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Abstract 

The emergence of digitalization and globalization has given birth to firms who cater to a 

global customer base and source resources from around the world at the click of a button. 

Nevertheless, as companies continue to innovate how they communicate, govern and 

internationalize, much of the research is built on a world before the emergence of the 

digitalized and globalized society we live in today. Finding a lucrative market is a crucial 

source of competitive advantage but if modern opportunities and challenges are disregarded, 

it could lead to grave economic downfalls. 

This paper investigates what factors modern technology firms take into account when 

evaluating potential location choice. This question further investigates how the nature of 

technology companies influence location choice. A qualitative study was conducted, five 

semi-structured interviews with five companies were conducted with each interview lasting 

on average 47 minutes. 

Three general findings were deducted from these interviews. Firstly, internal factors to the 

firm are still very much relevant to tech companies. Determinants such as top managements' 

experiential learning and networks, industry characteristics and the nature of the customer 

relationship. The second finding was that country-specific determinants were of less 

importance. There was no evidence showing that determinants such as natural resources were 

a factor. It was also shown that psychic and geographic distances were of less importance 

while human capital are of higher importance. Lastly factors which have lowered the barriers 

to enter a foreign location were found. These include the emergence of the gig economy and 

better communication technologies allowing for companies to govern distant offices from a 

centralized headquarter. These findings have been compiled by the authors into a new model 

of location choice factors for technology companies. 
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Introduction 

 

The first section of this thesis will provide a background to the relevance of location choice for 

international expansion as well as describing recent environmental changes that has 

influenced this concept. This will be followed by expressing the research problem and 

determining a gap in the research evolving around location choice in internationalization, 

which is the foundation of this research. Furthermore, the purpose and aim of the research will 

be explained, which is to gain a deeper insight on the key determinants when deciding an 

international location for opening up an office abroad. Lastly, this section will present the 

definitions of key concepts used throughout the thesis. 

Background  

The pace of innovation is growing at an exponential rate. In the last two decades’ mammoth 

companies such as Apple, Google and Amazon have revolutionized the international market at 

the same time as globalization is ever more prevalent (“Innovation and growth rationale for an 

innovation strategy”, 2007). This shift has had tremendous impacts on removing barriers which 

historically made finding an international market to enter exceedingly difficult for firms. One 

example is how wide psychic distance and communication difficulties emerged as a result of 

large geographic distances. This was something that inevitably served as a determining factor 

for the choice of location when internationalizing to a foreign market (Piaskowska, 2017). As 

the world advanced, digitalization and technological developments completely changed the 

rules for running a business operating on several markets (Bejtkovský, Rózsa and 

Mulyaningsih, 2018). This brings into question, how these changes have influenced the 

determining factors in international location choice. 

 

These technological innovations have increased the flows of knowledge across locations with 

geographically larger distances. Thus, Forman and van Zeebroeck (2018) argue that there is 

potential for the importance of geographic distance to be reduced due to this adoption of 

increased digital technology. Technology is defined by Ellul (1964) as “having the knowledge 

to improve the quality of products and services”. There are several forces driving change in 

today's’ business environment and the factors to consider in order to maintain success and 

growth are constantly pressuring firms to develop well designed expansion strategies. One 

strategy for expanding a business is through internationalization (Schweizer, 2012), which is 
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defined by Bose (2016) as ‘’the process of going beyond domestic operation and operating 

internationally”. In order to secure growth, firms strive to benefit from the location embedded 

competitive advantages of expanding to international markets. In relation to international 

expansion and determinants of location choice, previous research has so far mainly focused on 

traditional multinational corporations (MNCs) and factors determining foreign location choice 

from their perspective (Jain et al., 2016; Karagozoglu and Lindell, 1998). Associated with 

internationalization and firms expanding their business overseas, one can also identify the 

upturn in worldwide incorporation among parties. We are living in a society which is becoming 

increasingly globalized, meaning an increased integration between people or firms worldwide. 

The increase in globalization comes with an increase in competition as firms aim for the same 

markets and therefore complicates the rivalry among firms even more (Parker, 2005; 

Karagozoglu and Lindell, 1998). Thus, globalization has transformed the way firms compete 

with each other, including approaches of production, marketing, technology and corporate 

strategies. Technological advances allow firms to not only set up production but also service 

activities to foreign locations, which was earlier thought to be untradeable (Bunyaratavej, Hahn 

and Doh, 2007). Later breakthroughs and potential implementation of artificial intelligence and 

advanced robotics in markets imposes further changes with massive impact on the business 

environment as corporate strategies adapts to the digital age (Feser, 2016).  

 

Another demonstration of globalization is the emergence of international entrepreneurship (IE), 

business organizations “that, from inception, seek to derive significant competitive advantage 

from the use of resources and the sale of outputs in multiple countries” (Oviatt and McDougall, 

2005). These firms can erase their national identity and are often referred to as “born globals” 

(Burgel and Murray, 2000). Born globals are characterized by exporting their products or 

services within a few years after foundation. Gabrielsson, Kirpalani, Dimitratos, Solberg and 

Zucchella (2008) brings up the definition of a born global “as a small firm with 25 percent 

exports within three years of its inception”. But the development of born globals can also be 

triggered by rapid technological diffusion and raised importance of global networks. All these 

circumstances influence the international behaviour of these born globals. A specific type of 

firm that has capitalized on this recent shift towards globalization and advanced technology are 

tech start-ups. Due to the development of technology and business opportunities generated by 

the improvement of advanced communication technology, many tech start-ups are born globals 

(Moen, 2012). Moreover, according to Moen (2012) almost 50 percent of tech start-ups in the 

Nordic countries had started exporting overseas within two years of their foundation. Highly 
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competitive global markets with a rapidly changing environment are some of the characteristics 

that has encouraged the growth of these tech start-ups. These conditions have also led to firms 

in the technology industry having been found to internationalize their business at a quicker rate 

than others (Jones, 1999). However, this also implies that for a juvenile and resource limited 

tech start-up that commence on international operations, the location choice of its 

internationalization is of major importance. Therefore, the foreign development of start-ups is 

something which needs to be well substantiated, as a lack of knowledge in a foreign market is 

one of the main obstacles when it comes to achieving international growth (Presutti, Boari & 

Fratocchi, 2007). Hence, considering the approaches used when identifying determinants for 

location choice among MNCs and instead applying this on firms that has exploited on the recent 

shifts towards a technology integrated business environment, such as tech companies, could 

contribute with new interesting knowledge to the area. 

