal of the study (Merriam, 

2009). In contrary to the qualitative method, the quantitative method sees reality as a problem 

that can be measured. However, when the research problem is of explorative nature it often 

requires a qualitative research method, since it generates data that is in-depth and open for 

unexpected conditions (Jacobsen, 2002). Consequently, the qualitative research method is a 

better option for this study, as it is of explorative nature and does not focus on quantity. 

 

Regardless of which research method that is chosen, it is important to be aware of the 

criticisms that exist, and to take them into account when conducting the study. Since the main 

instrument for data collection and analysis in qualitative research is the researcher, there is a 

risk that human shortcomings influence the researcher, who might let bias views and 

subjectivism influence the study. Therefore, it is important to be aware of these shortcomings 

and of how they might come to influence the study. However, it is also important that the 

researcher does not neglect, or is overly critical to the own interpretations, thus risking to miss 

out on important information (Merriam, 2002). We believe that it is inevitable to fully avoid 

subjectivity and bias views in a qualitative study. However, we will take this critic into 

account, and try to prevent that our own subjective views influences the result of the study. 

This is done by critically reviewing and discussing our interpretations. 

 

2.3 Research strategy 
According to Yin (2007) there are different strategies that can be used when conducting 

research, which include experiments, surveys, analysis of archival information, histories and 

case studies. Which strategy that is the most appropriate to use is determined by the type of 

research question, the level of control the researcher has over behavioural events and if the 

study is based on contemporary or historical phenomena.  
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For this study we have chosen to use a case study as research strategy. According to Merriam 

(2009) and Denscombe (2010), a case study strategy allows the researcher to gain a holistic 

and meaningful view of real life events. Moreover, Yin (2003) states that a case study is 

advantageous when the question ‘why’ and ‘how’ are answered, and is preferred when the 

researcher has little control over behavioural events. In addition, a case study is appropriate 

when the focus of the study is on contemporary phenomena. Therefore, we believe that a case 

study is the most appropriate option to answer our research question, as we intend to answer 

the question ‘how’.  In addition, we do not possess control over any behaviour we may 

encounter in the study. Our study also concern contemporary events, since we intend to 

investigate SMEs strategic actions in an industry that is currently experiencing a decline. Our 

study is also aiming at gaining a deeper understanding of SMEs’ strategic decisions when 

operating in the complex environment a declining industry entail. Because of this, a case 

study is an ideal choice, since it allows the researcher to gain a deep understanding of a 

complex social phenomenon (Yin, 2003; Merriam, 2009). 

 

2.3.1 Case study design 

When designing a case study it is important that the researcher decides whether a single case 

study or a multiple case study should be conducted, and if the unit of analysis should be 

holistic (single-unit analysis) or embedded (multiple-units analysis) (Yin, 2009). For our 

study we have chosen to conduct a multiple case study with a holistic unit of analysis. The 

evidence from this type of research is, by many, considered more compelling and more robust 

(Yin, 2009). A multiple case study also has the advantage that it consists of various sources, 

which can contribute to new dimensions of the research problem (Dubois and Gadde, 2002). 

Considering these aspects, we believe that a multiple case study will benefit our study, since it 

will enable us to take different SMEs’ views of the investigated phenomena into account. In 

addition, a multiple case study will enable us to identify and compare potential differences in 

SMEs’ strategic decisions and experiences of a declining industry. We have chosen to 

disregard the single case study for this particular research, since a single case study mostly 

aims to test a theory or to investigate one unique phenomenon (Yin, 2007). Our study 

concerns the context of declining industries, in which evidently more than one SME is 

operating and can therefore not be considered unique. We do not either aim to test existing 

theory. Hence, a single case study is not considered appropriate.  

 



METHODOLOGY 

14 
 

According to Yin (2003), case study is one of the most challenging research strategies, and 

there has been some critic directed against it. One of the biggest concerns raised against case 

study research has been over the lack of rigor. It has been argued that the researcher often is 

too sloppy in the research procedure and fails to be systematic. Moreover, there is a risk that 

the researcher lets bias views and ambiguous evidence influence the findings and conclusions 

of the study. This type of rigor is less common when using other types of research strategies. 

A second critic to case study is that it provides a limited possibility to generalisation, and that 

a case study often becomes subject to a too high degree of generalisation, which can give 

inaccurate conclusions. The problems of a case study partly arise since there is no systematic 

description or definition of the skills needed to conduct a good case study. By being aware of 

these criticisms we will bear them in mind throughout the research process and try to have a 

systematic approach in order to avoid sloppiness. According to Yin (2009), the problem of 

generalisation can to some extent be diverged by the usage of a multiple case study, which we 

have chosen to conduct.    

 

2.4 Selection of case companies 
When selecting cases it is important that the units have distinct boundaries to enable the 

researcher to separate what is part of the case and what is not (Denscombe, 2010). The way 

that the boundaries are set is vital, since it determines what can be found (Dubois and Gadde, 

2002). The selection of a case should be based on the attributes that are of particularly 

importance in relation to the problem the researcher study (Denscombe, 2010). To find the 

best cases for the study, criteria have to be established that will function as a guide to the 

selection of cases (Merriam, 2009). We have based our selection of cases on convenience 

sampling, which is when the selection is based on time, money, location, availability of sites 

or respondents and so on (Merriam, 2009).  When making our selection the time aspect was 

taken into consideration and we therefore limited the number of cases to four. In addition, 

time made it difficult to make extensive travels to collect the data. Therefore, the cases 

selected were located in the Småland region.  

 

We have also based our case selection on purposeful sampling. Purposeful sampling is when 

the researcher base their selection of cases, that has the ability to provide the researcher with 

the most valuable information possible (Merriam, 2009). When selecting the case companies 

we have been guided by the study’s purpose to identify the most appropriate cases, since 

Merriam (2009) argues that the criteria established for purposeful sampling should reflect the 
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purpose of the study. We have chosen companies that we believe will provide us with the 

deepest knowledge possible, relevant for our specific research subject. The chosen companies 

are SMEs, engaging in international activities and operating in an industry that is currently in 

a decline. The earlier mentioned definition of a SME, provided by the European Commission, 

was used as a criteria for determining if a company was qualified as a SME or not. The export 

figures from the companies were thereafter used to determine if they had any international 

activities. We decided to use the characteristics of a declining industry as a measurement for 

whether or not an industry was in a decline stage, and therefore a suitable context for our 

study. We were able to identify two industries that are currently in a decline, which are the 

Swedish glass and sawmill industries. For the glass industry we focused on the production of 

hand blown glass pieces. The industries were identified by reviewing newspaper articles and 

annual reports. Additionally, in our initial contact with the case companies we asked questions 

about the respective industry's state to ensure that the industry presented a suitable context for 

the study. The identified industries are a good research context for us, not only because it is in 

a decline, but also because many SMEs operate within them. Furthermore, this study only 

considers SMEs who are aiming to stay in the industry, and therefore it does not include 

SMEs considering leaving the industry as an option.  

 

2.4.1 Company presentation 

In the following table a presentation of the case companies is provided. 

Table 1: Presentation of case companies 
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2.5 Data collection  
The data collected can either be secondary or primary (Jacobsen, 2002). According to Yin 

(2003), there are six different sources from which data can be found: archival records, 

documents, interviews, direct observations, participant-observations and physical artefacts. In 

this study we have used both primary and secondary data.  

 

2.5.1 Secondary data 

Secondary data is based on information that is collected by others and is often collected for a 

different purpose than the specific study (Jacobsen, 2002; Merriam, 2009). The benefits of 

using this type of data are that “they exist independent of a research agenda, they are 

nonreactive, and unaffected by the research process” (Merriam, 2009:156). However, since 

they have been produced for other purposes they may be fragmentary, they might not fit the 

conceptual framework, and their authenticity might be difficult to determine (Merriam, 2009). 

We included secondary data in our study when reporting information about the industries. 

This type of data provided us with information about the industries’ contexts that were not 

influenced by our or the case companies subjective views. For our study we have mainly used 

newspaper articles and annual reports as secondary data. The newspaper articles used were 

published in renowned newspapers. In addition, several different newspapers were reviewed, 

which provided the same information. This helped strengthen the veracity of the contents. The 

annual reports have been performed and approved by a chartered accountant, thus making 

them reliable. 

 

2.5.2 Primary data 

Primary data consists of data that is collected for the first time directly from the source of 

information, which can be an individual person or groups of people (Jacobsen, 2002). The aim 

of collecting primary data is to answer the study’s research question (Merriam, 2002). 

Primary data can be collected through interviews, observations or questionnaires (Jacobsen, 

2002). We have chosen to mainly use primary data in our study. We believe that by collecting 

primary data we will, to a further extent, get a hold of information that is in specific relevance 

for our research subject. We have collected all our primary data through interviews with 

people at the selected case companies, who are in a position where they have valuable insights 

useful for our study. 
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2.5.3 Interviews  

As mentioned, the data in our study mostly consists of primary data and has been collected 

through interviews. An interview is an attempt to understand a phenomenon from a subject’s 

point of view and to unfold the meaning of experiences. The interview is based on 

professional conversation that has a structure and a purpose, and is conducted between two 

people, or in groups (Merriam, 2002). However, the interview is not an equal conversation; 

the interviewer leads and controls the conversation and critically follows up on the 

interviewee's answer to the questions. Through an interview, knowledge is gained through 

interaction between the interviewer and the interviewee (Kvale, 2009). According to 

Denscombe (2010), interviews are appropriate to use when the researcher is exploring a more 

complex phenomenon. We chose to conduct interviews, since we believe that by interacting 

with people who has knowledge and experience in our research area, we would gain a deeper 

understanding of the researched phenomena. In addition, since the context of a declining 

industry is complex, and since there are several different strategic decisions that companies 

can make, we believe that this research would be difficult to understand and analyse without 

the deeper understanding interviews can provide us with.  

 

Before conducting the actual interview, it is important to first clarify the importance of the 

study, obtaining knowledge about the subject matter and becoming familiar with different 

interview techniques and deciding which one to use in order to gain the intended knowledge. 

The quality of the knowledge produced in an interview depends on the quality of the 

interviewer's skills as well as knowledge about the research area (Kvale, 2009). Before we 

conducted the interviews we did thorough research about the subject matter to gain sufficient 

knowledge and to know what questions that would be relevant to ask the interviewees. In 

addition, by becoming familiar with the subject it also enables us to know what kind of follow 

up questions to ask. We believe that the ability of asking appropriate follow up questions will 

allow us to capture as much information as possible during the interview. Moreover, we chose 

to conduct semi structured interviews instead of highly structured or unstructured interviews. 

When conducting a highly structured interview the interviewer follows a standardised 

questionnaire, which has a strict order that is determined beforehand. However, when 

conducting this type of interview the interviewees’ perspective often gets lost and the 

interview becomes influenced by the researcher’s preconceptions. An unstructured interview 

on the other hand is conducted more like a daily life conversation and is most suitable when 

the researcher does not have sufficient knowledge about the subject matter (Merriam, 2009). 



METHODOLOGY 

18 
 

A semi-structured interview can be seen as an intermediate between a highly structured and 

unstructured interview. It is neither an open daily life conversation nor a closed questionnaire. 

It is conducted according to an interview guide, which entails certain themes and may include 

suggested questions (Kvale, 2009). Since we want to capture the perspective of our 

interviewees and since we have knowledge about the subject, a semi structured interview felt 

like the natural choice.  

 

Before we conducted the interviews we made an interview guide containing of themes and 

supporting questions based on our theoretical framework. This interview guide is also 

provided as an appendix in this thesis. Before meeting the interviewees we had colleagues and 

our thesis supervisor review the questions to ensure their appropriateness, and not risk 

missing any question that would have been valuable to ask. Since the interview guide was 

developed based on theoretical concepts, we felt the need to make these concepts 

understandable for people who might not have the same theoretical knowledge as we do. 

Therefore, we formulated the questions in more practical terms. For instance, when asking 

about the case companies’ end-game strategy, we did not include the theoretical names of the 

different strategies. Instead, we asked about the different practical aspects each strategy 

entails. The interviews were conducted face-to-face at the headquarters of each company and 

took approximately 45 minutes. To ensure not to miss out on vital information we recorded 

each interview and transcribed them. All the interviews were conducted in Swedish. However, 

before reporting the empirical findings, the transcription from each interview were translated 

into English. To ensure that the translation was made correctly we had a native English 

speaker, also fluent in Swedish, translate it back from English to Swedish. This allowed us to 

ensure that the original meaning was not lost. A list of our interviewees can be seen in table 1.   

 

2.6 Data analysis 
According to Yin (2009), there are five different techniques that can be used when analysing 

data. These are: pattern matching, explanation building, time-series analysis, logic models and 

cross-case synthesis. When conducting the data analysis for this study we used a technique 

that is similar to the pattern matching. When using this technique the researcher compares 

empirically observed patterns with theoretically predicted patterns. This technique is one of 

the most desirable when conducting case study analysis (Yin, 2009). For our data analysis we 

had a deductive approach where we applied our empirical data to our theoretical framework 

and synthesis. The synthesis is a combination of the ILC and different ways for firms to 
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increase their performance. The different ways to increase performance were both specific to 

an industry in the decline stage and general methods used by firms. To a certain extent these 

are patterns that are theoretically predicted to influence SMEs performance in an industry in 

the decline stage, thus making our analysis similar to pattern matching. 

 

2.7 Research quality  
It is important for both the reader and the researcher to be assured that the findings of a study 

can be trusted. When conducting a qualitative study, as well as other types of studies, there 

are strategies to ensure the quality. It is crucial to understand these strategies to assess the 

study’s trustworthiness. The quality of a study is often discussed in terms of validity and 

reliability. However, the concepts of validity and reliability have been largely debated in 

relation to qualitative research. It has been argued that it can be hard to evaluate validity and 

reliability in qualitative research (Merriam, 2002). Despite this, we have chosen to include 

research quality. However, we will discuss it in a qualitative research’s point of view, as some 

authors still argue that it is possible to ensure a level of validity and reliability in qualitative 

research.   

 

2.7.1 Internal validity 

In qualitative studies, validity can be thought of as craftsmanship where the researcher 

critically analyses the data collected. Moreover, it can be viewed as communication where the 

validity is determined in dialogue between people. The internal validity explores how 

congruent the research findings are with reality. In qualitative research realities are assumed 

to be multiple, changing and unique to different individuals’ subjective beliefs, and the reality 

will be understood through the researcher’s interpretations of the interviewee’s understanding 

of the subject of interest. There are several ways to strengthen the validity in a study. The 

most common strategy is to use triangulation. Triangulation includes the usage of multiple 

investigators, multiple sources of data, multiple methods to confirm findings and multiple 

theories, where the first three mentioned is frequently found in qualitative research (Merriam, 

2009). To ensure internal validity we have used multiple investigators, as we are two people 

conducting the study. In addition, we have used multiple methods to confirm findings. To 

increase the internal validity we have compared the findings of our interviews with what we 

have observed during on-site visits and read in reports and newspaper articles.  It is also 

recommended that the investigator is engaged in the data collection for a fair amount of time 

to gain a deeper understanding of the phenomenon investigated (Merriam, 2002). Through our 
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studies we have gained an understanding for the investigated field, such as strategy and 

international marketing. Moreover, we have deepened our knowledge about the subject matter 

during the time of the research process. This will enable us to have a more critical view of the 

findings. 

 

2.7.2 External validity 

External validity refers to the extent to which the findings of a study can be generalised, that 

is if the study can be applied to another situation. It has been widely discussed whether the 

findings in qualitative research can be generalised or not, since such a small sample has been 

used (Merriam, 2002; Yin, 2009). However, Merriam (2002) argues that qualitative research 

is conducted with a small sample on purpose due to that the aim of such research is not to find 

out what is true to the larger mass, but to gain a deeper understanding of the investigated 

phenomenon. Additionally, according to Denscombe (2010), there is still a possibility to 

generalise qualitative data to some extent. The author claims that even though each case is in 

a way unique, it is still representative for other similar cases. Whether or not generalisation to 

another case is possible depends on how similar the cases are. Yin (2009) states that case 

study research relies on analytic generalisation where a particular set of results are generalised 

in relation to some broader theory. It is this theory that both specify the case study and the 

cases to which the results are generalizable. This study is not conducted to find out what is 

true to the larger mass, which is done through statistical generalisation. However, we still 

believe that it is possible to generalise the findings to some extent. As discussed by Yin 

(2009) and Denscombe (2010) findings from a qualitative study are generalizable to cases that 

are similar. Therefore, we believe that the findings in this study can to some extent be 

generalised to SMEs who find themselves operating in a declining industry similar to the 

conditions in the glass and sawmill industries. 