 

Globalization goes hand-in-hand with the technological upturn which has lead to the 

evolvement of born globals. In relation to competition among firms, another outcome of the 

changes in technology, stressed by Porter (1998), is that companies today can source 

information, technology and capital goods from all around the world simply by the click of a 

mouse. This suggests that the established standards of how companies usually competes needs 

to be investigated and in theory, more global communication should diminish the importance 

of location in competitive markets. But why, is it that clusters such as Silicon Valley, 

Hollywood, Shenzhen or London are such popular locations for tech companies? Opposing 

what was earlier stated about the modernized role of global communication and its reducing 

effect on location choice of firms, the conventional wisdom about how firms compete still 

applies. The existing competitive advantages in a global market increasingly lies in the local 

aspects, including knowledge, relationships and motivation that companies with large 

geographic distance cannot match (Porter, 1998). Vital factors when determining location 

choice in international expansions includes more obvious ones, such as macroeconomic 

environment, geographic distance between home and host country as well as access to natural 

resources. But also determinants related to the specific industry itself, including experiential 

learning, relationships and the background of top management plays a major role in finding the 

most appropriate location for establishing a new office (Jain, et al., 2016). Lastly, 

agglomeration, which can be described as urbanization and relates to the clustering 

phenomenon, constitutes a fundamental determinant for location choice of tech companies 

(Wheeler and Mody, 1992). As touched upon above, the current research on the topic of foreign 
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location choice and determining factors has so far mainly used the context of MNCs (Jain et 

al., 2016; Karagozoglu and Lindell, 1998). Hence, the technology influence on international 

location choice is currently not considered. Therefore, this study will aim to investigate these 

aspects and attempt to research a successful conclusion to this unexplored topic. 

 

Research Problem 

The need for researching determinants of location choice in international expansion of 

technology-based firms is identified when evaluating previous research. Jain et al. (2016) 

argues that existing literature essentially only focuses on traditional MNCs and how they act 

in overseas expansion. Moreover, Jain et al. (2016) suggest seeking a deeper understanding of 

how technology has influenced location choice of firms. This issue is also brought up by Burpitt 

and Rondinelli (2004), who argue that it is important to further research how and why 

technology-based firms choose international locations. Advancing this field of research will 

allow for firms to avoid massive economic losses due to a wrongful location choice. As stated 

earlier, the increase of tech start-ups is a consequence of the recent development in technologies 

and globalization. These tech companies’ firms often tend to be born global due to their global 

outlook. This implies that factors determining location choice in their perspective may be 

different from traditional MNCs, as they internationalize more agile and faster. For addressing 

the determinants of the tech companies, a Two-Step model will be used, a model that has been 

used also on MNCs when determining their key factors of determining location choice (Jain et 

al., 2016). 

  

When evaluating the history of the topic of internationalization and analysing previous 

literature in the area one can quickly identify how extensive the research is when discussing 

internationalization processes and what different phases a firm goes through when expanding 

their business to a foreign market. However, as stated, there is an unexplored area of research 

on the factors of determining which specific location choice to make when choosing to 

internationalize, particularly in the industry of tech companies. Also the knowledge gap 

regarding the evolvement of entrepreneurially driven internationalization in general, including 

international expansion of tech start-ups, is stressed by Keupp and Gassman (2009). This calls 

for new knowledge in order to provide deeper understanding on the key factors determining 

location choice, what models can assist firms in their evaluation of different potential markets. 
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Research Purpose 

The research purpose for this thesis is to gain a more thorough knowledge of unexplored 

research area of determining a location choice for tech companies. What factors are considered 

as the main target points with highest priority when entering a new country and establishing a 

new office? As stated in the background, many born globals are characterized as tech 

companies. The nature of these tech companies can influence the location choice when deciding 

which foreign markets to enter. Hence, we want to explore how the high-tech nature of many 

firms plays a role in their international location choice. Since previous research to a low extent 

elaborates on the actual location choice motives, this thesis will take a path towards examining 

this area further. Hence, this research will be conducted as an explorative study. 

  

The research questions for this thesis are based upon the research problem stated along with 

the research purpose. The two questions that will be the main focus point for this thesis are: 

 

Research Question 1: Which factors influence the foreign location choice of 

tech companies?  

 

Research Question 2: How does the technology aspect of tech companies 

influence foreign location choice?  

 

Definition of Key Concepts 

The key concepts used throughout this paper can have multiple but meaningful definitions. The 

following section is therefore a short description of some of the different concepts that are used 

in the text but still not fully explained. 

Psychic distance - The concept of psychic distance can be explained through the perceived 

differences between two objectives. In international business researchers use psychic distance 

to describe the distance of a specific location along with difficulties or simplicity of entering 

such a market and conducting business there (Ghemawat, 2001). 

 

Clustering - Critical masses located in the same places facing unusual competitive success in 

that specific field (Porter, 1998).  
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Agglomeration – Urbanization, this phenomenon can be explained as a settlement with high 

population density and well established infrastructure. For example, a business park (Jain et 

al., 2016). 

Tech startup – A company working with a purpose of bringing technology products or services 

to a market in order to solve for a problem where the solution is not obvious (Startups News | 

Tech News, 2019). 

Gig-economy – Refers to a way of working, consisting of temporary jobs or assignments rather 

than working for an employer (Kuhn, 2016). 

SMEs (small and medium-sized enterprises) - Firms with 0-99 employees can be classified as 

small businesses and firms with 100-999 can be classified as medium-sized enterprise 

(Karagozoglu and Lindell, 1998). 
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Literature Review 

This Literature Review was constructed through the findings and the subsequent review of academic 

articles on the subject of research. All articles which have been read and cited in this literature review 

have been found through the databases Primo and Scopus. The process began with searching for 

keywords such as ‘’International*’’ and ‘’Entrepreneur*’’, in order to get a brief overview of the topic. 

A funnelling process was then used, where based on the early findings, further articles relating to the 

topic were found. This included searching for keywords such as ‘’born global, ‘’location choice*’’, 

‘’cluster*’’, ‘’International Startup’’, ‘’location choice’’, ‘’location determinants’’, as well as ‘’high 

tech’’, ‘’tech startup’’ and ‘’tech companies’’. We combined these words in hope of finding relevant 

literature.  Articles were selected based on their titles and then the abstract, introduction and 

conclusions were read. After that, the authors of this research paper made the decision if the articles 

were deemed relevant or not. If they were deemed relevant, they were read thoroughly. The process of 

reading the abstract, introduction and conclusions were also done on references of the articles which 

were found to find more relevant articles. This section will explore the process of internationalization, 

followed by the current literature on Location Choice of MNEs and it will conclude with a section on 

International Entrepreneurship and Born Globals. 

 

Internationalization 

A way in which firms attempt to make greater profits is through the process of 

internationalization (Ghoshal, 1987). This definition of internationalization is generally 

recognized and found again as “the process of going beyond domestic operation and operating 

internationally” (Bose, 2016).  Firms choose to internationalize to pursue a global strategy to 

protect itself from risks and to pursue various opportunities. The risks which firms wish to 

minimize through internationalization are macroeconomic risks, policy/political risks and 

competitive risks, (Ghoshal, 1987). While traditional internationalization theories are mainly 

focused on MNEs, and less on SMEs (Lin, 2010), it has been found that, the opportunities and 

competitive advantages of internationalization for SMEs arise from three sources according to 

Lin (2010) and they are national differences, scale economies, and scope economies. The first 

source, national differences, can be used to build a value-chain where “each activity is located 

in the country which has the least cost for the factor that the activity uses most intensely”, it is 

also possible to gain competitive advantages through tailoring the offerings specifically to the 

needs and requirements of the market. Scale economies are another source of competitive 

advantage where higher volumes creates scale benefits as well as helps to accumulate learning. 
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Lastly scope economies are when producing several different products or services allows the 

firm to gain an efficiency advantage (Ghoshal, 1987). The ways of internationalization are split 

into three approaches (Bose, 2016). These three approaches are: the stage-based approach, the 

network approach and the international entrepreneurship approach. The stage-based approach 

consists of a “Linear and sequential process which constitutes a group of unique stages”, the 

two models that are brought up are the Uppsala model and the innovation related 

internationalization model (Bose, 2016). However, due to the rise in technology and 

globalization, which has changed the business environment and provided firms to respond and 

change better and faster than before, the Uppsala model is now limited, and is not applicable 

for this study ("The Uppsala Internationalization Model and its limitation in the new era’’, 

2019). The innovation related internationalization model has its foundation in that 

internationalization requires innovation continuously, and therefore it should be an incremental 

development process. This development can be categorized into three main stages: pre-export 

stage, export trail stage and advanced export stage. Lin (2010), claims that ‘’the participation 

into the international market and the export activities can be considered as the innovation inside 

the enterprise’’.  Lin (2010) also states that, some SMEs enter the foreign markets directly and 

their international development does not necessarily follow the progressive process model of 

internationalization, also making the innovation related model not applicable to this study. The 

second approach; the network approach puts emphasis on the network of the stakeholders in 

the companies as well as existing client and supplier relationships (Bose, 2016).  This is also 

supported by Jain et al. (2016) who put the top management's network and customer 

relationships as two factors which are important first steps to consider when choosing location 

in internationalization. The final approach is the international entrepreneurship approach which 

is defined as “new international operational activities by newly developed enterprises” (Knight 

& Cavusgil, 1996), and will be more thoroughly described later on.  Lastly, Bose (2016) states 

that another important factor in internationalization is the destination or location choice of a 

firm. Finding an appropriate location to internationalize to is vital as it minimizes risk and 

allows for growth and profitability. “Destinations or country evaluation requires intense 

research and evaluation. There are different techniques for evaluating among different probable 

destinations. Adopting those techniques and coming up with viable conclusion can ensure early 

success for a firm.” (Bose, 2016). This statement is also backed by Jain et al. (2016), who 

likewise state that the location decisions are of high significance for both managers and scholars 

as it has the possibility of either increase or decrease a firm’s profitability. 
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Location Choice of MNE’s  

As mentioned earlier, globalization and the technology improvements have simplified 

communication between different international markets, stating that psychic distance partly has 

decreased due to this. Quotes such as “where there’s a signal, there’s a workplace” supports 

a business environment with a higher mobility (Curran, Lynn and O'Gorman, 2015). However, 

recent reports talk about the “Rise of the Global Startup City” and describes how expansion, 

urbanization and globalization are the biggest trends in 2019. This once again states the 

importance of location choice in international expansion. 

 

Jain et al. (2016) categorized location determinants in two broad categories and as a sequential 

Two-Step model, which is based on Dunning’s 1998 Eclectic paradigm. The first broad 

category takes into account the firm- and industry- specific location determinants whereas the 

second category is in regard to the country specific location determinants. The first step is to 

take into account the internal capabilities and resources of the company to determine the need 

for internationalization as either exploration or exploitation. These factors include: experiential 

learning, top management’s or firms background and networks, customer relationships and 

industry characteristics. In the second step the company then evaluates the country through the 

following determinants: inter-regional ties, macroeconomic environment, distances, 

availability of natural resources and agglomeration (Jain et al., 2016). 

                    

Firm Determinants of Location Choice 

This includes determinants that pertain to the firm’s resources and the characteristics of the 

industry. Within these four determinants are included: experiential learning, customer 

relationship, top-managements and firm’s background and network and industry characteristics 

(Jain et al., 2016).  

 

Industry Determinants 

Jain et al. (2016) argue that the competitiveness and nature of both the domestic and 

international market of the industry is found to be a determinant of location choice and that in 

some cases, firms also choose to mimic the location choices of other competitors in the industry 

so that to gain legitimacy. Pak & Park (2005) found that the competitiveness of the domestic 

market influenced to what degree companies can compete on an international level. They 
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discovered that the fierce competitiveness in Japan made the firms have a higher proclivity to 

enter similarly competitive western markets. The nature of the industry was brought up by Jain 

et al. (2016) to be of importance as the competition as well as the need for specific infrastructure 

such as in the case for the cement, tire and automobile industry. This can also be seen for more 

knowledge-intensive industries as “sourcing of such technologically-intensive assets is linked 

to the increasing importance of location specific assets, such as those found in Silicon Valley 

in California, Silicon Glen in Scotland or any number of industrial and science parks around 

the world” (Dunning & Lundan, 1998). 

 

Network Influence and Prior Experiential Learning 

Top management's characteristics such as prior international experience, educational level, age, 

and networks are a crucial factor in location choice (Jain et al., 2016). Gulati, Nohria & Zaheer, 

(2000) claim that apart from firms’ unique resource endowments that the rents that are accrued 

to the firm are due to their network. Networks play an important role in identifying and 

implementing international investment opportunities and thereby shape the patterns of firms’ 

international growth (Li, Meyer, Zhang & Ding, 2017). This can be argued for both in terms of 

client connections but also the strategy of bandwagoning where firms learn the “attractiveness 

of alternative locations by observing the entry choices of previous investors” (Belderbos, 

Olffen & Zou, 2011). In addition to this, the customer relationship influences the network 

factor, as firms which engage in a client-vendor relationship have a propensity to have their 

location choice dictated by clients’ overseas expansions, (Jain et al., 2016). The experiential 

learning is a crucial determinant and notes that past investments as well as the time in a host 

country will increase the probability that the firm will continue to invest in the same host 

country. Experience of internationalization builds tacit knowledge transfers that makes 

choosing and entering foreign markets easier and therefore more probable. However, if a 

company has more experience entering developed countries then the probability of it entering 

another developed country increases (Jain et al., 2016).  

  

Macroeconomic Environment 

Jain et al. (2016) mentions the macroeconomic market size, its growth, barriers to trade, cost 

and availability of labour, transportation and information costs, infrastructure and government 

initiatives, country openness, trade and tax regulations and exchange rates. These determinants 
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make up the macroeconomic environment relevant for firms to make a location choice. This is 

confirmed by Asiedu (2006), as their findings are that countries endowed with natural resources 

and have large markets will naturally be more attractive as location choice. However, factors 

such as an educated labour force, macroeconomic and political stability are also shown to be 

relevant factors.   