 

According to Merriam (2009) a strategy that can be used to enhance the possibility of 

transferring the results of a qualitative study to another setting, is the use of thick descriptions. 

One way to create a thick description is to present a detailed description of the findings, 

including quotations. Throughout our thesis we have tried to thoroughly describe the 

empirical findings and tried to strengthen these with quotations from our interviews. This 

would then increase the level of the external validity. 
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2.7.3 Reliability 

Reliability refers to what extent the findings can be replicated, that is if the findings would be 

the same if the same study were to be conducted again (Merriam, 2002; Yin, 2009). This 

poses a problem in qualitative research since peoples’ individual behaviour is dynamic and 

changing. Therefore, it is likely that a qualitative study conducted again will not yield the 

same results. However, in qualitative research reliability can be conceptualised as 

‘dependency’ or ‘consistency’ (Merriam, 2002). Merriam (2002) argues that it is more 

important in qualitative research to ask the question of whether the results are consistent with 

the data collected, thus if the results make sense. The strategies for ensuring reliability are the 

same as the strategies used when ensuring validity. However, there is one additional strategy 

that can be adopted when ensuring reliability, namely audit trail. An audit trail gives a 

detailed description and documentation of how the data has been collected and analysed. This 

is also suggested by Yin (2009) who claims that the reliability problem could be approached 

by documenting as much as possible, while conducting the research in a way that makes it 

possible for other to repeat the procedure. This means that the researchers have to maintain a 

chain of evidence where the reader is able to follow the steps from research question to the 

conclusion. Throughout the methodology chapter we have given a detailed description of how 

we have collected the data. In addition, we have chosen to include a separate section which 

describes how the data has been analysed. Moreover, the interview guide used when 

conducting the interviews is available as an appendix in the study. The conducted interviews 

have also been recorded and transcribed, thus they have been documented. This creates the 

chain of evidence mentioned by Yin (2009) and the audit trial according to Merriam (2009). 

We believe that this will facilitate the replication of the study and thereby increase the 

reliability.  
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3. Theoretical framework 
 

 

In this chapter the theoretical framework will be presented. The chapter starts with a 

presentation of the Industry Life Cycle. This concept is included in the theoretical framework 

since it is central to the study. However, more emphasis is put on the decline stage since this 

is the context of which the study takes place. Thereafter, the chapter includes presentations of 

different end-game strategies, competitive strategies and international activities. Lastly, the 

theoretical synthesis will be presented. 

 

 

3.1 The Industry Life Cycle 
The ILC is based on the well-known marketing concept ‘the product life cycle’ (PLC). In the 

PLC, products are born, their sales starts to grow, they reach maturity, they start to decline, 

and finally they die. Since products evolve through a life cycle, so does the industry in which 

they are produced. However, since an industry produces multiple generations of products, it 

therefore has a longer duration than the one of a single product. The ILC consists of four 

stages: introduction, growth, maturity and decline, which will be presented in the following 

(Grant, 2010). 

 

3.1.1 Introduction stage 

The birth of an industry is often seen as a result of the recognition of a technological 

opportunity, which inspires firms to seize the opportunity, thus starting to shape a new 

industry (Klepper, 1996). In the introduction stage, sales are in general small due to few 

customers and little market penetration (Grant, 2010). Moreover, the products sold in this 

stage are often of primitive design. This stage is also associated with high costs and low 

quality due to small scale of production and firms’ lack of experience (Klepper, 1997). In 

order for firms to be successful in this stage, or to enter the industry at all, it is important to be 

innovative. Another success factor at this stage of the ILC is to establish a credible image of 

the company and its products. As time pass, it will increasingly become important to have 

financial resources in order to make required investments. Product development is also an 

important source of success, which in turn needs to be supported by manufacturing, 

distribution and marketing capabilities (Grant, 2010). Research and development (R&D) is in 

this stage more on a trial-error basis and innovations differs substantially among firms 

(Paltoniemi, 2011). In the introduction stage the actors in it face the mutual challenge of 
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building legitimacy for the industry. Therefore, it is not uncommon for firms and other 

stakeholders to join forces to improve the industry’s reputation (Wade et al., 1999). 

 

3.1.2 Growth stage 

In the growth stage of the ILC firms start to grow rapidly (Agarwal et al., 2002). The market 

penetration is accelerating due to that technical improvements and efficiency open up the 

mass market (Grant, 2010). As new firms enter the industry it also spurs rivalry amongst the 

competing firms. However, the new entrants also help the industry to gain legitimacy (Wade 

et al., 1995). In this stage firms need to adapt its product design and manufacturing to fit large 

scale production, since the market is expanding. Moreover, access to distribution channels is 

an important factor to take into account. Large investments in R&D, plant and equipment, 

are in general high in the growth stage. Other critical factors firms need to consider in order to 

be successful are; brand building, process innovation and fast product development (Grant, 

2010). The mortality rate for firms operating in industries in the growth stage is in general low 

(Agarwal, 2002). 

 

3.1.3 Mature stage 

The mature stage begins when the market reaches its full level of saturation, and the demand 

is wholly for replacement (Grant, 2010). It is common at this stage that the industry is 

dominated by a few large players (Agarwal et al., 2002). Moreover, products tend to become 

commoditised and established relationships with customers and suppliers have been achieved. 

Further, the industry is predictable and suppliers know what the industry needs, since the 

products offered are well-known (Klepper, 1997). In the mature stage of the ILC product 

differentiation and innovation characterises the strategies usually adopted by firms. 

Furthermore, R&D and marketing investments are generally lower than in the growth stage. 

However, to gain competitive advantage, the quest for efficiency is becoming more important. 

The key success factors in this stage include achieving cost efficiency through introducing 

scale economy (Grant, 2010). In the mature stage the mortality rate amongst the players tends 

to increase as compared with the previous stage. Firms entering an industry that is in the 

mature stage have less likelihood of surviving in the industry, than if entering an industry in 

one of the earlier stages (Agarwal, 2002). 
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3.1.4 Decline stage 

An industry enters the decline stage when the demand in the industry has become obsolete, 

due to that the industry is challenged by other firms producing technologically superior 

substitute products. Other factors that can trigger an industry decline can be changes in 

consumer preferences (Harrigan & Porter, 1983) or an economic recession (Latham, 2009). 

An industry in its decline stage is often characterised by little product innovation, excess 

capacity and fierce price competition. In the decline stage exports also tend to occur mostly 

from countries with low labour costs, and product differentiation tends to be unprofitable and 

difficult. The competition within the industry also becomes more concentrated with only a 

few players, as many companies leave the industry. However, it still happens that new actors 

enter the industry as it tends to be cheap to acquire other firms’ assets. Firms who are still left 

in the industry usually have a high average age of human resources and physical assets 

(Harrigan & Porter, 1983). 

 

How fierce the competition is in a declining industry often depends on how fast the industry 

collapses. If an industry faces rapid and unexpected changes, the more volatile the 

competitive environment gets. Another factor that influences the fierceness of competition is 

exit barriers. The higher the exit barriers are the less hospitable the competitive environment 

gets. How high exit barriers are depends for instance on how specialised a firm’s assets are to 

a specific industry. If a firm’s assets are closely connected to the specific industry, the greater 

is the need to sell them to a firm that has the intention to use them in the same way, which can 

be hard to find in a declining industry. In addition, the exit barriers can be connected to 

managerial resistance, as managers’ emotional ties and pride determinants if they are willing 

to leave the industry (Harrigan & Porter, 1983). 

 

According to Grant (2010), it is critical to implement strategic changes in this stage. However, 

the nature of the declining industry and strategy options available for firms are complex. 

Nevertheless, a declining industry does not necessarily result in failure for all firms (Harrigan 

& Porter, 1983). If an industry moves towards decline in a continuous flow of changes 

occurring, it enables firms to better prepare and plan for the future, than firms that suddenly is 

hit by unexpected and rapid industry changes (Taggart, 1995). When implementing strategic 

changes in the decline stage, the chosen strategy should consider the industry’s structure and 

demand characteristics. Moreover, it is appropriate to conduct a competitor analysis, 

evaluating their strengths and weaknesses (Harrigan, 1980). How a firm ultimately perceives 
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the future demand will influence what strategy they will adopt, whether the perception is 

correct or not (Harrigan & Porter, 1983). 

 

Pearce and Michael (1997) argue that the outlook for firms operating in a declining industry is 

much more positive for larger firms. They mean that larger firms have competitive advantages 

obtained from economies of scale and scope, as well as diversification when compared to 

SMEs. SMEs limited resources and their size make them especially vulnerable towards the 

negative changes that occur within a declining industry (Bumgardner et al., 2011). However, 

how competitive SMEs are in the declining industry depends on the conditions in that 

particular industry. SMEs often have the potential of competing more successfully in an 

industry that leaves room for specialisation. Moreover, a SME have a competitive advantage 

in an industry where customers require customised products and are willing to pay for their 

exclusivity (Schuler and Buehlmann, 2003).           

            

 3.2 End-game strategies 
Harrigan and Porter (1983) have identified four strategies for firms to undertake when the 

industry reaches the decline stage, which have become the conventional strategies for firms in 

declining industries. The strategies go under the collective name ‘end-game strategies’, and 

consists of leadership, niche, harvest and divestment. 

 

3.2.1 Leadership 

When a firm, or a small group of firms, within an industry has a significant percentage of the 

markets shares, it creates an oligopoly in the industry. This means that there are few market 

shares left for other actors in the industry to gain, putting them in a disadvantageous position. 

Moreover, this creates barriers for firms trying to enter the industry (Viardot, 2010). Trying to 

reach a leadership position within a declining industry includes attempts of achieving a 

market leadership position, and trying to be one of the few firms remaining in the industry 

(Harrigan and Porter, 1983). If a firm succeeds in becoming a leader it will have more control 

over the decline process and prevents that the competitive climate in the industry becomes 

volatile (Harrigan, 1980). According to Hellofs and Jacobson (1999), a firm will also benefit 

from becoming the market leader, since market leadership often is connected to which firm 

the consumer perceives has the best quality.  
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A leadership strategy can be pursued through different actions. One way for a firm to achieve 

leadership is to purchase competitors assets, or acquiring a whole firm (Harrigan, 1980). 

Acquisition targets are often less expensive during a decline, since the decline has made them 

weaker (Latham, 2009). According to Anand and Singh (1997), access to a competitors assets 

and combining these with the already existing assets within the own firm, have a positive 

impact on firm performance. Sometimes firms buy competitors for the sole purpose of retiring 

them, to avoid that other actors in the industry will acquire them and become a bigger threat 

in the declining industry. In addition, a firm can ensure that competitors leave the industry by 

for instance taking on aggressive price cutting and marketing actions. However, investing in a 

declining industry might be risky as assets can be frozen. A firm who wishes to undertake a 

leadership position within a declining industry benefits from starting early (Harrigan, 1980). 

Since a leadership strategy often includes acquisitions it puts smaller firms in a vulnerable 

position, as their limited financial resources often restricts them to pursue this kind of 

strategy. However, sometimes smaller firms see being acquired by larger firms as their way to 

survive the decline (Latham 2009).  

 

3.2.2 Niche 

In unprofitable and declining industries attractive niche segments with low competition can 

still be found (Grant, 2011). In a niche strategy a firm chooses a segment that is likely to be 

stable and not likely of other firms invading, and trying to gain a strong position within that 

segment. This strategy also involves divesting from other segments, which are prospected not 

to yield the same level of return (Harrigan and Porter, 1983). The strategy is most successful 

if the firm manages to approach attractive customer groups before the competitors have 

identified them (Harrigan, 1980). 

 

A niche strategy is generally considered to have a positive impact on firm performance (Noy, 

2009), and selecting the right segment can be an important determinant for different 

performances for firms operating in the same industry (Carroll and Swaminathan, 2000). 

Adopting a niche strategy enables a firm to subdivide the market down to the individual 

customer level. This further enables the firm to identify individual customer’s preferences and 

characteristics, and analyse how they can contribute to the firm’s sales performance (Grant, 

2011). However, Noy (2009) argues that a firm can only stay in a niche segment for a limited 

amount of time, and should always be ready for making additional strategic changes. This is 

though with the exception for firms who have monopolistic powers, such as a unique 
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protected product that cannot be replicated by competitors or replaced by substitute products. 

Noy (2009) means that a firm only can stay in the niche until it gets big enough to attract new 

entrants and large generalist competitors, who are powerful enough to overcome potential 

entry barriers. When the niche becomes invaded by other firms, the competitive climate will 

become fiercer and change the segments profitability.  According to Shama (1993) and Pearce 

& Michael (1997), SMEs tend to undertake niche strategies to a larger extent than larger 

corporations. Due to their flexibility, more opportunities often arise for smaller firms to tailor 

their products to specific niches and needs, thus being able to focus on a certain niche 

segment within the industry (Gilmore et al., 1999). Additionally, SMEs possess a unique 

competitive advantage in adopting niche strategies since they are often closer to the markets 

and their customers (Young and Shepherd 2005).  

 

3.2.3 Harvest 

A firm most commonly undertakes a harvesting strategy in a decline when the firm has not 

yet reached a critical level of sales deficit (Kotler, 1978), and when immediate exit from the 

industry is considered to be too disadvantageous (Harrigan, 1980). In addition, this strategy is 

chosen when the firm has a small market share, and other strategies that include attempts to 

capture residual market demand would be too costly (Kotler, 1978). A harvest strategy aims 

to boost margins with raising prices where it is possible, and cutting costs (Noailly et al., 

2003), without deviating too much from the firm’s original vision and goals (Seagroves, 

2005). When pursuing a harvest strategy a firm attempts to maximise cash flow from existing 

assets, while not making any new investments or R&D efforts (Harrigan and Porter, 1983). In 

general, firms undertaking a harvesting strategy do not want to alert attention, as it will put 

them in a vulnerable position against potential attacks from competitors. Two actions that 

have minimal visibility to competitors are reducing the R&D, and plant and equipment 

expenses (Kotler, 1978). Other common harvesting actions are to reduce number of models 

produced, reducing number of suppliers and eliminating small customers. Companies also 

often seek to reduce inventory (Harrigan and Porter, 1983). 

 

The harvest strategy is a risky alternative as it can be hard to keep employees motivated and 

preserve suppliers and customers trust (Harrigan and Porter, 1983). Customers will most 

likely lose trust in a company that reduces investment in R&D, which will reduce the value of 

the offer (Kotler, 1978). Ideally, firms that choose to harvest their business should have 

perfect information about the industry environment and future prospect (Noailly et al., 2003). 
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Without this, this strategy poses a risk for uncontrollable events to occur, which forces the 

firm to close down without having extracted the full value of their investments (Harrigan, 

1980). 

 

3.2.4 Divestment 

A divestment strategy is commonly adopted as a last resort. The firms adopting this strategy 

are in general the ones experiencing the highest sales deficits, and do not see any other way to 

deal with the decline. Divestment involves the undertaking of asset reduction by selling parts 

of the business. It can for instance include the sales of a whole business unit or a product line 

(Latham, 2009), which allows for liquidation of tied-up funds and yields return for investors 

(Schmidt et al., 2010). Divestment should be done in an early stage of the decline. It is critical 

to a firm adopting this strategy to not wait too long, since when the industry decline is well 

established it can be hard to find buyers. In some situations it can be wise to sell parts of the 

business even before the decline phase takes place, as potential buyers might not yet have 

predicted the industry decline (Harrigan and Porter, 1983), which will make the asset value 

higher (Harrigan, 1980). 

 

Divestment decisions are complex, and before making the decision to divest the business, the 

firm must consider how much profit they will gain for the divestment. In addition, factors like 

the company’s goals, visions and values, as well as company size and market environment 

must be considered (Schmidt et al., 2010). Another important factor to consider is contractual 

agreements. The firm might be tied to contracts with suppliers or other actors that cannot be 

immediately broken, which potentially forces the divestment process to be put on hold 

(Cumming and Macintosh, 2002). Adopting a divestment strategy can be risky, since the 

future industry climate can be hard to predict, and the predictions the firm has when making 

the decision to divest may be false. Therefore, careful considerations should be made before 

adopting a divestment strategy, as it potentially can have damaging effects on the firm 

(Latham, 2009). 