 

Geographical and Psychic Distances Between Host and Home Country 

Psychic distance describes the differences in language, business practices, political systems, 

religion etc. that exist between the home and host country (Jain et al., 2016). Ghemawat (2001), 

mentions that psychic distance is also determined by the background and experience of the top-

management team, as stated earlier, this shows that not only is psychic distance between host 

and home country but between top management and host country, important.  In international 

business researchers use psychic distance to describe the distance of a specific location along 

with difficulties or simplicity of entering such a market and conducting business there 

(Ghemawat, 2001). The Two-Step model also brings up that although it has been a central 

aspect of location choice literature, it hasn’t been proven that it is a direct influence on location 

choice and at most only a moderating factor. Ghemawat (2001), encompassed the CAGE 

framework as an attempt to reformulate psychic distance through the geographic, cultural, 

economic and administrative dimensions. 

 

1. Cultural distance 

Cultural distance is the perceived cultural difference between a home and host 

country. The smaller the cultural distance is the higher the probability that a 

firm will choose the country to locate in (Jain et al., 2016).  But cultural distance 

when narrowed down, can also relate to similarities or differences in consumer 

taste or managerial behaviour (Ghemawat, 2001). 

2. Administrative distance 

Administrative and political distance is associated with historical and political 

approaches shared by different countries. If one can identify trade patterns 

between their home market and a potential foreign market it could have great 

positive impact on the outcome. Recognizing and understanding differences in 

legislation, political environment and administrative obstacles are crucial when 

establishing relationships on foreign markets.  For example, research has seen 
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that a common currency can boost trade between markets with up to 340% 

(Malhotra, Sivakumar and Zhu, 2009). Avoiding markets with a reputation of 

practicing corruption and trying to find markets with colonial ties are also 

recommended (Ghemawat, 2001).  

3. Geographic distance 

Geographic distance is merely the distance between the host and home country. 

The larger the distance the less likely the firm will locate there, this is especially 

relevant for smaller firms, (Jain et al., 2016). Ghemawat (2001) also refers to 

characteristics such as size, access to waterways, communication possibilities 

and infrastructure under geographic distance.  

4. Economic distance 

This takes into account how the differences in wages, economic development 

and technological capabilities between countries vary (Jain et al., 2016). 

Ghemawat (2001), even goes as far as saying that it is the most important 

features creating distance between markets. Research suggest that there is a 

strong correlation between GDP per capita and trade flows, as richer countries 

usually engage in cross-border economic activities to a larger extent compared 

to poorer countries. A large economic distance decreases the probability of the 

firm locating in the subject country. 

 

Jain et al. (2016) also found evidence that political and historical ties between host countries 

could prove to be a location choice factor. This could be both inter-regional conflicts as well 

as inter-regional ties. This is also supported by Li et al. (2017) on the effects of diplomatic ties 

on foreign direct investment. 

  

Clustering and Agglomeration Economies 

Firms have been shown to locate in clusters due to benefits on both the demand-side and 

supply-side. Knowledge-intensive, entrepreneurial and innovative activities often become 

geographically concentrated due to the benefits mentioned in the Industry Determinants 

section. Some firms avoid clustering depending on their position as leader compared to laggard 

in the industry due to reasons like knowledge-spillover (Jain et al., 2016). 
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A cluster is defined as “critical masses- in one place of unusual competitive success in 

particular fields”, examples of this is Hollywood for entertainment and Silicon Valley for tech 

companies (Porter, 1998) 

 

Clusters change the competitive landscape in three ways as they: increase productivity, and 

innovation as well as new business formations. Clusters increases productivity as companies 

have better access to employees and suppliers as well as to suppliers of certain products and 

services required for the company. Another factor of the increase in productivity is the access 

to specialized information that clusters allow as they technical and competitive information 

accumulates in clusters, this could be due to personal relationships and the sense of community 

that increases the flow of information, this also creates better productivity through local rivalry 

motivation. Another key factor that affects the productivity is the access to institutions and 

public goods, which can be public investments, this is often the reason why clusters occur in 

the first place. Clusters create a larger degree of innovation due to the fact that they allow 

companies inside of the clusters to have a better window on the market compared to 

competitors in other geographical areas, it is also due to the fact that the availability of 

expertise, suppliers and infrastructure allows innovation to be implemented quicker (Porter, 

1998). 

 

Alcácer & Chung (2007) bring up the importance of clusters in regards to knowledge-spillovers 

which is defined as localized knowledge spilled across organizations by informal means such 

as buyers, suppliers, informal meetings and employees changing work. This coincides with 

what Porter said about access to specialized information. The article findings stress the 

importance of maximizing net spillover, in other terms that they are getting more information 

than they are sharing. Another finding in regards to location choice for technically advanced 

firms was that they are only attracted to locations with high levels of academic activity but 

choose to avoid areas high in industrial activity. That in order to maximize net knowledge-

spillover (Alcácer & Chung, 2007). 

 

Porter’s response against clusters is that in today's global economy where information, capital 

goods and technology can be obtained from all around the world at the click of a button. The 

conventional wisdom of competition between nations and firms needs to be overhauled as when 

anything can be efficiently sourced from anywhere across the planet, distance through global 

markets are obsolete. However, Porter (1998), also argues that sustainable competitive 



 

 19 

advantages in a global economy lie evermore in local factors such as “knowledge, relationships, 

and motivation that distant rivals cannot match” (Porter, 1998).  

 

The Two-Step Model 

The Two-Step model by Jain et al. (2016) has grouped location determinants based on the 

existing location choice literature and put it into a Two-Step model with two broad categories. 

In the first step the firm and industry specific location determinants are identified and if after 

evaluating them it is still deemed beneficial to internationalize the next step is evaluated (Jain 

et al., 2016). The second group of determinants are labelled country-specific location 

determinants which evaluates the attractiveness of a host country (Jain et al., 2016). If the 

second set is also deemed attractive, then the firm should locate in the researched country. 

Below is the full comprehensive model (see figure 1).  

 

Figure 1 
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International Entrepreneurship & Born Globals 

 

International Entrepreneurship (IE) is an intriguing research literature, and one which has been 

developed a lot in a short period of time (Oviatt and McDougall, 2005). A common agreement 

amongst researchers, is that International Entrepreneurship lies at the intersection of 

International Business (IB) and Entrepreneurial research (McDougall and Oviatt, 2000; 

Kaartemo, Coviello and Zettining, 2018). Like entrepreneurship, IE pertains to the discovery, 

evaluation and exploitation of market opportunities, and like International Business, it 

comprises two related streams of research: Internationalization stream and Comparative stream 

(Baker, Gedajlovic and Lubatkin, 2005). The definition of this concept is business 

organizations “that, from inception, [seek] to derive significant competitive advantage from the 

use of resources and the sale of outputs in multiple countries (Oviatt and McDougall, 2005) 

   

An area which is important in international entrepreneurship is opportunity discovery. 

Entrepreneurial opportunity can be defined as those situations in which new goods, services, 

raw materials and organizing methods can be introduced and sold at greater than their cost of 

production (Baker et al., 2005; Reuber et al., 2018). There are two domains in conceptualizing 

opportunity: creation of new technologies, firms and markets and entering new geographic 

markets (Reuber et al., 2018).   

 

Another important factor necessary to be successful within the field of international 

entrepreneurship is the importance of social ties (Oviatt and McDougall, 2005). An example 

of how that can be done is through networking, as Oviatt and McDougall (2005) identified 

strong international business networks as one of the seven most important characteristics of 

successful global start-ups. This is further reiterated as the Delphi panel stresses the importance 

of team-building and networking skills to enable future IE graduates to collaborate effectively. 

(Kaartemo et al., 2018). 

 

Another important finding is that the age at which a firm internationalized had an effect on 

entrepreneurial firm growth (McDougall and Oviatt, 2000). This was seen through a study 

among 57 privately held businesses and firms, finding that firms that internationalize earlier 

must overcome fewer of these barriers to organizational learning about the international 
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environment, and this has led to early adopters of internationalization or ‘born global firms’, 

emerging in substantial numbers worldwide (McDougall and Oviatt, 2000). 

 

As observed today, international entrepreneurial SMEs are capable of exploiting global market 

opportunities more rapidly and efficiently (Zhou, Wu and Luo, 2007). As stated in the 

introduction, born global companies can be defined as ‘’as a small firm with 25 percent exports 

within three years of its inception” (Gabrielsson et al., 2008). There have been two key trends 

which has reduced costs of foreign market expansion and allowed for foreign market expansion 

at the birth of a company, and they are the globalizations of markets as well as technological 

advances in information and communications technologies, production methods, 

transportation, and international logistics (Knight and Cavusgil, 2004). An interesting 

mechanism in born global firms is that they, to some extent contradict traditional theory about 

internationalization, as these theories state that internationalization requires a significant 

commitment of resources, thus incurring substantial costs and exposing firms to greater risks 

(Li, Qian and Qian, 2012). This is further confirmed by Bolzani and Foo (2017), who state that 

internationalization is an uncertain process that can expose entrepreneurs to not only higher 

short-term growth and greater financial returns, but also to greater risk.  Instead, it has been 

noted that internationalization ‘’ tends to be a successful strategy for born global SMEs to 

access and exploit the vast global business opportunities that were previously capitalized 

almost exclusively by large, established companies’’ (Zhou et al., 2007). This is also confirmed 

by Keupp & Gassmann (2009), as they found that resource scarcity can be a driver of, rather 

than an impediment to, early and rapid internationalization, and social ties that open up ways 

to access resources can act as substitutes to the ownership of resources. This change in trend 

of internationalization process for born globals has also occurred due to that the world has 

become much more homogenous and that has led to a decrease in psychic distance ("The 

Uppsala Internationalization Model and its limitation in the new era", 2019). When a born 

global firm finds an opportunity, the next step is to find a location choice to internationalize to. 

However, while the current literature currently consists of features of born globals which make 

them successful, such as their primary strategies being to ‘’emphasize differentiation or focus, 

and eschew cost leadership’’ (Cavusgil & Knight, 2015), According to Karagozoglu and 

Lindell (1998), less is known about how and why foreign-owned transnational firms chose to 

enter a market. This is further confirmed by Burpitt and Rondinelli (2004), who highlight the 

critical need for studies on the location choice on small or medium technology firms (SMTFs).   
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Due to there currently not existing a specific strategy for how tech companies should decide 

upon their location choice. This thesis will make use of the Two-Step model in the article by 

Jain et al. (2016), as a guideline for data analysis to explore the factors influencing tech firm’s 

decisions. 
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Methodology 

The purpose of this section is to present the methodology approach used for this thesis. The 

chapter contains several components as part of the chosen methodology as well as method that 

has been applied in order to conduct this study. It starts with the research design, clarifying 

the choice of an interpretivist philosophy as well as an inductive approach for research and 

qualitative interviews as our research strategy. Continuing, the method used throughout this 

study starts of by illustrating how observations and semi structured interviews constitutes the 

data collection method. Thereafter, the techniques and procedures will be introduced, also the 

research sample is addressed in this section. Lastly, the data analysis strategy including the 

table of coding strategy as well as ethical considerations and trustworthiness throughout the 

process of conducting this thesis will be explained. The overall intention with this section is to 

illustrate how the empirical data was collected and describing the reasons behind the different 

approaches chosen in order to provide validity and trustworthiness of the data. 

 

Research Design 

Research Philosophy 

When conducting research, it is of high importance that one understands the philosophical 

issues. In order to provide evidence and present results, research uses specific methods 

scientifically established (Byrne, 2017). By understanding this philosophy of business research 

it allows for elaborating on strengths and weaknesses, but it also raises awareness of how these 

philosophical assumptions can impact how one might review the quality of the research 

(Easterby-Smith, Thorpe & Jackson, 2013). The research philosophy aids in defining the 

research design and portrays designs which will have more or less success. This research will 

be conducted within the interpretivist philosophy. By applying this philosophy, it grants access 

to gaining a deeper knowledge of the phenomenon that is researched rather than generalising 

the basic understanding of an entire population (Pham, 2018). This is something which is 

applicable to our thesis as we are looking uniquely on tech companies rather than at an entire 

industry. Interpretivist research can both describe objects, human or events as well as deeply 

interpret them in a social context (Pham, 2018). As the desired goal of this study is to dive 

deeper into the topic of tech companies’ international location choice and its evolvement, a 

limited sample size was seen as suitable as we believed it could contribute with more relevant 
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comparative factors during the analysis. Using the selected sample size, rather than a larger 

sample size also facilitates when adopting this perspective. This is also the case when trying to 

avoid bias in studying (Orlikowski & Baroudi, 1991). Lastly, using this approach the intention 

of collecting data through interviews and observations is supported as interpretivists are 

interested in different meanings (Easterby et al., 2013).  

  

Research Approach 

Regarding the research approach for this thesis, the ambition was to apply an approach enabling 

a comparative analysis. Therefore, an inductive research approach was decided. The inductive 

approach is a theory building process as it starts off with a set of observations of certain 

situations and then seek to form conclusions regarding the investigated phenomenon (Hyde, 

2000). Data is interpreted in order to develop findings that later on is compared and adjusted 

through further collection of data and additional analyses (Cresswell, 2014). This was applied 

in the way that the number of interviews conducted throughout this study was partly dependent 

on the quality of the findings, which decided whether further data collection was needed. As 

mentioned in the research purpose, this thesis adopts an exploratory study. We found that shifts 

in globalization and digitalization has changed how firms compete and that the upturn in tech 

companies embracing a global outlook was an outcome of these shifts. Hence, we wanted to 

investigate how this has influenced the determining factors in international location choice for 

these tech firms. Through the literature review we found that the field of explaining tech 

companies determining factors for location choice in international expansion is not yet well 

researched (Jain et al., 2016), therefore we wanted to explore this topic further and refine the 

existing theory as well as address new findings in the field. However, as Hyde (2000) suggest, 

most qualitative research starts of by using an inductive approach where they at a later phase 

tends to bring in deductive reasoning as well. The same goes for this study as when the focus 

becomes clearer, deductive elements will also be incorporated into the analysis.  The deductive 

approach is more of theory testing (Hyde, 2000) and this can be illustrated in the way that some 

aspects, such as cultural distance, may include generalisation which later on is compared with 

the theory in order to see whether it applies to what is stated in the literature and discussed 

during the interviews. The general objective can be defined as to examine this gap and compare 

it with the literature by gathering and analysing data. This allowed for observing whether the 

gap is filled or if further research is necessary.  
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Research Strategy 