 

3.3 Competitive strategy  
The competitive strategy of firms refers to how the firms compete in a specific industry or 

market (Grant, 2010). There are two different theoretical foundations for research on the issue 

of drivers of competitiveness, ‘the school of industrial organisation’ (IO) and the ‘resource-

based view’ (RBV). The IO considers industry structure as the primary determinant of 
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competitiveness and firm profitability, while the RBV sees a firm’s resources as the 

foundation for firm strategy and competitiveness. The IO is primarily based on stable 

industries. However, this view is not adequate when formulating strategies in dynamic 

industries (Pehrsson, 2008). The decline stage of the ILC is a result of many changes that has 

occurred in the industry (Grant, 2010).  When formulating strategies in unstable environments 

it is more secure for firms to formulate their strategy from an internal perspective. In addition, 

firms that do this have a superior source for profit (Grant, 2010). Therefore, the RBV will be 

accounted for in this study. 

 

3.3.1 Resource based view 

The competitive advantages of firms are of great importance when facing environmental 

changes. Firms’ responses to these changes are largely dictated by the competitive advantages 

possessed by the firms (Latham, 2009). One way to analyse a firm’s competitive advantage is 

by using the RBV (Barney, 1986; 1991), which concerns the nature of firms and is a 

statement about how firms operate (Lockett et al., 2009). There are two principles on which 

this view is based, path dependency and heterogeneity (Lockett, 2005). This means that a firm 

consist of a historically determined collection of resources, which are linked to the firm 

(Wernerfelt, 1984). This also means that firms within an industry may have control over 

different strategic resources, thus firms can be heterogeneous (Barney, 1991). Resources can 

be defined as: “all assets, capabilities, organisational processes, firm attributes, information, 

firm knowledge, etc., controlled by a firm that enables the firm to conceive of and implement 

strategies that improve its efficiency and effectiveness” (Barney, 1991: 101). Firms must 

therefore look within the boundaries of the own corporation when formulating strategies. 

Those firms that are able to exploit resources have a greater chance of obtaining above normal 

returns (Barney, 1986). The performance of firms can therefore differ, due to different 

resource endowments (Lockett et al., 2009). Consequently, the RBV can be used to explain 

longstanding differences in firms’ profitability that cannot be explained by industry conditions 

(Peteraf, 1993; Barney and Peteraf, 2003). 

 

According to the RBV, sources of competitive advantages derive from the nature of a firm’s 

resources (Barney, 1991; Peteraf, 1993). By analysing a firm’s resources it is possible to 

explain to what extent a firm is able to sustain a position of competitive advantage (Lockett et 

al, 2009). The assumption within this view is that resources can be heterogeneous and that 

resources can be immobile between firms, meaning that they cannot be easily transferred to 
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another company, which results in long lasting heterogeneity. However, for firms to have 

sustainable competitive advantages the resources have to be valuable, rare, inimitable, and 

non-substitutable. These attributes can be seen as empirical indicators of the level of 

heterogeneity and immobility of the resources, and sequentially how useful they are for 

generating sustainable competitive advantages (Barney, 1991). A necessary condition for this 

perspective is that there have to be imperfections in the resource market if a position of 

competitive advantage is to be sustained (Lockett, 2005). 

 

Dynamic capabilities  

Some scholars within the RBV claim that a distinction should be made between static and 

dynamic resources (Lockett et al., 2009). Scholars that believe this distinction is necessary 

base it on the perception that it is needed to understand why and how certain firms are able to 

build competitive advantages in regimes of rapid change (Teece et al., 1997). From this, static 

resources can be considered as assets, which can be used over a finite life (Barney, 1986; 

1991; Peteraf, 1993), while dynamic resources reside in capabilities, which can generate 

additional opportunities over time (Collis, 1994; Teece et al., 1997). According to Teece et al. 

(1997: 515) dynamic refers to “the capacity to renew competences so as to achieve 

congruence with the changing business environment”. In addition, Teece et al. (1997: 515) 

define capabilities as “the key role of strategic management appropriately adapting, 

integrating, and reconfiguring internal and external organisational skills, resources, and 

functional competences to match the requirements of a changing environment”. Dynamic 

capabilities can consequently be seen as the drivers to the creation, evolution, and 

recombination of already existing resources to new sources of competitive advantages 

(Henderson and Cockburn, 1994). For multinational firms in business environments 

characterised by changes and turbulence, it is relevant to possess dynamic capabilities to 

achieve a competitive advantage over time (Teece, 2007). Thus, dynamic capabilities involve 

a modification of a firm’s operating routines in the pursuit of improved effectiveness (Zollo 

and Winter, 2002). 

 

There is increasing evidence that the performance of firms is affected by the dynamic 

capabilities (Zott, 2002), since they are the foundation for the creation and formation of the 

resource position of firms (Eisenhardt and Martin, 2000). These capabilities influence the 

capabilities, operational routines, and activities, which determinate firms’ product market 

position and in turn their performance. The differences in performance between firms arise 
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when resource positions are modified at different times. Hence, the time of change is of 

importance (Zott, 2002). In industries characterised by rapid change, differences in firm-

specific performance might reflect differences in their capabilities to manage novelty (Teece 

et al., 1997; Eisenhardt and Martin, 2000; Zollo and Winter, 2002; Winter, 2003; Macher and 

Mowery 2009).  In contrast, firms that continually rely on existing internally developed 

capabilities are extremely vulnerable under conditions of radical change (Duysters and de 

Man, 2003) 

 

3.3.2 Competitive advantage 

Firms can achieve a higher rate of profit over their competitors in two ways, either through 

producing an identical product at a lower cost, or by producing a product that is differentiated 

in a way that makes the customers willing to pay a premium price. These two types of 

competitive advantages will be presented in the following (Grant, 2010). 

 

Cost advantage 

Cost advantage is when a firm uses costs as its main competitive advantage, by striving to 

achieve as low costs as possible and offering products with lower prices than its competitors. 

When striving for a cost advantage, firms seek to lower costs at all levels of the firm (Latham, 

2009). Three main drivers of achieving low costs exist, which are: economies of scale, low 

overheads and low-cost inputs. Economies of scale are achieved by reducing the cost per 

produced unit, by producing a greater volume. Low-cost inputs refer to lowering the costs that 

are related to the production of a product, such as direct material and labour. Low overheads 

include reducing the indirect costs that not directly contribute to the end product. It can for 

instance be cost for administration, rent and insurance. Designing the technology and 

production in a way that prices can be kept low is also common when trying to offer low price 

products. When competing on costs the products produced are often designed in a way to 

keep production costs low, rather than adjusting production to suit the products (Grant, 2010). 

 

According to Grant (2010), cost advantage has over history been seen as the primary basis for 

competitive advantage in an industry. Further, he argues that decreasing costs is especially 

important in order to stay profitable for a firm competing in a declining industry, since the 

demand in declining industries decreases. Some firms also use a cost strategy in a declining 

industry to encourage marginal competitors to leave the industry faster (Harrigan and Porter, 

1983). However, it is also argued that competing with low costs is not always the most 
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profitable source of competitiveness (Castellano and Young, 2003). Hibbets et al. (2003) 

argue that producing products in this way often is at the expense of quality and functionality. 

In addition, the authors argue that emphasising a cost advantage also hinders creativity and 

innovation. According to Shama (1993) and Pearce & Michael (1997), it is mostly bigger 

firms who adopt a cost strategy, especially in regards to economies of scale (Ghemawat, 

1986).  

 

Differentiation 

According to Sharp and Dawes (2001:755) differentiation is when “a firm/brand outperforms 

rival brands in the provision of a feature(s) such that it faces reduced sensitivity for other 

features (or one feature), through not having to provide these other features the firm has an 

avenue to save costs. The firm benefit from the reduced sensitivity in terms of reduced 

directness of competition allowing it to capture a greater degree of exchanged value”. Hence, 

a differentiation strategy can be seen as a set of integrated actions taken to produce products 

that customers perceive as being different in ways that are important for them 

(Terratansirikool et al., 2013). A differentiated firm then provides something unique that 

customers find valuable and goes beyond just offering a low price (Porter, 1985). Firms with 

product differentiation have therefore the ability to distinguish themselves against other 

competitors (Kanioviski, 2005). However, when the industry trend is going towards 

commoditisation, it narrows the possibility for firms to differentiate due to reduced 

willingness among customers to pay a premium price for differentiation. On the other hand, it 

can be particularly attractive in these circumstances to attain a distance to the rigors of price 

competition, since high profitability often is associated with differentiation (Grant, 2010). For 

instance, researchers have found that firms that choose to differentiate are able to outperform 

their competitors (Terratansirikool et al., 2013). Additionally, research has shown that 

differentiation can be especially beneficial for SMEs (Pelham, 2000; Bumgardner et al., 

2011), since it has greater impact on their profits than a cost-leadership strategy would have. 

According to Bumgardner et al. (2011), a differentiation strategy is valuable for SMEs in a 

declining industry due to their more flexible nature. 

 

3.4 International activities  
The degree of internationalisation (DOI) of a firm is partly based on the scale and the scope of 

the firm’s international activities (Hilmersson, 2013). In addition, it includes the degree of 

commitment a firm has to its international markets (Johanson and Vahlne, 1977). According 
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to Abdi (2010), theory regarding DOI and its relation to firm performance is grounded in the 

comparison of the benefits and costs associated at each level of internationalisation. The 

concept of internationalisation refers to a firm’s activities to increasingly bring foreign 

operations within the boundaries of the firm (Hitt et al., 1997). 

 

3.4.1 Scale and scope of internationalisation 

The scale of internationalisation refers to the degree of dependency a firm has on its foreign 

activities, meaning that a firm with a higher degree of internationalisation is less dependent on 

the home market, than a firm with a lower degree of internationalisation (Hilmersson, 2013). 

The higher involvement a firm has in international activities enables it to exploit its tangible 

and intangible resources over a greater number of markets, and thereby increase performance 

(Hymer, 1976). Hence, a firm with a larger scale have better opportunities to reach new 

countries where it would be able serve and exploit similar market niches, which could 

contribute to the firm’s sales growth and economies of scale (Luostarinen, 1980). Firms with 

international sales have an established international infrastructure, which allows them to 

respond quickly to unanticipated negative changes occurring in domestic and international 

markets. This can be done since the firms then can shift their sales from less beneficial 

markets to more beneficial markets (Roberts and Tybout, 1997). The advantages associated 

with an increased scale of international activities is claimed to have a greater profitability 

effect on SMEs than on larger corporations, thus being more important for SMEs (Louth and 

Parks, 2002) 

 

The scope of internationalisation refers to the geographic spread of firms, that is the number 

of markets a firm has entered (Lu and Beamish, 2001; 2004). Researchers have different 

opinions about whether or not international diversification is a source for better performance 

(Eden et al., 2003; Contractor et al., 2007; Abdi, 2010). However, lately the international 

diversification-performance relationship has been described as an ‘S’ –shaped curve (Hitt et 

al., 1994; Gomes and Ramaswamy, 1999; Contractor et al., 2003; Lu and Beamish, 2004). 

This model has become the general model used in international business (Eden et al., 2003; 

Glaum and Oesterle, 2007). The model represents three stages with different levels of 

diversification and performance. In the first stage, there is a negative slope, caused by the 

firm’s expansion into new and unfamiliar foreign markets, where costs of internationalisation 

will be larger than the benefits. The second stage has a positive slope, since the firm is able to 
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benefit from the market scope. In the third, and final stage, there is again a negative slope. 

This is caused by an over-expansion of the firm (Contractor et al., 2003).  

 

The costs that arise for international diversified firms are fixed costs that increase in relation 

to the larger scope (Cuervo-Cazurra et al., 2007). These fixed costs arise from; knowledge 

acquiring, development of cross boarder business capabilities, and the establishing of 

legitimacy in the foreign market. Additionally, costs increases due to coordination difficulties 

of geographically spread units (Hitt et al., 1997), information asymmetry and transaction costs 

(Denis et al., 2002). However, international diversification is still seen as a significant 

strategic option for SMEs to undertake when aiming for growth (Lu and Beamish, 2001). 

Even though it might be expensive for SMEs to engage in international diversification, the 

benefits associated with it should not be neglected (Pangarkar, 2008), since an international 

scope can to a certain point increase performance (Kim et al., 1989). Through entering new 

markets, firms are able to broaden their customer base and thereby achieve more sales (Zahra 

et al., 2000). Furthermore, a geographic spread makes it possible for firms to reduce 

fluctuations in revenues (Kim et al., 1993) by spreading their investment risks over different 

markets (Kim et al., 1993; Tallman and Li, 1996). The diversity also makes it possible for 

higher returns on firms’ intangible resources (Buckley, 1988; Tallman and Li, 1996). 

 

3.4.2 Commitment to international markets 

Market commitment relates to the amount of resources a firm has tied to an international 

market (Johanson and Vahlne, 1977). The more resources that are tied to a specific market, 

the more restricted the firm becomes (Lamb and Liesch, 2002). However, even if market 

commitment most often is thought of in terms of resources, it is important to bear in mind that 

market commitment also can include attitudinal and psychological components (Gundlach et 

al., 1995), as well as managers intentions and relationships between firms (Bonaccorsi, 1992) 

Moreover, a firm with more resources committed to a specific market is considered to be 

established in that market to a higher degree. Market commitment has two dimensions, the 

amount of resources committed and the degree of irreversibility of these resources. The 

amount of resources committed refers to the size of the investment that has been made in the 

market. However, the degree of irreversibility the resource investment has depends on the 

type of resource. If the resources are strongly linked to a specific product or market, it can be 

difficult to use them for other purposes, thus making them irreversible (Johanson & Vahlne, 

1977).   
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There are different types of entry modes which entail different degree of market commitment; 

export modes, hierarchical modes and intermediate modes (Hollensen, 2011). An export mode 

is when a firm produces its products domestically, and either directly or indirectly transports 

the products to the foreign host market. Export modes are characterized by a low degree of 

commitment and are associated with low risk and high flexibility. Examples of export modes 

are, amongst others, an agent or distributor. When using a hierarchical mode, the firm owns 

and controls the foreign market organisation, by for instance setting up a fully owned 

subsidiary in the foreign market. These types of entry modes include a high degree of 

commitment and require a big capital investment (Hill, 2005). Therefore, it is commonly 

argued that hierarchical modes are more suitable for larger corprations, since SMEs often 

have limited financial resources (Cumberland, 2006; Carazo and Lumiste, 2010; Hollensen, 

2011). When using an intermediate mode, a firm enters into contractual arrangements with a 

local partner and involves shared risk and control. This can for instance be creating a joint 

venture with a foreign partner (Hollensen, 2011). 

 

The entering of new markets partly depends on firms’ international experience. A firm that 

has limited prior experience in international activities are more reluctant and perceives it as a 

higher risk to enter new markets (Eriksson and Chetty, 2003). What size and what type of 

resources a firm chooses to commit to a certain market also depends on the characteristics of 

that specific market (Luo, 2002). Moreover, resource commitment is also of strategic nature. 

Therefore, commitment decisions can be made depending on what strategy a firm undertakes 

in that specific market (Boddewyn, 1983). Luo (2002) argues that firms tend to be reluctant to 

devote a big amount of resources to a market that is characterised by high uncertainty. The 

more stable a firm considers a market to be, the higher resource investment the firm is willing 

to make in that market. Moreover, a firm’s choice of entry mode, and thereby the degree of 

commitment to an international market, often depend on the perceived psychic distance that 

exists between the home and the international market. A firm that experiences a high psychic 

distance to a market is more reluctant to commit a large amount of resources to that market 

(Johanson and Vahlne, 1977).  

 

Farrelly and Quester (2003) and Dyhr Ulrich et al. (2012), state that choosing an entry mode 

with a high commitment to a foreign market results in higher sales performance for the firm. 

It is therefore important for firms to realise that the choice of commitment to the foreign 
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market always involves trade-offs. Choosing an entry mode with high commitment can 

increase the profitability. However, it can be at the expense of flexibility. An entry mode with 

low commitment is on the other hand frequently at expense of profitability. However, it 

moderates the risk and increases flexibility (Ekeledo and Sivakumar, 2004; Musso & 

Francioni, 2012). Nevertheless, according to Broll (1999), commitments to international 

markets, even if it is high or low, still provides benefits to the firm under conditions of 

environmental changes. 