As suggested by Jain et al. (2016), the field of researching location choices of firms influenced 

by technology, is still under-researched. There is therefore a need for an explorative study on 

this topic (Yin, 2003). Given the exploratory nature of this study a qualitative approach is 

deemed suitable, hence this thesis will make use of an research strategy of qualitative 

interviews. By organizing a few sets of in-depth interviews the intention is to understand 

common behaviour and patterns through this relatively small sample of data collection. These 

interviews will be evaluated by defining them as narratives, providing a clearer overview which 

can be analysed. This will also be supported by using more open-ended questions, preferably 

few in numbers as they procure opinions and perspectives from the participants (Cresswell, 

2014). This strategy enabled participants to provide historical information which was 

especially relevant in terms of previous internationalization experiences. It also allows for the 

researchers to take control over the line of questioning. Another benefits of using qualitative 

interviews is that it permits for indirect information that is filtered through the opinions of the 

participants (Cresswell, 2014), information which may be useful when drawing conclusions. 

 

Method 

This empirical study focuses on a current real-life phenomenon which we believe is best 

investigated by comparing several firms in the category of tech companies rather than drawing 

simple generalizations based on one firm. This will allow for taking multiple perspectives and 

generate well substantiated conclusions based on several reliable sources for data collection 

(Chmiliar, 2012). Hence, this qualitative research will make use of a multiple case study 

approach. In a multiple case study several instrumental cases are chosen to create a more in-

depth exploration of the phenomenon than a single case can provide. The selected cases are 

carefully considered and similar in its essence in order to analysing findings across cases and 

to develop a better understanding of the topic. Applying this approach supports the multiple 

data collection methods of semi structured interviews and observations which will be 

introduced further on (Chmiliar, 2012).  

Research Sample 

The firms that are selected for the interviews are first of all classified as technology companies, 

which as defined earlier, is a company working with a purpose of bringing technology products 
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or services to a market in order to solve for a problem where the solution is not obvious 

(Startups News | Tech News, 2019). Second, due to the nature of high tech companies often 

being born globals, all companies which are interviewed will be born globals, as this will give 

a more thorough contribution towards the findings of high tech companies location choice 

decision making. Lastly, the companies have been part of at least two internationalization 

processes where they have been forced to choose a location for opening up a new office. 

Meaning that their first international expansion already has occurred. This is due to the fact 

that it will facilitate the process of identifying similarities or differences between the firms. 

This will portray how firms have acted in certain situations and provide reasons explaining 

their actions in a more convenient way.    

 

In this thesis, non-probability sampling was used. This method is ‘’often associated with case 

study research design and qualitative research’’ (Taherdoost, 2016).  The samples which have 

been collected are partially from companies to whom the authors have personal connections 

with, as well as companies who have collaborated with Jönköping University through Science 

Park. Science Park is a development and business unit who work with wireless networks, robust 

technology, and IT (English, 2019). The reason for this choice is that it allowed for easier 

accessibility to companies. When contacting employees at the selected companies, the 

purposive sampling method was used. That is ‘’a strategy in which particular settings persons 

or events are selected deliberately in order to provide important information that cannot be 

obtained from other choices’’ (Taherdoost, 2016). The way this was performed was through 

ensuring that we only interviewed people who were in an executive position or in a position 

where they could make or help make executive decisions within the company.  This sampling 

method resulted in that 33 companies were contacted, 26 companies did not respond and two 

companies declined to participate. That meant that five companies were interviewed for this 

research paper. 

 

Data Collection Method 

The method of collecting data for this research paper in order to provide empirical data for the 

qualitative interviews was done through semi-structured interviews and observations. A semi 

structured interview is an interview which is ‘’Conducted conversationally with one respondent 

at a time, the SSI employs a blend of closed- and open-ended questions, often accompanied by 

follow-up why or how questions’’ (Wholey, Hatry and Newcomer, 1994). Observations can be 
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defined as a method for data collection used in a natural setting to observe as well as record the 

actions and behaviour of people (Collis and Hussey, 2014). 

The reason for doing observations is because it is commonly used in the inteprevistist 

philosophy along with the inductive approach, which is used in this paper. The reason to make 

semi-structured interviews was that responses would call for immediate follow up questions, 

which gave more beneficial answers. While the semi structured interview uses both closed and 

open ended questions, the researchers mainly used open ended ones to allow the participants 

to fully express themselves. Any closed question was used in order to confirm an answer stated 

by the participant. For example, when an open ended question was asked, and an extensive 

answer, with a lot of information not related to the actual question was given, the authors would 

ask a closed question to ensure understanding. In order to formulate questions relevant to 

answer the research question, secondary data used in the literature review was utilized A full 

interview guide can be found in the appendix.  

 

 Five interviews in total with five different subjects have been conducted during the 5th of April 

until the 7th of May 2019. The interviews ranged between 30 to 65 minutes with an average of 

47 minutes. Two interviews were held face-to-face while the remaining three were held over 

telephone. Ideally, the authors would have liked to conduct as many interviews as possible 

face-to-face. By conducting face to face interviews, it was possible to observe non-verbal 

communication as well, which is another step is achieving more credible data. However, as 

companies from different countries and different time zones were interviewed, this was not 

possible. All interviews were recorded after approval from the participants and transcribed 

afterwards using either the Otter application or manually by the researchers themselves. Four 

interviews were held in Swedish in order to make it as comfortable and convenient as possible 

for the interviewees, since they were Swedish. The fifth interview was conducted in English. 

The table below shows the companies that participated in this research and the length of the 

interview. Due to anonymity, the participants’ names and titles have not been included in this 

table. 
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Table 1 

Name* Company Length  

Subject A Sigma IT Consulting 45 minutes 

Subject B A Society  65 minutes 

Subject C Infobric 45 minutes 

Subject D Seamless Distribution Systems  50 minutes 

Subject E TaskRabbit 30 Minutes 

 

Techniques and Procedures 

Open-ended questions were used in the interviews. This interview technique is “intended to 

elicit views and opinions from the participants’’ (Cresswell, 2014). It gives the participants a 

chance to state their honest opinion, rather than have the authors direct them towards a certain 

answer. According to Cresswell (2014) humans construct meanings as they engage in the 

world, which they are interpreting. 

 

Furthermore, to gain the wanted information and thereby successfully gather qualitative data, 

it was crucial that the interviewers earned the trust of the participants. This was mainly done 

during the beginning of the interview to make a good first impression.  It was performed by 

talking about unrelated topics to the thesis for a few minutes, thereafter informing and making 

the interviewees fully aware of their anonymity. Furthermore, with their consent of the 

interview being recorded.  

 

The approach of laddering was applied when conducting the interviews. Laddering questions 

are questions which have not been prepared before the interview, but are used as follow up 

questions to certain responses (Modesto Veludo‐de‐Oliveira, Akemi Ikeda & Cortez 

Campomar, 2006). This method can give a more thorough and deeper understanding of the 

subject, which is discussed. The method was used when an answer was too vague, or when a 

follow up questions could give further crucial information towards a result. An example of this 

was when asking what the most important factor when internationalizing was. A common 
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response was that it was customer demand, and not expand upon it. Then follow up questions 

was asked, such as ‘’Is this the only factor?’ or ‘’Could you elaborate on how you’re aware of 

customer demand?’’. This process was also used during the face to face interviews, when the 

authors noticed facial expressions of the subject, which appeared to demonstrate that they were 

not answering certain questions to the best of their ability. 

 

The interviews were recorded on an app called Otter. Otter is an app that records and transcribes 

interviews. However, it was only used for transcription in one out of the five interviews, as 

four of them were held in Swedish. Otter does not translate in the Swedish language. However, 

since they were also all recorded on the app, with the permission of the participants, the 

interviews in Swedish were manually transcribed. This ensured the guarantee that there was an 

ability to look back upon the interviews when analysing them. 

 

Data Analysis Strategy  

In order to analyse the data, the authors listened to the recordings of the interviews, then 

transcribed them. By doing this, it allowed all authors to have a complete understanding of 

what was said during the interviews, and to have the same perception of what the participant 

was saying. This aided in avoiding any form of bias of interpretation from any of the authors 

of what the participants have said. 

  

Once all interviews were conducted, the transcriptions which were created after conducting 

each interview, were compared and further, a cross-case analysis was completed. A cross-case 

analysis is an analysis which examines ‘’themes, similarities, and the differences across cases’’ 

(Mathison, 2005). This method is applicable to this study as it contains five separate cases of 

tech companies which were analysed. 

  

In order to thoroughly complete the cross-case analysis, the content from the transcribed 

interviews were scrutinized and the coding technique was used to find quotes which were 

considered important to answer the research question. The selective coding technique was used. 

This technique is a way to formulate the story through connecting the different categories 

("Qualitative Data Analysis - Research-Methodology", 2019). This was performed through 

creating sub categories taken from the determinants which make up the Two-Step model. 
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Subsequently after these subcategories were created, the codes were subcategorized through 

word and sentence repetition in the interviews which fell in line with the outlined subcategories. 

  

The table below demonstrates examples from the subcategorized cases. By conducting this, it 

enabled the researchers to see the extent to which these determinants are relevant in the case of 

the high tech-industry. 

 

Table 2 

Examples of coding strategy and resulting sub category 

Respondents Sentence from 

interview 

Samples of codes 

used 

Outlined 

Subcategory 

Determinants: Step 1 

A Society ‘’Monitoring different 

deadlines more 

efficiently is something 

we have learned during 

the years’’ 

“Something we have 

learned during the years” 

 

Experimental Learning 

Infobric ‘’Now we do a little 

more analysis and adapt 

a little. But we want to 

sell based on volume, 

sell a standard product. 

But in some instances we 

do create specific 

products like in the UK’’ 

‘’Now we do a little 

more analysis and 

adapt’’ 

Sigma IT Consulting “Their entrepreneurial 

factor plays a big part, 

being able to spot 

opportunities’’ 

‘’Their entrepreneurial 

factor’’ 

 

Top management 

background 

TaskRabbit “Our COO is from 

Scotland so he was 

instrumental in setting 

up that office. It was 

convenient for him to 

go” 

“Our COO is from 

Scotland” 
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A Society “It is common that we do 

business with partners 

that has a connection to 

our top management” 

“Top Management” 

A Society “Following the 

customers. They have a 

customer that wants their 

service to be provided on 

another site” 

‘’Following the 

customers’’ 

 

Customer Relationship 

TaskRabbit ’The most important 

factors for us were, first 

of all, the customer 

demand.’’ 

‘’The customer 

demand’’ 

Infobric ‘’This industry is 

something which exists 

everywhere’’ 

‘’This Industry’’ Industry Characteristics 

Determinants: Step 2 

Infobric 

 
“We have the potential 

to go all over the world 

but we have chosen to 

focus on Northern 

Europe, most 

specifically the Nordic 

countries” 

‘’Nordic countries’’ Inter-regional ties 

Sigma IT Consulting “Where should our 

consultants live, what 

does the culture there 

look like, what business 

risks are there, the 

currency, so there are 

quite a lot of things we 

have to look at” 

‘’What business risks are 

there’’ 
Macroeconomic 

environment 

Seamless Distributions 

Systems 

“Countries with an 

embargo are the only 

ones we cannot enter’’ 

“Countries with an 

embargo” 

Infobric “Firstly, because the law 

change and due to the 

geographic distance.” 

‘’Geographic Distance’’ Distance between home 

and host country 

A Society “In terms of geographic 

distance, this is not a 

great issue” 

‘’Geographic Distance’’ 

N/A N/A N/A Availability of natural 

resources 

A Society 

 
“Yes, A Society likes to 

follow their competitors 

as those markets usually 

“Likes to follow their 

competitors” 

 

Agglomeration or 

clustering 
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is attractive” 

SIGMA IT Consulting 

 
“Well if you know there 

is a consulting market, 

then we know that with 

our brand and with our 

way of working we 

know that we have the 

right tools to be 

successful” 

“If you know there is a 

consulting market” 

Infobric “A certain level of 

competitiveness is good; 

the customers are aware 

of what type of products 

are sold” 

“Level of 

competitiveness is good” 

 

Ethical Considerations and Trustworthiness 

Even though this was not a research paper which had the potential of doing any physical harm 

to anyone, the authors wanted to ensure that everything in their power was done to avoid any 

personal or economic harm to anyone, and therefore, the ethical aspect was thoroughly 

considered throughout the writing process. 

 

Ethics 

In order to ensure that no harm would occur it was ensured that the participants were as 

comfortable as possible. This was done by informing them exactly what the research project 

wanted to achieve and the approximate time it would take. When starting the interview, if the 

participant was not a native English speaker, they were offered to be interviewed in Swedish, 

as the authors are all native Swedish speakers. At the start of the interviews the participants 

were asked for consent to record the interviews. Before beginning the interview, the 

participants were asked for permission to include the company name while letting them know 

that their names would be made anonymous. They were also informed that if at any point during 

the interview they mentioned something which they did not want included, it would not be 

included it in the findings section. 
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Trustworthiness & Quality of Research  

It is crucial that research paper is trustworthy. According to Gunawan, there are four steps 

involved in ensuring that the research paper is trustworthy. These four steps are credibility, 

dependability, transferability, and confirmability (Gunawan, 2015).  