                                                                                     

3.5 Theoretical synthesis 
Each stage of the ILC entails very different contexts for firms to operate in. When an industry 

enters decline it results in a need for firms to adjust their organisation to fit to the changed 

environmental conditions. Since the characteristics of the decline stage differs substantially 

from the other stages of the ILC, it is vital for firms to find new ways to increase their 

performance (Harrigan and Porter, 1983; Grant, 2010). In the developed model, which is 

presented below, three ways for SMEs to increase their performance have been identified. 

These are; choosing an appropriate end-game strategy, deciding which competitive strategy to 

adopt and assessing how international activities impact on the performance. 

 

A declining industry results in a need for strategic changes, and the strategy options available 

are often complex (Grant, 2010). When faced with a decline SMEs are considered being 

especially vulnerable due to their limited size and resources (Bumgardner et al., 2011). What 

strategy that a firm chooses to adopt in a declining industry is largely dictated by how the firm 

perceives future demand (Harrigan and Porter, 1983). Thus, what strategy SMEs adopt in the 

declining industry ultimately depends on the demand conditions in their particular industry. 

However, in general, SMEs have most potential when adopting a strategy that leaves room for 

specialisation. Harrigan and Porter (1983) have developed four end-game strategies, which 

are seen as the conventional strategies for firms to adopt in a declining industry. The 

strategies have been identified through research on larger corporation’s strategic actions when 

faced with a declining industry. The four strategies are; leadership, niche, harvest and 

divestment.  

 

SMEs tend to undertake niche strategies to a larger extent than larger corporations. Due to 

their flexibility, more opportunities often arise for smaller firms to tailor their products to 
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specific niches and needs, thus being able to focus on a certain niche segment within the 

industry (Schuler and Buehlmann, 2003). Additionally, SMEs possess a unique competitive 

advantage in adopting niche strategies, since they are often closer to the markets and their 

customers. A leadership strategy has the aim of becoming the industry leader. When aiming 

for a leadership position, firms might undertake aggressive price cutting strategies, they can 

acquire firms’ assets or whole firms (Harrigan and Porter, 1983). However, due to this, 

smaller firms are put in a vulnerable position, as their limited financial resources often restrict 

them to undertake these types of actions (Latham, 2009). When pursuing a harvest strategy a 

firm attempts to maximise cash flow from existing assets, while not making any new 

investments or R&D efforts. This strategy is chosen when the firm has a small market share, 

and other strategies that include attempts to capture residual market demand would be too 

costly. Divestment strategy is complex, and involves the undertaking of asset reduction by 

selling parts of the business. A firm adopting this strategy must beforehand make careful 

considerations regarding the company’s goals, visions and values, as well as company size 

and market environment, since it can have damaging effects on the firm (Harrigan and Porter, 

1983). Harrigan and Porter’s research regarding strategies in declining industries was, as 

mentioned, conducted on larger corporations. It does not consider if they are appropriate for 

SMEs and to what extent these conventional strategies are pursued by SMEs. However, it 

seems like SMEs commonly undertake a niche strategy. Including these strategies in the 

theoretical framework will help to understand how suitable the end-game strategies are for 

SMEs in a declining industry.  

 

In a declining industry the climate drastically changes. According to the RBV, how a firm 

responds to environmental changes is largely dictated by the resources and capabilities that 

exists within the firm. Since resources are the basis for competitive advantage, the RBV can 

help to understand how SMEs choose to compete in a declining industry. When adjusting to 

the declining industry context a firm needs to adjust their competences and reconfigure their 

resources to achieve congruence with the changed environment. Based on resources and 

capabilities firms choose to compete either with differentiation or low price (Barney, 1991). 

In a declining industry products have become commoditised and price competition is often 

fierce. This has resulted in that it is commonly argued that a differentiation advantage is 

difficult to sustain in a declining industry, since peoples willingness to pay a premium price 

for commoditised products are low. However, it is mostly bigger firms who adopt a cost 

strategy, especially in regards to economies of scale (Grant, 2010). In addition, it is argued 
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that differentiation leads to higher profitability than a cost advantage, and that differentiation 

can be especially beneficial for SMEs, since it has greater impact on their profits. This 

suggests that SMEs more commonly compete with differentiation. 

 

International activities have been included in the developed model as a way for SMEs to 

increase their performance in a declining industry. This is based on that theory has shown that 

firms who operates in an industry that is declining in the domestic market, benefits from 

international activities, since it decreases the dependency the firm has on its domestic market 

(Hilmersson, 2013). It is also argued that spreading activities to a greater number of markets 

is an important strategic option for SMEs, and has a positive impact on firm performance 

(Kim et al., 1989; Pangarkar, 2008). International activities enables firms to quicker respond 

to negative situations occurring in the industry, since they then can shift their sales from less 

beneficial markets to more beneficial markets (Kim et al., 1993). When the industry reaches 

the decline stage, the demand is lower than in previous stages and it is important for firms to 

capture residual market demand. One way for firms to access a wider customer base is to 

increase the scope of their international activities (Grant, 2010). Since the industry can be in 

different stages of the ILC in different countries, firms can benefit from entering new markets 

where the demand is higher. Theory also shows that an entry mode with higher commitment 

is associated with higher performance (Dyhr Ulrich et al., 2011). However, managing 

international activities and entering new markets is associated with costs. The higher degree 

of commitment a firm has to its international markets and the larger number of markets it is 

active in, increases the costs a firm has connected to their international activities (Hollensen, 

2011). How international activities impact on SMEs performance is dependent on whether or 

not they believe that the benefits of international activities exceeds the costs of them. 
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Figure 2: Model of SMEs performance in declining industries

  



EMPIRICAL FINDINGS 

40 
 

4. Empirical findings 
 
 

 

In this chapter follows a presentation of the empirical findings. The data has been collected 

through conducting interviews at each case company. When presenting the data, the findings 

from each company will be presented one company at the time. Furthermore, the data is 

sorted under headings, which are in line with the three sub questions and the theoretical 

framework. 

 

 

4.1 The glass industry 
The glass industry is currently experiencing a severe crisis and has done so for quite some 

time (Sjöshult, 2012). Ever since the 1990’s the industry has been declining rapidly, and the 

demand for hand blown glass pieces has decreased. The decreasing demand has caused some 

actors having to fully shut down or downsize their plants (New Wave Group, 2011), and the 

industry has undergone drastic structural changes as many firms also have been acquired or 

merged (Länsstyrelsen, 2012). The industry decline has become even more drastic after the 

financial crisis in 2008 (New Wave Group, 2011). The economic turbulence in Europe, due to 

the Euro crisis, is also a major contributor to the industry’s low profitability. The economic 

situation has made it difficult to predict the industry’s future state (Svenska Dagbladet, 2012). 

 

It can be noted that the industry has been highly affected by the changes that has been 

occurring in the society and business environment worldwide. The major driver for when the 

industry first started to decline was connected to changes in customers’ preferences 

(Länsstyrelsen, 2012). Customers have increasingly changed their purchasing decisions and 

the interest of spending money on a hand blown glass item has significantly been reduced.  In 

connection to the developments in technology, consumers have started to prefer spending 

their money on technological products instead. It has also become more uncommon to give 

glass items as gifts or collect them, which previously was very popular (Sjöshult, 2012). 

 

4.1.1 Mats Jonasson Målerås 

Mats Jonasson Målerås (MJM) is a Swedish glass work founded in 1890. The company is 

located in Målerås, Southern Sweden and has 50 employees. MJM produces and sells 

exclusive hand blown glass pieces. All of their production is located in Målerås, and the 
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company puts a lot of emphasis on having a wholly Swedish production, which stand for a 

large part of their brand value. They operate in four different segments, which include; art 

glass, jewellery, glassware and decorative glass items for headstones. The company’s main 

target group is tourists, both domestically and abroad. Our interview person at MJM was Eva-

Marie Hagström who is the company’s CEO. She has been working at MJM since august 

2012. She has long experience of working in the glass industry, as she has spent more than 

seven years working for different companies in the glass industry. 

 

End-game strategy 

Traditionally MJM’s main focus has been to produce hand blown glassware. However, during 

recent years, the customer’s preferences have started to change and the demand for glassware 

has started to decrease. Mrs Hagström says that this has been one of the main contributors to 

the bad impact the industry decline has had on many companies in the glass industry, as many 

of them have been operating in the glassware segment. According to Mrs Hagström, the 

traditional glassware trade that before was huge in Sweden is today more or less non-existent.  

 

The shift in customers’ preferences has resulted in a need for MJM to broaden their product 

range and they have started to produce different types of products. Mrs Hagström explains 

that it is crucial for MJM to keep up to date about what goes on in the industry’s external 

environment to be able to respond to the changes that occurs. Without listening to the 

environment and the customers they would no longer be able to operate in the industry.  

 

“The market is constantly changing, and we have to listen to the customers’ needs and develop together with 

them. They are the ones that determinants what works or not” (Hagström, 2013). 

 

Therefore, MJM puts a lot of emphasis on staying informed about their surrounding 

environment. Mrs Hagström says that they have regular meetings where they discuss and 

decide on how they further can develop their strategy and products. Mrs Hagström explains 

that one reason for why they are successful in responding to environmental changes is due to 

their flexible production, where they can adjust the production to what will be produced. Mrs 

Hagström is although careful to point out that it is not only the production that needs to be 

flexible, for MJM it is vital that their whole organisation is flexible and that it determinants 

how they can handle the demand fluctuations. 
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As mentioned, MJM is continuously working with strategic improvements, and it is vital for 

them to adjust the strategy to fit with the market conditions. Since the industry started to 

decline, MJM has re-evaluated their product portfolio, and has chosen to shift their focus from 

the glassware segment. Instead they have chosen to focus more on the art glass segment, 

where they have noted an increasing demand.  Mrs Hagström says that the sales of art glass 

have grown, and the company is selling more of that than they did before. In addition, Mrs 

Hagström says that the niche they have developed is quite narrow, which enables them to 

compete in a segment where there are few competitors. She adds that MJM prefers to 

concentrate on one niche, since they do not find it desirable to sell everything to everybody. 

Further, she explains that MJM has the possibility to gain a stronger position and are more 

successful when operating in one niche than they would if they were active in many different 

segments.  

 

The competition within the glass industry has become fiercer due to the decline. Mrs 

Hagström expresses that it would be an option for MJM to acquire a competitor to decrease 

their vulnerability towards the competitors. However, she further explains that it might be 

hard to find a company to acquire, since they then would want to buy a company that sells 

very similar products to what they do. This is something that she does not believe would be 

easy to find, since they operate in such a narrow niche. She also expresses that they would 

rather acquire a competitor than to sell any part of their company. Mrs Hagström says that she 

does not believe that it would have a positive impact on their performance if they were to 

become smaller. 

 

Competitive strategy 

According to Mrs Hagström, the competition in the glass industry has become much fiercer 

since the industry started to decline. The competition has increased especially from companies 

in low cost countries, who are offering cheaper products. This has contributed to that it has 

become important for MJM to differentiate themselves and produce products that have the 

design and quality that low cost countries may have a hard time producing, and that are hard 

to copy. Furthermore, Mrs Hagström explains that today MJM is not only competing with 

other glass companies. MJM’s products have traditionally been purchased with the purpose of 

being a gift. However, since the customer’s decreased interest in purchasing glass pieces to 

give away as gifts, the company is also competing with other products. Mrs Hagströms 



EMPIRICAL FINDINGS 

43 
 

exemplifies with that the competition they face today can be found all the way from other 

glass products to a skydiving experience. 

 

According to Mrs Hagström, MJM’s main strength is that they have found a unique way to 

design their products. By having identified a unique design it has enabled customers to more 

easily recognise a glass piece from MJM, and made the company stand out from the 

competition. In addition to the unique attributes of their products, she says that their ability to 

customise products and their flexible production also is amongst their main strengths. Due to 

their flexible production, MJM has gotten inquiries from other glass works to produce 

products for them since the industry has started to decline.  Further she points out that the 

most important resource for the company is its staff. Mrs Hagström says that without their 

competence it would be harder to offer the type of products that they are today. In addition, 

without their talented staff they would not have been able to find their unique design. 

 

MJM has always been offering premium quality products, and this is nothing they have 

changed due to the industry decline. Mrs Hagström says that in order for them to compete 

successfully with such products, it is vital for them to communicate to the customer the 

handcraft and time the lays behind the production process. Sometimes 15 people can be 

involved in the production of just one item. She goes on explaining that customers need to 

understand that due to this they need to have a high price on their products. However, so far 

the customers are willing to pay and MJM has not experienced any problems with their high 

prices. Therefore, they do not see any need for cutting the prices on their products. However, 

Mrs Hagström says that some bigger competitors has chosen another approach, and have 

started to deviate from offering premium quality products. She explains that their biggest 

competitor has decided to outsource their production to be able to offer their products to lower 

prices. However, this is not anything MJM believes will be the best way to compete in the 

long run.  

 

International activities 

MJM exports 35 % of their products and is active in 35 different countries worldwide. The 

main export markets are the Czech Republic, China and USA, where the biggest one is the 

Czech Republic. In their international markets, MJM mostly sells business-to-business, where 

stores purchases and sell the products to the end customer. MJM’s main goal with their 
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international activities is that they want to be present wherever their customers are. As 

mentioned, MJM’s main target group is tourists. Therefore, MJM has strategically located 

themselves in places that are visited by many tourists. Mrs Hagström explains that for 

instance in the Czech Republic, which is their biggest market, they do not sell their products 

to Czechs. They mainly sell to tourists visiting Prague. Mrs Hagström further explains that 

MJM’s products are the most popular among Russians and Chinese. China is a market where 

MJM sees lots of potential and their products can be found in ten stores around China. Even if 

MJM’s main target group is tourists, Mrs Hagström says that it also is important that people 

can find their products when they are in their home country. 

 

According to Mrs Hagström, the demand for MJM’s products is slightly higher abroad. In 

their international markets they also sell more of the products that no longer the Swedish 

customers are demanding. Since the Swedish glass industry started to decline the export has 

become more important, and the export sales has increased. Mrs Hagström says that the most 

interesting aspect of the increased export sales is that they have managed to increase their 

sales in Europe, while many of their competitors’ struggles in the European market at the 

moment due to the economic uncertainties. She explains that if MJM succeeds to identify the 

places where a lot of tourists visit, they will be able to increase their sales in every country. 

The markets where sales have increased the most since the decline is the Czech Republic, 

Norway and England. Mrs Hagström thinks that the main reason for increasing the sales in 

Norway and the Czech Republic is because those countries have become more popular for 

tourists than they previously were. In England they increased their sales mostly due to that 

they changed agent. In the USA, MJM also recently ended their agreement with their current 

agent, and is in the process of entering an agreement with a new one. Due to this, MJM is 

quite certain that the sales also will increase in the USA. In addition to using an agent in the 

USA, MJM also owns their own warehouse. Mrs Hagström points out that the efficiency of 

the entry mode chosen in each foreign market highly impacts on the sales performance 

achieved. When entering new markets the most common entry mode MJM uses is an agent, 

which also is the entry mode they would use if entering a new market today. It is only in the 

USA where they have own units. However, Mrs Hagström states that they prefer to use agents 

and they do not aspire to establish any more sales units abroad since they consider it being too 

costly. 
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Mrs Hagström says that MJM values to have a global spread of their sales, since it reduces 

vulnerability to demand fluctuations. Furthermore, she says that they always are open to enter 

new markets, and thinks that being active in even more international markets would have a 

positive impact on their performance. Although, she expresses a hesitance to entering markets 

that are highly protected and has restrictive trade laws, which would complicate the sales. An 

example of such a market where MJM currently operates in is Iran. She explains that Iran is a 

very complicated market to export to, and it affects how much they are able to sell in the 

market. She states that it is important to enter markets where they know they will have 

potential to reach a sufficient sales level. If knowing that a new market has potential, Mrs 

Hagström says that the benefits of entering new markets and managing international activities 

exceed the costs of it.   

 

4.1.2 Skruf 

Skruf AB (Skruf) is a producer of crystal glassware and is located in Skruv, Southern Sweden. 

The company has seven employees and the CEO is Mr Elm, who took over the company in 

2006 after the previous owners had filed for bankruptcy. Mr Elm is also our interview person. 

Skruf blow their own glass in their facility in Skruv and puts a lot of emphasis on its wholly 

Swedish production, which is of great importance for the company. Skruf mainly sells its 

products to stores that distribute the products to the end customer. The biggest distributors are 

Svenskt Tenn, Nordiska Kompaniet and Nårgavel. However, sales also occur directly to the 

end customer through the company’s own store, located in connection to the production site, 

and via the company’s webpage.   

 

End-game Strategy 

According to Mr Elm it is important for Skruf to try to adapt to the market. The company 

continuously tries to implement new adaptions, even if the adaptations often are small. 

 
“We always try to come with something new but it is difficult for us to do larger changes. Most of the time it is 

the financial part that makes it difficult” (Elm, 2013). 

 

Mr Elm explains that in 2006, when he took over the company, he invested a lot in marketing 

to increase the awareness of the company. Today they have cut down on their marketing 

activities and do not spend as much money on it. However, Skruf still sees a point to invest in 

the company. Recently the company made a larger investment when they bought a new oven 
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for the production. Mr Elm also explains that when he came to Skruf he emphasised that the 

core of the company should be glassware, and he did not want to focus on the art glass 

segment where the pieces are sold for thousands of Swedish crowns. Mr Elm explains that the 

company previously was active in other segments within the glass industry. However, these 

segments were abandoned in order to have a sole focus on glassware. According to Mr Elm, 

the company should not try to produce other products that are outside the company’s core 

focus, since it might destroy the brand. 

 

Mr Elm does not see divesting parts of the company as an option for Skruf to deal with the 

declining industry, since he believes that the company is too small for this. He does not either 

believe that acquiring other companies to decrease the number of competitors is an option for 

Skruf. This has been done earlier in the company’s history, which resulted in the bankruptcy 

in 2006. It is mostly the financial situation that prevents this strategy to be used. However, Mr 

Elm also explains that there are not that many companies to acquire. 

 

Competitive strategy 

As mentioned, Skruf produces crystal glassware. The company has a broad range of products 

within their different collections, where different types of glasses, carafes, vases, bowls etc. 

can be found. Mr Elm sees the company’s ability to produce a broad range of products as an 

important part of their competitiveness. The fact that the company can produce everything in 

regards to glassware is something that Mr Elm believes is a strength that will last into the 

future. In addition, Mr Elm sees this ability as important, since it allows the company to be 

flexible in what they produce. The flexibility is also something that Mr Elm considers to be a 

strength of the company. The company can easily switch the production from one product to 

another, which according to Mr Elm is an advantage compared to bigger competitors. 

 

Everything that is sold by Skruf has been produced in Sweden and the company has a strong 

belief in the Swedish glass. Skruf is not interested in moving the production abroad, instead 

they strongly believe in the benefits of having a wholly Swedish production. The company 

has been asked to move the production abroad but have turned down these requests, since the 

company sees their location in Sweden as part of their competitiveness. 
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“I have received request about moving some of the products abroad in order to earn more money, but I have 

said firmly no to this. As long as I am in charge, everything will be produced here and if it is not, then I will 

quit.” (Elm, 2013). 

 

According to Mr Elm, many of the glass producers in Sweden have started to import their 

glass or produce their products abroad. With this trend Mr Elm believes that Skruf can take 

advantage of the demand from customers who values a Swedish production, which Mr Elm 

still believes exists.  

 

Mr Elm explains that when selling products that are handmade and produced in Sweden, they 

have to have a slightly higher price than their competitors who either import their glass or 

machine produce it. However, Mr Elm believes that people are still willing to pay a higher 

price for the company’s products, but he is also aware that there are customers that are only 

interested in low prices. However, Mr Elm explains that their products are mostly sold in 

Stockholm and in more exclusive stores, meaning that customers entering these types of 

stores have money to spend on higher quality products. 

 

International activities 

Skruf mainly sells their products in the Swedish market, but they have an export of about 5 %. 

This number was larger in the end of the 20th century, but since the 21th century most of the 

sales have been domestic. The biggest market outside of Sweden is Japan, followed by the 

USA.  In addition, Skruf has some occasional customers in Germany and France. Lately Mr 

Elm has seen an increasing demand from England as well, where they earlier did not have any 

demand. When they export, Skruf both sells their products directly to the end customers and 

via stores in the country. When selling to stores, the company uses an agent to manage the 

sales in the international market. Mr Elm explains that Skruf sells better when using an agent 

than selling via the webpage, since the company’s webpage is not that well known. The 

significance of the company’s export is, according to Mr Elm, similar as to before the industry 

reached the decline stage. Mr Elm argues that since their export is so low he do not care that 

much about these markets. Skruf has not either increased their commitment to any of their 

markets due to restricted resources. 
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The limited resources are also a reason to why Skruf do not sees it as possible to increase the 

number of markets in which they are active in. However, Mr Elm believes that an increased 

scope of markets would be beneficial if they had the resources. The scope is, to a certain 

extent, important and Mr Elm thinks it would be beneficial to have more sales to other 

countries. Mr Elm also explains that the company is very dependent on the domestic market 

and that Skruf would suffer a lot if the demand for their products were to decrease more in 

Sweden. 

 

4.2 The sawmill industry 
The sawmill industry is currently experiencing the most severe situation in 40 years 

(Axelsson, 2012; Edholm, 2012). The main reason behind this is the financial situation in 

Europe, which has a great negative effect on companies operating in the Swedish sawmill 

industry, since 75% of the total production is exported. Due to the economic crisis in Europe, 

many of the European countries have cut back on the construction of new buildings. Since the 

construction industry is the most important customer to the sawmill industry this have had a 

huge effect on the sales (Axelsson, 2012). In addition, the exchange rate for the Swedish 

krona is high, which lowers demand and creates a price pressure from foreign competitors 

(Edholm, 2012). The industry is also suffering due to the increased prices for raw material, 

which has drastically increased the costs for the sawmill companies (Skogsindustrierna, 

2012). 

 

A great number of companies in the earlier strong sawmill industry have filed for bankruptcy 

and the majority has been forced to implement layoffs. Many estimate that the negative trend 

in the industry will continue and at the moment it is difficult to see any improvement in the 

near future. In addition, industry analysts estimate that the bankruptcies will continue 

(Axelsson, 2012). However, there are some cautiously optimistic signs. The demand from 

some emerging markets is still growing and the USA has increased their construction of new 

buildings (Skogsindustrierna, 2012). 

 

4.2.1 Vida Wood 

Vida Wood AB (Vida) is a sawmill who cuts and impregnates structural timber, which is sold 

to customers worldwide. The company was founded in 1954 and is located in Alvesta, 

Southern Sweden. Vida employs around 50 people. However, the company is a part of the 

bigger group Vida AB, which consists of four different companies. Vida has three main 
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segments in which they operate. These are: building materials, house manufacturing and 

packaging, where house manufacturing is their main segment. Our interview person at Vida 

was Måns Johansson who is the company's CEO and handles everything from sales to 

logistics. 

 

End-game Strategy 

Normally, Vida is cautious when it comes to making strategic changes and only does it when 

the external environment really demands it. Mr Johansson says that the company does not 

want to change their strategy too often, since strategic changes can be complicated. He instead 

believes that it is more important for Vida to show the customers that they are consistent. 

However, according to Mr Johansson, Vida has undergone strategic improvements ever since 

the industry started to decline. He further explains that they now have made changes and 

decision that they probably should have done a long time ago. He says that the industry 

decline has forced them into making changes. 

 

“An industry decline is never fun to deal with. However, what a decline does is that it forces you to get better at 

what you do.” (Johansson, 2013). 

 

As mentioned, Vida operates in three different segments where the house manufacturing 

segment is the most important one. Within this segment Vida is specialists in making roof 

trusses, which are used as the foundation of the roof when building a house. According to Mr 

Johansson, to be able to specialise and work in a narrower segment has the most positive 

impact on the firm’s performance. He says that it would not be beneficial for Vida to broaden 

their segment range. He further says that the possibility to specialise on roof trusses have 

enabled them to take a larger market share of the house manufacturing segment. To have a 

larger portion of the market share is something he thinks is positive. However, in general 

achieving market leadership is not a goal Vida has. Mr Johansson explains that to become 

market leader in other segments they need to have a larger production. 

 

Mr Johansson emphasises how important it is for Vida to always make new investments and 

to actively work to grow and improve their performance. Therefore, acquiring a competitor is 

something that Vida is looking into. Mr Johansson believes that it would help to decrease the 

competition for the raw material if they were to buy a competitor. However, they have not yet 

found a suitable company to buy. 
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Competitive Strategy 

The competitive climate in the sawmill industry has become fiercer due to the industry 

decline. It is mostly the lack of raw material that is the main reason for the fierce competition. 

The lack of raw material has also resulted in overcapacity in the company’s production. Mr 

Johansson expresses that he believes that even if the industry has become more consolidated 

during the recent years, there are far too many companies left in the industry in order for the 

amount of raw material to be sufficient enough to supply every company in the industry. Mr 

Johansson says that in order for the competition to become less fierce, more companies need 

to exit the industry or alternatively, more need to merge. 

 

Mr Johansson says that the increased competition has not resulted in a need for Vida to lower 

the prices on their products. Vida has always offered high quality products and that is also 

what they have chosen to continue to serve the market with. However, Mr Johansson also says 

that when the industry is declining it has become increasingly important for the company to 

be more careful. For instance, he expresses that they have become more sensitive to costs and 

are putting more emphasis than before on making costs calculations. In addition, Vida has 

made some cost cuttings, such as laying off people and started to keep a more restrictive stock 

level. He although adds that these cost cutting measures has not been with the aim of lowering 

their prices. He explains that since the decline Vida has instead chosen to add even more 

value to their product offering in order to stand out from the competitors. However, Mr 

Johansson explains that it is hard to make the attributes of the products more unique, since the 

products in the industry are rather standardised. Nevertheless, Vida has successfully added 

value to their product offering by improving their service skills and added more service 

elements to the offer. Vida have established warehouses and distribution centres around the 

world, with the sole purpose of serving their customers. The added value has resulted in that 

Vida today sells their products to a price that is around 5 % higher than the competitors. This 

is although something that Mr Johansson does not see as a problem, since the customers 

largely appreciates the added service element to the product offering, and are willing to pay 

the price. 

 

According to Mr Johansson, Vida’s main strength is that they are not afraid to take risks. In 

addition, another strength that has proven to be very important since the industry decline is 

the company’s flexibility. Mr Johansson says that their flexibility has enabled them to respond 
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quickly to the changes in the industry environment. Further on, he says that the company’s 

most important resource is their staff. He says that without Vida’s competent staff they would 

not be able to run their operations the way that they do. He also adds that Vida puts a lot of 

emphasis on nurturing their staff and work actively on trying to keep them motivated. He 

thinks that a motivated staff will be the determining factor whether or not they will be able to 

keep their strengths in the future. 

 

International activities 

Around 80 % of Vida’s total sales are exports, and the company is active in around 20 - 30 

countries. Vida’s main export markets are Great Britain, Germany, Holland, the USA, Japan 

and China, where the biggest market is Great Britain. The sawmill industry is a highly global 

market and Vida has grown to become very dependent on their international markets and is 

always open to enter new ones: 

 

“Our international markets are crucial for our survival. We would not be able to do survive in the industry if 

only selling to our domestic market. The more markets we are active in, the more opportunities we have to 

increase our sales” (Johansson, 2013). 

 

Mr Johansson says that the importance of the company’s export markets have increased ever 

since the industry started to decline, and the company has increased the efforts in trying to 

locate new markets to enter. To enter new markets has become especially important since the 

current economic situation in Europe has had a negative effect on Vida’s sales to Europe. Mr 

Johansson explains that a large amount of Vida’s sales to Europe is to the building material 

industry. However, due to the economic turbulence, the building material industry is also 

suffering from a decline, which has affected Vida’s sales to the European markets. Vida’s 

sales in Spain, Italy and Portugal have more or less become non-existent. The only markets in 

Europe where the demand for Vida’s products still reaches a sufficient level are Germany and 

Poland. Since the industry started to decline Vida has started to export more to countries that 

previously have not been important markets for Vida. The company sells a lot more to 

countries outside of Europe than before. He explains that Vida emphasises the importance of 

listening to the external environment and aims to be present wherever the demand for their 

products exists. For instance, Asia and North America have risen in importance and Mr 

Johansson says that the demand for their products is increasing in those markets. Especially 

Japan has become an important market. Mr Johansson expresses that their flexible 
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organisation has enabled them to quickly shift their sales from the unbeneficial markets to 

markets where the demand for their products is higher. 

 

When first entering a market the initial entry mode Vida uses is mostly an agent, which also is 

the entry mode they would use if entering any new markets today. However, Mr Johansson 

explains that they in several markets have changed from agent to a sales unit, and today Vida 

has several sales offices all over the world. However, what entry mode that is used in a market 

also depends on the characteristics of that specific market. Mr Johansson says that in for 

instance China they have chosen not to set up a sales unit and only use and agent, since the 

market still is very new to Swedish wood products. However, in general Vida prefers not to 

use too many middle hands when doing business abroad. According to Mr Johansson, Vida 

prefers to be closer to the customers, which a sales unit enables them to be. Moreover, if the 

demand level is satisfactory, Vida prefers to use a sales unit. However, if the sales in a market 

are more of sporadic nature, Mr Johansson believes that an agent is the better choice. 

 

4.2.2 Eksjö Industri 

Eksjö Industri AB (Eksjö) is a sawmill with a broad product mix. The company saws the raw 

material, the wood, and process it. Eksjö is part of the group Eksjö Industrier AB, and has a 

sister company called Eksjöhus AB. Eksjöhus is a house manufacturer and an important 

customer to Eksjö. Eksjö’s biggest segments are house manufacturing and building materials. 

The company has 29 employees and the site manager is, since two years, Mr Magnusson. Mr 

Magnusson was also our interview person.  

 

End-game strategy 

Mr Magnusson explains that Eksjö’s main focus is on the house manufacturing segment, since 

they there can better exploit their strengths of processing and customising the products.  This 

has resulted in that Eksjö today are to a larger extent focusing on processing than on sawing. 

Mr Magnusson explains that they should only saw the raw material for the special products 

that the company produce. 

 
“If we can purchase the raw material and process it ourselves for less money than it would cost for us to saw the 

material, then we should only saw the raw material for the special products” (Magnusson, 2013). 
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Mr Magnusson believes that Eksjö has to become even better on taking care of the wood 

products internally, meaning that the company should do even more processing of the raw 

material in-house. Mr Magnusson explains that it is better if Eksjö performs the different 

cuttings for the customer’s products before the customer receives them. By doing so the 

customers would not have to have any cutting stations themselves. 

 
“It is better that we cut the wood already here and that we adapt to the customers’ wants…we check if it is 

possible to deliver the exact measurements that the customer wants so they do not have to do it themselves” 

(Magnusson, 2013). 

 

According to Mr Magnusson, Eksjö works continuously to adapt the processing of the raw 

material. They want to process as much as possible and are therefore not interested in 

outsourcing any bigger parts of their company. In addition, Mr Magnusson believes that it 

would not be possible to sell a business unit or a product line. This is because the company 

does not have the desire to become a market leader in the industry, but instead want to 

continue to grow with processing of the raw material to the house manufacturing segment. 

According to Mr Magnusson, Eksjö has a very small market share in the sawmill industry as a 

whole, but he also explains that they do processing of the raw material to a larger extent than 

many of their bigger competitors. For Eksjö to be able to do this, Mr Magnusson argues that 

they would have to have everything in-house and therefore divesting parts of the company is 

not a good solution when addressing the decline. Neither does Mr Magnusson see acquisitions 

of competitors as an option for the company. He believes that it would not be beneficial for 

the company, and if Eksjö were to acquire another company it would be a company that adds 

to the processing and not to the sawing. 

 

Competitive strategy 

One of Eksjö’s strengths is, according to Mr Magnusson, the company’s flexibility. Mr 

Magnusson believes that Eksjö are more flexible than their larger competitors, which means 

that they can adapt more to the customer’s wants. Mr Magnusson explains that their 

customers do not have to buy a truck full of products, instead Eksjö can co-deliver products in 

packages to different customers and with different products inside. The customers have during 

the last couple of years increasingly required more rapid deliveries. This puts pressure on 

Eksjö to have a fast delivery service, something that Mr Magnusson explains is possible due 

to the flexibility within the company. Within the group there are also trucks available which 
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will enable faster deliveries. A strength that has increased in importance lately is the 

company’s financial resources. Mr Magnusson claims that the fact that they have a strong 

mother company that is willing to add money into the company is important in today’s 

industry environment. This is something that Eksjö also promote to their customers. 

 

According to Mr Magnusson, Eksjö cannot compete with the larger companies that sell wood 

in bulk and saw larger volumes of wood, since it is impossible for Eksjö to saw this much 

wood. Instead they focus more on the processing part of the wood. Mr Magnusson explains 

that the companies have done some cost cuttings. However, these were not done in order to 

compete with a low price. Eksjö choose to adapt their sawed volume, since they believe that 

there will be a further lack of raw material in the industry. This was done by downsizing 

approximately half of the number of employees. As the company sells a lot of their products 

to house manufacturing it is important for Eksjö to maintain a high quality standard on their 

products. According to Mr Magnusson, house producers are very picky regarding what 

material they use in the houses, and therefore they often require the highest quality possible. 

This has forced Eksjö to develop a high quality. 

 

International activities 

Eksjö’s export is about 20 % of their total sales and their largest export markets are Norway 

and England. Eksjö also have some sales to Denmark, Germany and North Africa, but very 

small volumes. The company exports a small volume of pine, which is of lower quality, to 

North Africa a few times a year. However, this is not a market that the company put too much 

effort in. Eksjö has increased their sales to Denmark during the last years, although it is not a 

large increase. Eksjö’s main entry mode is an agent, although Mr Magnusson prefers selling 

directly to the customer and perceives it as a more efficient mode. According to Mr 

Magnusson, the importance of export has not increased with the industry decline. However, 

Mr Magnusson explains that they are dependent on that other companies export from 

Scandinavia. Due to the situation in Europe many of Eksjö’s competitors have entered Eksjö’s 

main markets (Sweden and Norway), which has resulted in a price pressure within the 

industry. Mr Magnusson also explains that they experience an increasing demand for their 

products from countries, such as China and India, that earlier were not of interest. However, 

Mr Magnusson also explains that these are not countries that Eksjö are able to address. 

 



EMPIRICAL FINDINGS 

55 
 

“We have investigated a little and recently conducted market research but for us that are so small it is difficult 

since these customers requires a very large volume which we are not able to produce…In addition it would 

require too much resources” (Magnusson, 2013). 

 

At the moment Mr Magnusson does not believe that Eksjö should enter new markets, instead 

they should focus on their customers in Sweden and Norway. However, he also believes that 

the benefits that a larger customer base would bring in the long run, exceeds the cost of 

having a market scope. On the other hand, Mr Magnusson also explains that it is a very long 

process before the company would be able to benefit from the new markets. He therefore 

perceives it as too disadvantageous for the company in the short run. 
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5. Analysis 
 
 
 

In this chapter the empirical findings will be analysed using the theoretical framework 

presented in chapter three. The analysis will be presented under similar headings as the 

empirical findings, based on the three sub questions and the theoretical framework. The 

analysis will be conducted through combining the four case companies, and discussing and 

analysing them based on their end-game, competitive and international activities. 

 

 

5.1 End-game strategy 

According to Harrigan and Porter (1983), four different strategies that firms can undertake in 

declining industries exist. These are; niche, leadership, harvest and divestment. According to 

Grant (2010), it is possible to find attractive niche segments even if the industry is in the 

decline stage of the ILC. Due to their often flexible nature, more opportunities arise for 

smaller firms to focus on certain niche segments within the industry (Gilmore et al., 1999). In 

addition, Noy (2009) claims that a niche strategy is generally considered to have a positive 

impact on firm performance. Out of the four case companies all express that they have found 

one segment that they have chosen to focus on, alternatively they are active in more than one 

segment; however perceive one of them as being more important than the others. This shows 

that all of the case companies have taken strategic actions that are similar to a niche strategy. 

It also implies that they have been able to find an attractive segment in their declining 

industry, which they think poses the best potential of increasing their performance.  

 

Selecting the right segment can be an important determinant for different performances for 

firms operating in the same industry (Carroll and Swaminathan, 2000). Harrigan and Porter 

(1983) states that what strategy a firm chooses to adopt when operating in a declining industry 

depends on how they perceive future demand. According to Grant (2010), a firm who adopts a 

niche strategy chooses to enter a segment which they find to be stable and where they believe 

demand is the highest. However, Harrigan and Porter (1983) also state that firms can perceive 

future demand differently. While the two sawmills Eksjö and Vida operate in similar 

segments, where most of their sales is within the house manufacturing segment, a different 

choice of segments can be noted between the two glassworks MJM and Skruf. Since the 

decline MJM has expressed that they no longer believe that the glassware segment will be 
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profitable, and that the demand in the segment has become more or less non-existent in the 

Swedish market. Therefore, the company has chosen to shift their focus and have entered the 

art glass segment instead. Moreover, MJM states that they are not the only company in the 

glass industry that has shifted their focus from the glassware segment. While MJM has shifted 

their focus, Skruf has chosen to stay in the glassware segment. Skruf believes that there are 

still demand existing for glassware products. Even if Skruf and MJM operate in different 

segments they are both satisfied with their niche. This shows that the two companies have 

very different views on which segment that will be the best to operate in when looking to 

increase their performance in the declining glass industry. In addition, it shows that they have 

perceive the future demand very differently. If many other glass works have left the glassware 

segment, it could be a reason for why Skruf believes that there still is demand in that segment. 

Today Skruf might be only one of few glassworks who operates in that segment, enabling 

them to capture the residual market demand for glassware. Even if the demand for glassware 

has decreased, it may still be sufficient enough for Skruf, since they are such a small 

company. This further shows that even if Vida and Eksjö has chosen to operate in similar 

segments, Skruf’s and MJM’s different choices shows that there is not only one segment that 

has the best impact on every firm’s performance, even if they operate in the same industry. 

 

A niche strategy includes divesting from other segments, which no longer are seen as 

profitable (Harrigan and Porter, 1983). However, Noy (2009) argues that a company can only 

stay in one niche for a limited amount of time, since the segment eventually will become big 

enough to attract large competitors. For this reason, Noy (2009) means that a company with a 

niche strategy always has to be ready for additional changes. Out of the four case companies it 

is only Skruf that has divested from other segments and only focuses on one.  Since Skruf 

only has seven employees they see it as too costly to compete in several different segments. 

Skruf says that if they were to do that, they would have to employ more staff, which would be 

too costly. None of the other case companies has fully divested from other segments, even if 

they experience that the demand in the other segments are lower. MJM have shifted their 

segment focus, and paused investments in the segments they perceive as less beneficial. Vida 

and Eksjö have increased their focus on one segment, however not divested from other 

segments. All the case companies stress the importance of being flexible. Not divesting from 

other segments will enable the case companies to keep opportunities open to shift between 

different segments, and thus, ensuring their flexibility. Not fully divesting from other 

segments enables the companies to shift their focus again, if they would be faced with 
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additional changes in demand. This shows that ensuring flexibility is an important aspect 

when operating in a declining industry.  

 

According to Schuler and Buehlmann (2003), SMEs compete most successfully in industries 

that leave room for specialisation. Vida has chosen to put their main focus on the segment in 

which they have the possibility to specialise. However, since all the other companies have 

focused on quite narrow niches it can be seen as they also are specialists in their particular 

segment. All of the case companies expresses that operating with a niche has contributed 

positively to the overall performance and success of the firm in their respective industry. This 

demonstrates that choosing a strategy which enables the case companies to exploit their 

expertise is appealing in a declining industry. This further implies that they would rather 

operate in a segment where they are sure about the knowledge they possess, rather than 

operate in segments in which they might not know if their knowledge is sufficient enough.  

 

Firms who are adopting a niche strategy choose a segment in which they believe they will 

face as little competition as possible (Grant, 2010). Moreover, Harrigan and Porter (1983) 

states that a firm with a niche strategy also aims to become a leader within the specific 

segment. All the case companies have stated that it is hard for them to achieve a leadership 

position within the whole industry. Although, both Vida and MJM states that achieving 

leadership within the whole industry is not something they are aiming for. However, Vida, 

Eksjö and MJM all express that they have a larger market share in their respective segment, 

and Vida expresses that they believe having a higher market share in the segment is 

beneficial. This shows that one additional reason for adopting a niche strategy is the 

opportunity to achieve a larger market share with a narrower niche, than trying to gain 

leadership within the whole industry.  

 

When adopting a leadership strategy the goal is to become one of the few firms remaining in 

the industry, which would enable a firm to have better control of the decline process. This can 

be achieved by for instance purchasing competitors assets, or acquiring whole firms. In 

addition, firms can acquire other firms with the sole purpose of retiring them (Harrigan, 

1980). The fact that none of the case companies aims to become an industry leader could be 

one of the reasons for why none of the case companies have adopted a leadership strategy. 

Furthermore, all the case companies express that they have a hard time to compete with larger 
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corporations. This implies that one additional reason for not wanting to become industry 

leader is since their limited size and resources might restrict them to gain market shares from 

other larger corporations. However, to acquire a competitor is something that Vida is 

considering to do. They believe that acquiring a competitor would make the competition in 

the industry less fierce, and increase the access to raw material. However, they would not do it 

with the aim of becoming market leader. MJM also says that they would have the possibility 

to acquire a competitor. However, for them this would not either be with the aim of becoming 

market leader, or is nothing they work actively to pursue. In addition, Eksjö would only 

consider acquiring a company that would add new value to their processing of raw material. 

Skruf does not express a wish to acquire a competitor for any reason. Skruf is especially 

reluctant to acquire a competitor since they have already attempted this, which resulted in that 

the company got bankrupt. Skruf’s small size when compared to Vida, Eksjö and MJM shows 

that companies’ resources highly impacts on the actions that is successfully undertaken in a 

declining industry. Skruf’s failed attempt to acquire a competitor, and Vida and MJM’s 

expressed possibility to do so, implies that the size of the company highly limits what actions 

a firm is able to undertake in a declining industry. Nevertheless, as mentioned, none of the 

case companies sees a leadership strategy as the most appealing in a declining industry, which 

show that they value more to grow within one segment. 

 

When adopting a harvest strategy a firm commonly does not make any new investments and 

reduces efforts in R&D (Harrigan and Porter, 1983). However, customers tend to question the 

quality of the products of a company that reduces its investments in R&D (Kotler, 1978). The 

majority of the case companies emphasise the importance of continuously making new 

investments. Vida, Eksjö, MJM and Skruf explain that even if the industry is declining, they 

are still making new investments. Skruf has made additional investments in production and 

Eksjö, MJM and Vida are putting efforts on further developing their product offering. The 

case companies expressed importance of making new investments shows that they believe 

that it is better to keep making investments, even if the industry is in a decline stage. This 

further shows that they rather implement a strategy where they can take active measures when 

trying to increase their performance in a declining industry, than to only adjust to the decline 

by relying on previous investments, which is the aim of a harvesting strategy. Since all of the 

case companies emphasised the quality of their products it might not be wise for them to 

reduce R&D investments. If they were to reduce R&D investments, they might risk that their 

reputation as a high quality brand get damaged. Moreover, as the companies have chosen to 
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specialise, a harvesting strategy could potentially hinder the firms in their future development 

that is needed to specialise, causing them to get outcompeted by firms with other strategies.  

 

A divestment strategy is commonly adopted as a last resort by a firm that experience 

environmental uncertainty. This strategy is mostly adopted by the firms in the industry who 

are affected the worst by the industry decline, and does not see any other way to deal with it 

(Harrigan, 1980). Divestment involves the undertaking of asset reduction by selling parts of 

the business. It can for instance include the sales of a whole business unit or a product line 

(Latham, 2009). According to Latham (2009), a firm should make careful considerations 

before adopting a divestment strategy, as it can have damaging effects on the firm. It is 

important to consider factors like the company’s goals, visions, values and company size 

(Schmidt et al., 2010). Neither of the case companies has made any strategic decisions similar 

to a divestment strategy. All of the companies emphasise the importance of listening to the 

external environment and to be responsive to the changes that is occurring. This can be an 

explanation for why the situation for the case companies has not become that bad that they 

have had to sell any part of their business. By staying up to date about the industry 

environment, they have been able to identify segments, where the demand still is sufficient. 

Their flexible organisations have most likely made it easier for the case companies to shift 

their focus and thereby staying active in the industry. All the case companies are rather small, 

and not many of them have business units outside of their headquarters, except from Vida and 

MJM that have some established sales units abroad. Since SMEs are small, they do not have 

many choices of business units that they can sell. Therefore, the nature of a divestment 

strategy suggests that it is more suitable for larger diversified firms, and that the majority of 

the case companies are not diversified enough to adopt a divestment strategy.  
 

5.2 Competitive strategy 

According to the RBV, firms must look within the boundaries of the own firm when 

formulating strategies, since the sources of competitive advantage derives from a firm’s 

resources. This is important as firms that manage to exploit their resources have a greater 

chance of obtaining above normal returns (Barney, 1986; 1991). MJM, Skruf, Vida and Eksjö 

all compete with a differentiation strategy, which they developed from the resources they 

have within the company. MJM, Skruf and Vida expressed that their most important resource 

was their workforce and their flexible nature, and they have used these resources as basis for 
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their competitive advantage. For MJM and Skruf the employees are the ones that makes it 

possible for the companies to have the strategy they do, since the products are hand blown 

which implies a high degree of craftsmanship. Hence, the employees are the ones who possess 

all the knowledge and skills needed in order for the companies to have the competitive 

strategy they do. In addition, their flexibility makes it possible for them to change their 

production to fit customer demand. In Vida’s case they have put a lot of emphasis on service 

as a compliment to the products they sell. This has increased the importance of the human 

resources within the company, as it is the employees who are in contact with the customers 

and are the basis for the service provided. The company’s flexibility has made it possible for 

the company to respond to changes occurring in the industry. Eksjö’s competitive strategy 

also has its foundation in the resources of the company. Eksjö possesses resources for 

producing high quality products, coordinating different customer adaptations and flexibility. 

This has been the basis for the company’s competitive strategy. From the interviews it can be 

seen that the case companies have formulated their competitive strategy by looking within the 

boundaries of the company. Consequentially, the case companies’ competitive advantages 

have derived from the resources they possess. 

 

According to Latham (2009), a firm’s competitive advantage is of great importance when it 

faces environmental changes, since it dictates how the firm responds to the changes. These 

competitive advantages are built on the resources and capabilities possessed by the firm 

(Barney, 1991). On the other hand, Harrigan (1980) states that the external environment in a 

declining industry influences the strategy firms choose. MJM and Skruf responded to the 

changes in the industry by continuing with their differentiation strategy. They even saw this 

strategy as more important with the industry decline. These two companies have always had a 

differentiation strategy that is largely based on the craftsmanship within the company. It is the 

craftsmanship that to a large extent dictates how they can compete. As a result, MJM and 

Skruf are dependent on this resource when they formulate their strategy. This shows that 

MJM’s and Skruf’s response to the change in the glass industry was an outcome of their 

competitive advantage. 

 

Vida’s and Eksjö’s response to the industry decline was influenced by the external 

environment. Earlier, Vida only differentiated the company with higher quality. However, 

when the industry reached the decline stage they felt the need to add more value to their 
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products, due to the intensified competition. The products in the sawmill industry are rather 

difficult to differentiate, Vida therefore chose to do this by adding service elements to their 

offers.  In similarity to Vida, Eksjö saw it as necessary to change their competitive strategy as 

a result to the intensified competition. Eksjö expressed that they, as a small company, cannot 

compete on price with the bulk producing companies. Instead they chose to increase the 

processing of raw material and their customisation. It can therefore be seen that both Vida’s 

and Eksjö’s strategy was influenced by the external environment, since they felt a need to find 

a strategy that fits to the new industry environment. However, the strategy that was chosen by 

the two companies was still dictated by the resources. Vida’s choice to increase their service 

can be seen as a result of the employees within the company. Mr Johansson at Vida expressed 

that the company would not have been able to work the way they do, if they did not have their 

competent staff. In addition, Eksjö decided to increase the processing and the customisation, 

something that they already had resources for. Hence, their response was dictated by the 

resources in the company. Even though both Vida’s and Eksjö’s strategy was influenced by 

the industry environment, their response were, just as MJM’s and Skruf’s, a result of the 

resources and the competitive advantages already possessed by the firm. This shows that even 

though two of the case companies’ strategies were influenced by the industry environment, 

they still formulate competitive strategies in a declining industry based on their resources and 

capabilities. 

 

When the industry reaches the decline stage it becomes more difficult to attain a 

differentiation advantage, since the products move towards commoditisation and customers 

become less willing to pay a premium price. Therefore, it is common for firms to adopt a cost 

strategy in the decline stage (Grant, 2010).  However, low costs is not always the best source 

for competitiveness (Castellano and Young, 2003), and if firms are able to sustain a 

differentiation advantage it is seen as more beneficial (Grant, 2010).  Furthermore, one of the 

most common drivers for cost advantage is economies of scale (Grant, 2010). Therefore, it 

can be difficult for SMEs to compete with low costs, since it is likely that SMEs are 

disadvantageous in producing a large volume compared to their bigger competitors, thus, 

making a differentiation advantage a better option for SMEs (Pelham, 2000; Bumgarnder et 

al., 2011).   
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None of the case companies have expressed difficulties with a differentiation strategy in their 

declining industries, rather the opposite. The case companies have seen it as more challenging 

to adopt a low cost strategy due to their small size, since they feel that they cannot achieve as 

low costs as their larger competitors. For instance, Eksjö and Skruf explained that they were 

not able to compete on volume, due to limitations in production and workforce. In addition, 

Skruf and MJM express that their products are produced in a way that makes mass producing 

impossible. MJM, Skruf and Vida stated that they have not noticed a reduced willingness 

among their customers to pay a premium price for their products.  Consequentially, a decline 

stage does not necessarily mean that there are not customers who are willing to pay for 

differentiated products. This shows that even if the industry trend goes towards 

commoditisation, the case companies have been able to identify segments where they are able 

to differentiate. In addition, since the case companies choose to compete with differentiation, 

and that this choice was based on the resources possessed by the companies, it implies that 

their resources are better suited for a differentiation advantage. It can be argued that the case 

companies do not have the ability to reach a cost leadership, thus, they would compete more 

successfully with differentiation. Moreover, as the companies competed with differentiation 

already before the decline, it can be argued to change to a cost advantage would be extremely 

challenging. To completely change how the case companies compete would mean that they 

would have to change all the resources within the companies to be in line with resources that 

are associated with a cost advantage, thus demonstrating the challenge with a change. In 

addition, since all the case companies compete with a niche strategy, where they are 

specialised, it can be argued that the companies’ differentiation advantage was an underlying 

reason to why a niche strategy was chosen. Further, it could be argued that the end-game 

strategy and the competitive strategy are linked together, and one would not work without the 

other. Therefore, a cost advantage might be more suitable if adopting another end-game 

strategy. 

 

It has been noted that three of the case companies still have been implementing some cost 

cuttings. Both MJM and Eksjö have decreased their workforce with almost 50 %, and Vida 

also states that they have had to lay off people as a reaction to the decline. However, the 

companies express that they have not implemented any cost cuttings with the aim of reducing 

their prices. This shows that even if the case companies have chosen to compete with a 
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differentiation advantage, they still have had negative impacts on their organisation due to the 

decline, which required them to cut costs. 

 

Grant (2010) claims that firms might find it particularly attractive to attain a distance to the 

rigors of price competition in a declining industry, something that can be achieved by using 

differentiation. Vida and Eksjö both saw differentiation as a way to avoid the increasing price 

competition in the sawmill industry. Also, all of the companies differentiation enabled them to 

compete in niche segments, which consists of a lower degree of competition and therefore 

also a lower degree of price competition. This demonstrates that the companies see 

differentiation as an important strategic option, as it allows them to distance themselves 

against price competition. This can further be a reason for competing with a differentiation 

advantage in a declining industry. 

 

5.3 International activities 

According to Hilmersson (2013), a firm with a higher degree of international activities is less 

dependent on the home market then a firm with a low degree of international activities. In 

addition, Roberts and Tybout (1997) claim that firms with international sales have an 

established infrastructure, which allows them to shift their sales from less beneficial markets 

to more beneficial markets. Vida is the company that has the highest degree of international 

activities and sees their international sales as crucial for their survival. When the industry 

started to decline, they shifted their international activities from the unbeneficial markets in 

Europe and started to export to other markets. Further, they express that international sales are 

important for their performance, and since the decline in their domestic industry they have 

increased their international sales. Skruf is the case company that has the lowest degree of 

international activities. The company is currently satisfied with the sales in their domestic 

market. However, they express a concern regarding if the demand in their Swedish market 

would start to decrease, since such a major part of their sales is to their domestic 

market.  Eksjö does not believe that the importance of export has increased since the decline. 

On the other hand, they explain that they are dependent on what other actors are doing in their 

domestic market. Eksjö is dependent on that their domestic competitors export their products. 

This demonstrates that when their competitors export, Eksjö has the opportunity to capture 

residual market demand. This also shows that both Skruf and Eksjö are rather dependent on 

their domestic market, since their domestic sales are so dependent on the level of competition 
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in the market. This implies that the case companies with a lower degree of internationalisation 

are more vulnerable to a decline in their domestic industry market. Due to this, it can be 

argued that Vida and MJM have a better chance to deal with a domestic industry decline, 

which was proven by the fact that their international markets increased in importance.   

 

According to Grant (2010), the ILC can be in different stages in different countries, meaning 

that the demand can be higher in certain markets. Even though it might be expensive for 

SMEs to engage in international diversification, the benefits associated with it should not be 

neglected (Pangarkar, 2008), since an international scope can to a certain point increase 

performance (Kim et al., 1989).  A geographic spread makes it possible for firms to reduce 

fluctuations in revenues (Kim et al., 1993), by spreading their investment risks over different 

markets (Kim et al., 1993; Tallman and Li, 1996). All of the case companies have expressed 

that a global spread of their sales would have a positive impact on their performance. 

However, Skruf and Eksjö express a reluctance to increase their scope of international 

activities, since they feel too restricted by their resources. MJM expressed that their export 

has become slightly higher and that products that no longer are demanded in Sweden, still 

have a demand in other countries. It can be argued that both MJM’s and Vida’s global spread 

have reduced the impact the declining industry has on their business. This shows that the 

scope of internationalisation is an important aspect to consider when faced with a declining 

industry. MJM and Eksjö have a similar scale of their international activities, where MJM 

exports 35 % and Eksjö 20 %. However, MJM has a significant larger scope of international 

markets. While MJM is active in 35 countries, Eksjö is only active in 5. This shows that even 

if firms have similar scale of internationalisation, the scope can still differ significantly. A 

larger scope gives a firm access to a larger amount of markets, which can be in different 

stages of the ILC. Thus, enabling the firm to spread their risks over a greater number of 

markets and allowing it to shift between different markets in their market portfolio. Therefore, 

a larger scope of international activities is more important to consider in a declining industry 

than the scale, especially if the scale of international activities is only from a few number of 

markets. 

 

As mentioned, it can be expensive for SMEs to be internationally diversified. Researchers 

claim that when firms enter new markets it is associated with high costs (Hitt et al., 1994; 

Gomes and Ramaswamy, 1999; Contractor et al., 2003; Lu and Beamish, 2004). In addition, 

firms that have limited prior experience in international activities are more reluctant and 
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perceive it as a higher risk to enter new markets (Eriksson and Chetty, 2003). The fact that 

Skruf and Eksjö express that it would be beneficial to have a larger scope of international 

activities, but that they feel restricted to achieve this, shows that SMEs limited resource base 

can hinder them to further expand. However, since Vida and MJM express that they always 

are open for entering new markets, it can be argued that SMEs not always have to be 

restricted by this. Both Vida and MJM already had a large scope of internationalisation before 

the decline. This might be a reason for their openness to further expansion, since it would not 

be such a big step for them to take, as it would be for Eksjö and Skruf. Eksjö states that they 

can see the benefits of entering new markets in the long run. However, this is not something 

they consider appealing right now. This shows that for SMEs, such as Eksjö and Skruf, who 

only have a small scope might consider it being too risky to enter new markets when already 

operating in a decline. It further shows that the case companies with limited international 

experience are more reluctant to increase their international activities. This demonstrates that 

a firm who engages in international activities in early stages of the ILC more easily can 

increase the scope and, thus, taking advantage of this when facing demand fluctuations.   

 

Firms can choose different types of entry modes, which entail different degree of 

commitment, flexibility and risk (Hill, 2005; Hollensen, 2011). The more resources that are 

tied to a specific market, the more restricted the firm becomes (Lamb and Liesch, 2002). The 

entry mode with the lowest degree of commitment and risk, and the highest degree of 

flexibility is export modes. While the hierarchical modes entail the highest degree of market 

commitment, highest risk and lowest flexibility. Moreover, a hierarchical mode requires a big 

capital investment (Hill, 2005). Therefore, it is commonly argued that hierarchical modes are 

more suitable for bigger firms, since SMEs often have limited financial resources 

(Cumberland, 2006; Carazo and Lumiste, 2010; Hollensen, 2011). Out of the four case 

companies, the most common entry mode is an export mode, where the most used is an agent. 

However, Vida and MJM both have used hierarchical modes. In addition to agents they have 

established sales units in some of their foreign markets. Skruf and Eksjö have during the 

interviews expressed that they see their resources as restricting in their internationalisation. It 

could be argued that this is one reason to why these companies have chosen to enter their 

international markets with an agent, since it is an entry mode which requires fewer resources. 

All of the case companies emphasised how important it has been for them to be flexible in 

order to respond to the declining industries. This could also be a reason for why the most 

common entry mode has been an agent, since it is a mode which entails high flexibility. By 
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using a flexible entry mode firms would be able to shift their international market focus 

between the different country markets. If a market becomes unbeneficial they could more 

easily decrease their activity in this market and increase it in a more beneficial market. In 

addition, all of the case companies expressed that they see agents as the most preferred option 

if they were to further expand to new markets. This further adds to the implication that the 

companies see flexibility as a key feature in a declining industry.   

 

According to Farrelly and Quester (2003) and Dyhr Ulrich et al. (2012), firms that operate 

with an entry mode that entails high flexibility often do so at the expense of higher 

profitability. Nevertheless, according to Broll (1999), commitment to international markets, 

even if it is high or low, still provides benefits to the firm under conditions of environmental 

changes. As mentioned, all of the case companies most commonly operate with an agent, 

which entails high flexibility. MJM says that they always prefer to use an agent. Both Eksjö 

and Skruf express that they believe that they can sell better with direct contact with their 

customers, since they then can build a relationship with these customers. Even if selling 

directly to the customer is an export mode, it can still be seen as requiring a higher 

commitment from the company than using an agent, since they then would have to handle all 

of the sales and customer relationships themselves. Vida perceives it as more beneficial when 

their sales are conducted via sales offices, since it enables them to be closer to the customers. 

On the other hand they still use agents to a larger extent. This implies that Skruf, Eksjö and 

Vida operates with an entry mode which they generally consider not being the best for their 

performance. However, this entry mode enables them to be flexible, something that they all 

have expressed is of great importance. This shows that when operating in a decline all of the 

case companies choose an entry mode with high flexibility and that is less costly. 

 

Luo (2002) argues that firms tend to be reluctant to devote a big amount of resources to a 

market that is characterised by high uncertainty. The more stable a firm considers a market to 

be, the higher resource investment the firm is willing to make in that market. As mentioned, it 

is mostly larger firms that have the highest degree of commitment to their foreign markets. 

Vida express that they are not willing to make a big resource investment in markets that they 

think are uncertain, and MJM says that they do not want to enter a market at all if they do not 

feel sure about the level of sales they will be able to achieve. As mentioned, Eksjö and Skruf 

do not want to make any additional expansions at the moment. This shows that all the case 

companies are careful when making new expansion decisions. The companies do not want to 
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take a risk, which they are not sure will pay off in the end. This can be seen, together with the 

fact that all of the companies have had to implement cost cuttings when faced with the 

decline, that they all are extra careful with entering new markets, since it can be costly. It 

could therefore be argued that the companies’ careful behaviour is partly a result to the 

declining industries in which they operate. This shows that a higher resource commitment to a 

market, which generally is considered having the best impact on firm performance, is not the 

best alternative when operating in a declining industry.  
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6. Conclusion 
 
 

 

In this chapter the findings and conclusions of the study will be presented. The chapter starts 

by first answering the three sub questions, followed by the answer to the main research 

question.  Thereafter, the limitations of the study will be presented, as well as the 

recommendations for further research in the field of SMEs performance in declining 

industries. 

 

  

6.1 SMEs performance in declining industries 
In this thesis we have based our research on the following main research question: How do 

SMEs seek to increase performance in a declining industry? To answer this question we have 

formulated three sub questions, which first will be answered: 1) How suitable are the end-

game strategies for SMEs? 2) How do SMEs compete in a declining industry? 3) How do 

SMEs international activities impact on the performance? 

 

6.1.1 How suitable are the end-game strategies for SMEs?  

From the analysis it can be concluded that SMEs choose a niche strategy as their end-game 

strategy when operating in a declining industry. A niche strategy enables SMEs to exploit 

their expertise over one or a few segments. Operating in a larger number of segments were not 

considered to be the best way to increase the performance. However, three out of the four case 

companies chose not to fully divest from other segments, but merely “pausing” their 

operations in them. This is seen, in connection to their expressed emphasis on being flexible, 

that not fully divesting from other segments enables SMEs to shift their focus again if faced 

with demand fluctuations. It was also shown that the case companies had a greater possibility 

to capture a larger market share with a narrower niche, which they saw as beneficial for their 

performance. The analysis demonstrates that the case companies’ perceived the demand for 

different segments in the industry differently, which influenced what segment they chose. 

Thereby, it can be concluded that different segments in the industry can entail different 

opportunities for different SMEs in the same industry.  

 

A conclusion that can be drawn from the analysis is that some of the conventional strategies 

for firms to undertake in declining industries are not suitable for SMEs. The findings show 

that the case companies’ size and resources highly dictates what end-game strategy that is 
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undertaken in the decline.  A divestment strategy was not possible to implement due to the 

case companies size. The companies were found to be too small to have any business units or 

products lines that would be possible to divest without harming the remaining of the 

organisation. A leadership strategy was difficult to achieve by the case companies, due to 

competition from larger competitors. Larger competitors were found to more easily achieve a 

leadership position within the whole industry, than the case companies could. The case 

companies saw it as important to actively deal with their declining industry by making 

continuous investments in order to develop their products and company. Therefore, it can be 

concluded that a harvest strategy is not an option for SMEs when wanting to increase their 

performance.  From this, it can be concluded that the only end-game strategy which were 

suitable for SMEs to adopt when aiming to increase their performance in declining industry, 

was a niche strategy. 

 

6.1.2 How do SMEs compete in a declining industry? 

Based on the analysis it can be concluded that the best way for SMEs to compete in a 

declining industry, and thereby increase their performance, is through a differentiation 

advantage. It was found that, even if it is commonly argued that many products become 

commoditised in a declining industry and that customers in general are less willing to pay a 

premium price for these, the case companies still found customers who were willing to pay 

for their differentiated products. The analysis demonstrates that the case companies found it to 

be more difficult to attain a cost advantage than a differentiation advantage. It can be 

concluded that SMEs are restricted by their small size and could therefore not compete with a 

cost advantage, which often requires economies of scale. The analysis shows that the case 

companies’ choice of competitive strategy was a result of the resources already possessed by 

the firm before the decline stage. It can therefore be concluded that the resources dictates 

SMEs response to a decline. 

 

It can further be concluded that the case companies’ differentiation strategy were connected to 

their end-game strategy. The companies’ differentiation advantage enabled them to compete 

in the segments chosen in their niche strategy. In addition, a differentiation advantage, 

coupled with a niche strategy, both enabled the case companies to distance themselves from 

the rigors of price competition and the number of competitors.  
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6.1.3 How do SMEs international activities impact on the performance? 

It can be concluded that the case companies’ international activities are important when faced 

with a declining industry, since it makes them less dependent on one single market. SMEs 

with a higher degree of internationalisation are less vulnerable in a declining industry than 

SMEs with a lower degree of internationalisation, since they then could have access to 

markets that are in an earlier stage of the ILC. Therefore, the scope of internationalisation has 

a better impact on firms’ performance than the scale of internationalisation, if the scale is not 

spread over a several number of markets. Since it is the scope that makes it possible for the 

companies to reach markets where demand is higher, it is also the scope that enables them to 

handle demand fluctuations. A wider scope of international activities, and thus, the ability to 

shift market focus, or entering new markets, where demand is higher can be concluded as 

being a source for increasing performance.  Further, it can be concluded that the case 

companies that already before the decline had international experience perceived it to be more 

easy to use their international activities to increase the performance in a decline. The analysis 

shows that the case companies mostly uses an agent in their international markets, and this is 

also what they would choose to use if entering a new market when faced with the industry 

decline. Therefore, it can be concluded that an entry mode with high flexibility and low costs 

has the best impact on SMEs performance, since it enables them to be flexible in what 

markets they focus on.  

 

6.1.4 How do SMEs seek increased performance in declining industries? 

By concluding the three sub questions, we can now answer our main research question. When 

SMEs are faced with a declining industry our analysis demonstrates that one of the key 

aspects for increasing the performance is flexibility. This pervades in every sub question. 

SMEs have three ways to increase their performance, which can be undertaken 

simultaneously. First, the analysis shows that SMEs undertake a niche strategy as their end-

game strategy. This is partly because the other conventional end-games strategies are not 

suitable for SMEs who seek increased performance, but also because they can exploit their 

resources better with a narrower niche, as well as reach a higher degree of market shares in 

one segment. Linked to the niche strategy undertaken by SMEs, is their competitive strategy. 

The analysis demonstrates that SMEs who seek increased performance in a declining industry 

compete with a differentiation advantage. A differentiation advantage enables SMEs to 

compete in segments where the price competition is less fierce and where customers are still 

willing to pay for differentiated products. Furthermore, how SMEs compete is linked to the 
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resources they possess in the firm. In addition to a niche strategy and differentiation 

advantage, SMEs can seek increased performance from their international activities when 

faced with an industry decline. SMEs can increase their performance from a large scope of 

international activities. The main reason for this is that it gives them a better chance to handle 

demand fluctuation, as they have the possibility to shift their focus from unbeneficial markets 

to more beneficial markets. This requires the firm to have an entry mode with high flexibility.  

 

 

 

 

 

 

Figure 3: SMEs increased performance in a declining industry 

 

6.2 Managerial implications 
A declining industry often leads to that companies have to leave the industry. Managers who 

desire to stay in the industry can benefit from this thesis, since it shows three ways for SMEs 

to increase their performance in a declining industry. The findings show that it is important 

for managers to be aware of the changes that occur in the industry environment, and that they 

actively should work to adapt their business. Therefore, managers also need to recognise the 

importance of a flexible organisation in order to achieve congruence with the external 

environment. Our interviews showed that international activities in some cases were 

overlooked as a way of increasing the performance in a declining industry. However, our 

research showed that international activities are important for managers to consider when 

wanting to increase performance in a declining industry. 

6.3 Limitations 
Although this research has reached its aim, there were some limitations that need to be noted. 

The conclusions of this study are based on a multiple case study of four companies. The 

analytical results are therefore specifically for these firms, and it is not certain that these are 

applicable for all SMEs in a declining industry. To generalise the results to a larger number of 
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SMEs, the study should have involved more companies. However, we were able to 

distinguish empirical patterns within the case companies about how they seek to increase their 

performance in a declining industry. When conducting the interviews, we only interviewed 

one person per company. This could have limited the answers we received. There might have 

been other persons within the company that possess additional insights, which could have 

contributed to our findings. Furthermore, even if we took precautions when translating the 

empirical findings from Swedish to English, there still might have been errors in the 

translation. Also, as our aim was to find out how SMEs seek performance in a declining 

industry, our selected case companies might have limited us in conclusions regarding medium 

sized enterprises. Since the biggest companies in our study had 50 employees, there were no 

companies in the upper range of the definition of SMEs in the study. If this had been included, 

our conclusions might have been different sine it is likely that a SME with 250 employees has 

other resources than a SME with 50 employees or less. In addition, we chose not to include 

the IO view on how firms compete. This choice was based on that the RBV is better when 

formulating strategies in dynamic environments and firms formulating their strategies from 

their resources have a superior source for profit. However, it is possible that by analysing the 

empirical findings from this perspective, valid conclusions could have be drawn.  

 

6.4 Further research 
With this thesis we added to the knowledge about SMEs and how they seek to increase their 

performance in a declining industry. Our findings show that most of the conventional 

strategies, presented by Harrigan and Porter (1983), were not suitable for SMEs in a declining 

industry. However, as mentioned, one limitation this study has is that no medium sized 

enterprise is represented. Further research could therefore focus on these types of firms in 

order to find out if the same is true for mediums sized enterprises as for small enterprises. In 

addition, a quantitative study could add more knowledge to our main research question, by 

analysing whether or not the findings are possible to generalise to a larger mass. Moreover, it 

is necessary to further research the relation between declining industries and how 

international activities can be a source for performance. We have with this study showed that 

there is a relation between these. However, more research needs to be conducted to confirm 

this relationship. Future research could also address SMEs possibility to enter new 

international markets where the industry is in earlier stages of the ILC. The difficulties with 

entering a new market could differ depending on the characteristics of the different stages of 
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the ILC. Furthermore, other strategies for increased performance could be studied to see if 

there are other strategy options for SMEs to undertake when faced with a declining industry. 
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Appendix 1 

 

Intervjuguide 

Intervjun inleds med en diskussion om situationen i industrin som företaget är verksamt i. I 

diskussionen gavs även en förklaring till vad det teoretiska konceptet ”decline stage” innebär 

då det konceptet ofta används i frågorna.  

Inledandefrågor 

1.1 Kan du berätta lite om er position och uppgift här på företaget? 

1.2 Hur många anställda har företaget? 

1.3 Vilken är er främsta kundgrupp? 

1.4 Har ni genomfört några strategiska förändringar under den senaste tiden? 

 - Om ja, kan ni berätta lite om dessa? 

- Om ja, vad är orsaken till dessa förändringar? 

- Om nej, hur väl anser ni att er strategi passar er externa omgivning? 

1.5 Hur ställer ni er generellt till att förändra företagets strategi? 

1.6 Hur arbetar ni med er strategi? Jobbar ni kontinuerligt med förändringar eller anpassar ni 

er strategi till förändringar i omgivningen när ni märker att det behövs? 

 

Decline stage of the ILC 

2.1 Vad upplever ni är den främsta orsaken till den rådande situationen i er industri? 

2.2 Hur upplever ni att efterfrågan på era produkter har förändrats? 

2.3 Hur upplever ni att er produktionskapacitet möter efterfrågan?  

2.4 Hur anser ni att priskonkurrensen i industrin har utvecklats sedan ”the decline”? 

2.5 Hur är konkurrensklimatet i industrin? 

2.6 Upplever ni att ni till störst del har nationella eller internationella konkurrenter och har 

detta förändrats i och med “the decline”? 

2.7 Hur upplever ni att antalet konkurrenter har förändrats nu i jämförelse med innan “the 

decline”? 

2.8 Hur upplever ni att ni som ett små- och medelstort företag kan konkurrera gentemot era 

större konkurrenter? 

2.9 Hur har er försäljning påverkats av ”the decline”?  
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Delfråga 1 

3.1 Hur många marknadsandelar har ni? 

3.2 Hur ser ni på er möjlighet och hur villiga är ni att bli marknadsledare? 

3.3 Hur skulle en marknadsledarposition påverka er försäljning och lönsamhet? 

3.4 Hur ser ni på er möjlighet att köpa upp någon konkurrent för att minska konkurrensen på 

marknaden och få en starkare position? 

3.5 Fokuserar ni på något speciellt segment i er industri? 

- Om ja, vilket segment? 

-Anser ni att det är bättre for er försäljning och lönsamhet att fokusera enbart på 

ett eller ett fåtal segment i industrin?  

3.6 Är det något segment på marknaden som har ökat eller minskat i betydelse för er i och 

med the decline? 

- Om ja, har ni övergett något segment för att fokusera enbart på något annat?  

3.7 Vad investerar ni i just nu? 

3.8 Hur skulle ni se på att sälja någon del av ert företag? 

Hur skulle det inverka på er försäljning och lönsamhet om ni sålde av någon del av ert 

företag?  

 

Delfråga 2 

4.1 Vad skulle ni säga att er främsta konkurrensfördel är? 

4.2 Vilka resurser i ert företag anser ni är viktigast? 

4.3 Hur har era styrkor förändrats genom tiden? 

4.4 Hur anser ni att era konkurrensfördelar kommer stå sig i framtiden? 

4.5 Har ni gjort några kostnadsnedskärningar? 

- Om ja, vilken typ? 

4.6 Har er prissättning förändrats? 

 - Om ja, hur och varför har den förändrats? 

4.7 Använder ni er av låga kostnader när ni konkurrerar? 

 - Om ja, hur gör ni detta? 

 - Om ja, har detta förändrats genom tiden? 
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- Om ja, hur upplever ni att detta inverkar på er försäljning och lönsamhet med 

tanke på de omständigheter som råder i industrin? 

- Om nej, varför inte? 

4.8 Differentierar ni era produkter och företag på något sätt gentemot era konkurrenter? 

- Om ja, på vilket sätt och har det förändrats genom tiden? 

- Om ja, hur upplever ni kundernas villighet att betala ett högre pris för era 

differentierade produkter? 

- Om ja, hur upplever ni att en differentiering strategi inverkar på er försäljning 

och lönsamhet i och med omständigheterna som råder i industrin?  

-Om nej, varför inte? 

 

Delfråga 3 

5.1 Hur stor andel av er försäljning är export? 

5.2 Hur många länder är ni aktiva i/har försäljning till? 

5.3 Hur har andelen export påverkats sen ”the decline”? 

5.4 Hur har betydelsen av export påverkats/förändrats? 

5.5 Vilka är era främsta exportmarknader? 

5.6 Hur har betydelsen av dessa förändrats i och med ”the decline”? 

5.7 Ser ni en ökad efterfrågan i andra länder som tidigare inte varit den mest betydande export 

marknaden? 

5.8 Hur viktigt är det generellt för er att ha en global spridning av er försäljning? 

- Varför/varför inte? 

- Vad har/skulle en global spridning ha för inverkan på er försäljning och 

lönsamhet? 

5.9 Överstiger nyttan av att ha tillgång till en bredare kundbas kostnaderna för vad era 

internationella aktiviteter kostar? 

5.10 Vad har era internationella aktiviteter haft för betydelse för att öka er försäljning i ”the 

decline”?  

5.11 Vilket är ert vanligaste etableringssätt? 

5.12 Vilka andra etableringssätt använder ni er av? 

5.13 Vad är anledningen till valet av olika etableringssätt? 

5.14 Hur upplever ni skillnad i försäljning mellan era olika etableringssätt? 



 

94 
 

5.15 I och med ”the decline”, har ni fördjupat/minskat ert engagemang till era olika utländska 

marknader, dvs har ni ändrat ert etableringssätt på era utländska marknader? 

- Om Ja, varför?  

- Om nej, varför inte, och skulle ni kunna tänka er att göra det? 

5.16 Hur ser ni på att ytterligare expandera till nya marknader?  

- Om positiv till expansion, vilket etableringssätt skulle ni använda er av då? 

5.17 Hur tror ni att en etablering på en ny marknad skulle påverka er försäljning och 

lönsamhet?  

5.18 Har ni använt er av olika typer av strategier på olika typer av marknader? 

- Om ja, varför? 

 

 

Appendix 2 

 

Interview Guide  

The interview begins with a discussion about the current situation in the industry in which the 

company operates in. In the discussion an explanation was given about what the theoretical 

concept “decline stage” means, since it is frequently used in the questions.  

Initial questions 

1.1 Can you tell us about your position and your task in the company? 

1.2 How many employees does the company have? 

1.3 What is your main customer group? 

1.4 Have you implemented any strategic changes lately? 

- If yes, can you tell us about them? 

- If yes, what was the reason for doing this? 

- If no, how well do you think the company’s strategy fits the external 

environment? 

1.5 What is your general view on changing the company’s strategy? 

1.6 How do you work with the strategy? Do you continuously work with changes or do you 

adapt your strategy to changes in the environment when you feel it is necessary? 
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Decline stage of the ILC 

2.1 What do you think is the main reason for the industry decline? 

2.2 Do you experience any changes in the demand for your products? 

2.3 How do you experience that the company’s production capacity meets the demand? 

2.4 How do you experience that the price competition has developed in the industry since “the 

decline”? 

2.5 How is the competitive climate in the industry? 

2.6 Do you have mostly national or international competitors and has this changed with “the 

decline”? 

2.7 How do you experience that the number of competitors has changed since “the decline”? 

2.8 How do you experience that you as a small and medium-sized company can compete with 

larger competitors? 

2.9 Has your sales been affected by “the decline”?  

 

Sub Question 1 

3.1 How large is your market share? 

3.2 How is your possibility, and how willing are you to become a market leader? 

3.3 How would a market leader position affect your sales and profit? 

3.4 How do you see your possibility to acquire competitor in order to decrease the 

competition in the industry? 

3.5 Do you focus on any special segment within the industry? 

 - If yes, which segment? 

- If yes, how do you believe focusing on one or a few segments within the 

industry impact on your sales and profit?  

3.6 Is there any segment that has increased or decreased in importance for your company with 

“the decline”? 

3.7 What do you invest in right now? 

3.8 How do you see on the possibility to sell any part of the company? 

3.9 How would selling a part of the company impact on your sales and profit?  

 

Sub Question 2 

4.1 What would you say is the company’s main competitive advantage? 
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4.2 What resources within the company do you feel are the most important? 

4.3 How has your strengths changed during time? 

4.4 How sustainable do you believe your strengths are? 

4.5 Have you implemented any cost cuttings? 

 - If yes, what kind? 

 - If yes, why? 

4.6 Have your prices changed? 

 - If yes, how and why have they changed? 

4.7 Do you use low costs when competing? 

 .- If yes, how and has this changed during time? 

- If yes, how do you feel that this works considering the current industry 

situation? 

- If yes, what effect do you perceive a low cost strategy has on your sales and 

profit? 

- If no, why not? 

4.8 Do you differentiate your products and the company in any way in comparison to your 

competitors? 

 - If yes, in what way and has this changed during time? 

- If yes, how do you experience the customers’ willingness to pay a higher price 

for your differentiated products? 

- If yes, what effect do you perceive a differentiation strategy has on your sales 

and profit?  

- If no, why not? 

 

Sub Question 3 

5.1 How big share of the total sales is export? 

5.2 How many countries are you active in/have sales to? 

5.3 How has the export share changed with “the decline”? 

5.4 How has the importance of export been effected/changed? 

5.5 Which are your main export markets? 

5.6 How has the importance of these changed with “the decline”? 
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5.7 Do you see an increasing demand from countries that earlier were not the most important 

export markets? 

5.8 In general, how important is it for you to have a global spread of your sales? 

 - Why/Why not? 

- How does/would a global spread impact in your sales and profit? 

5.9 Do the benefits exceed the costs of having access to a broader customer base? 

5.10 How has your international activities impacted on your possibility to increase your sales 

and profit?  

5.11 What is your most common entry mode? 

5.12 What other entry modes do you use? 

5.13 What is the reason behind choosing the different entry modes? 

5.14 How do you experience differences in sales between your different entry modes? 

5.15 With “the decline”, have you reduces/increased your commitment to your international 

markets, that is, have you changed your entry mode on your international markets? 

 - If yes, why? 

 - If no, why not? And could you consider to do this? 

5.16 How do you see on further expanding to new markets? 

 - If positive, what entry mode would you then use? 

5.17 How do you believe that an establishment in a new market would affect the company’s 

sales? 

5.18 Have you used different types of strategies in different markets? 

 - If yes, why? 
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Linnaeus University – a firm focus on quality and competence 
 
On 1 January 2010 Växjö University and the University of Kalmar merged to form Linnaeus University. This  
new university is the product of a will to improve the quality, enhance the appeal and boost the development 
potential of teaching and research, at the same time as it plays a prominent role in working closely together 
with local society. Linnaeus University offers an attractive knowledge environment characterised by high 
quality and  
a competitive portfolio of skills. 

 
Linnaeus University is a modern, international university with the emphasis on the desire for knowledge, 
creative thinking and practical innovations. For us, the focus is on proximity to our students, but also on the 
world around us and the future ahead. 

 