 

Credibility means that ‘’the readers and research participants should see why a particular 

research model was used and why the participants were selected for the study’’ (Given, 2008). 

This was, in this thesis done by justifying the relevance of the Two-Step model explained in 

the literature review. Another way in which credibility was used was by only using companies 

which fit the sampling criteria laid out earlier and only interviewing subjects who were in a 

executive position or in a position where they could make or help make executive decisions. 

 

Transferability, in the concept of a thesis, is split up into two sections, the first one being that 

‘’all research findings are merely working hypotheses about what is likely to happen when 

similar things are done in even apparently similar contexts’’ (Given, 2008), and secondly ‘’that 

only the consumers of research can determine whether a finding is likely to be transferable to 

their situations’’ (Given, 2008). In order to demonstrate that all findings fit into this regard, 

they have been thoroughly described in the method of conducting this study, and justifying that 

method, as well as how the findings were analysed in order to give the reader a good 

understanding of the aim of the study.  

 

Dependability in a qualitative study ‘’recognizes that the research context is evolving and that 

it cannot be completely understood a priori as a singular moment in time’’ (Given 2008).  In 

other words, the researchers must be aware that all answers which were received in the 

interviews are potentially due to change if they are asked again in the future. This is especially 

relevant in the subjects of this study as it is a research paper on the tech industry, an industry 

which has evolved a lot in a fast period of time and will likely change more in the future. 

Therefore, it’s important to make it clear that this is the current findings at this stage of 

evolvement of the industry.  

 

Confirmability is ‘’often equated with reliability and objectivity in qualitative research’’ 

(Given 2008). The way which this was ensured was by, first of all asking open-ended questions 

as that, as previously stated, gave the subjects the chance to answer questions without the 

interviewers steering their answers a specific way. It was also done through having all three 
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authors transcribing the interviews so that all answers from the subjects were on record and so 

that all authors had the same perception of the findings.   
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Empirical Findings 

After conducting and transcribing the interviews, a short case study on each company was 

conducted. These cases present what the company does and in what industry they operate, 

while also looking at how they internationalized and which locations they are operating in. The 

aim of this section is to introduce each case while describing what factors influence, and which 

factors do not influence their decisions when deciding on an optimal location choice. 

 

Sigma IT Consulting 

Sigma IT Consulting is a company part of the Sigma Group. They work within consulting 

projects, web development, and IT architecture. They have 55 employees. With their born-

global status, they are able to operate worldwide, operating anywhere from Poland and 

Denmark, to the other sides of the globe in the U.S and Singapore. There are always many 

different factors which influence a company's decision of where to locate when they are 

internationalizing, and in the case of Sigma IT Consulting, the subject stated that ‘’There are 

two main factors: Is there a large enough customer base, and is there a market where we can 

find suitable co-workers’’ (‘’Sigma IT Consulting interview, 2019’’) . An example of how this 

works as described by the interviewee is that ‘’Sigma goes from country to country based on 

clients. We grow with Clients, If Ericsson want us to go to the U.S, then we go to the U.S as 

well. Then we grow further with local clients.’’ (‘’Sigma IT Consulting interview, 2019’’). 

However when digging deeper using the laddering process, it was found that several other 

factors come into play as well, for example the entrepreneurial mind-set of their top 

management is something which allows them to spot potential opportunities in a location. 

Furthermore, another factor which was important to them was that they ‘’like to establish 

ourselves in cities which have engineering schools, so that we know we can work long term 

with universities’’ (‘’Sigma IT Consulting interview, 2019’’). In this scenario, the subject gave 

an example of how their top management was looking for locations in the EU where 

outsourcing was possible, and after considering several options in the Baltics, the top 

management decided to move to Krakow in Poland, as that provided both a significant 

university city and a cheap outsourcing location. Another factor, which was interesting to 

research was the effect of clustering, and the impact that has on location choice. In the case of 

Sigma IT Consulting, the interviewee said that “ if you know there is a consulting market, then 

we know that with our brand and with our way of working we know that we have the right 
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tools to be successful’’ (‘’Sigma IT Consulting interview, 2019’’).  This demonstrates their 

positive view on clustering and that it is only seen as an advantage for them. In order to see if 

there have been elements which they have learned or wished they had done differently in their 

processes, the response from the subject was that ‘’wherever you go, there is a new culture, 

and you can never be prepared enough for that’’ (‘’Sigma IT Consulting interview, 2019’’), 

suggesting that entering India and the U.S are two completely different processes, and therefore 

the only thing which can be done is to prepare as much as they can. 

 

A Society 

The initial interview was followed up by conducting the first face-to-face interview. This time 

with a company called A Society. A Society is a consulting agency which was founded in 2018 

as a fusion between Sigma Group and Assistera. They have 60 employees, however, none of 

them are consultants. A Society has adapted their business model towards the gig-economy 

trend, meaning that they are working with 1400 freelancing consultants worldwide. This also 

stresses their global outlook as they are operating in Denmark, U.K, India, U.S and Canada 

other than from Sweden. Regarding the factors determining their location choice in 

international expansion, the respondent accentuated several factors as important. One of the 

main factors considered is the aspect of following the customers and grow with them, A Society 

referred to it as “piggybacking” (‘’A-Society interview’’, 2019). Usually a customer requests 

the presence of A Society and the service they are providing on a location in which A Society 

do not operate in at that moment. Also the factor of locating in areas of higher competition and 

how this has a positive impact on their business was discussed during the interview. The 

interviewee stated that “There is the right culture for our company to be successful there since 

the service need is already established in that region” (‘’A-Society interview’’, 2019) in regard 

to the aspect of operating in the same international locations as their competitors. Which as a 

matter of fact, they referred to as their colleagues rather than their competitors. Following the 

gig-economy trend and capitalizing on this shift have given A Society confidence in their 

service. However, they have also realized from previous internationalization processes that 

although the service might be applicable worldwide, “business is always local” (‘’A-Society 

interview’’, 2019). Finding passionate local human capital is crucial, otherwise the 

internationalization has to wait. Another experience A Society gained from earlier 

internationalization is the factors of managing cultural differences at a new location. As an 
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example the respondent compared the Swedish culture and how employees are used to apply 

more of an agile approach, whilst in some cultures the process is more important than the result. 

Hence, some offices have required more steering and guiding in order to be efficient. Lastly, 

the factors of how top management background influence location choice was emphasised. The 

respondent talked about how their management has an extensive personal network and how 

this impact their business. It starts with a verbal agreements and then in some cases these 

agreements becomes actualized business deals. 

 

Infobric 

Infobric is a company which operates in the construction industry, and according to the subject 

of this interview their mission ‘’is to digitalize the building industry, making safer and more 

effective construction sites’’ (‘’Infobric Interview’’, 2019). They are a company with 

approximately 80 employees, operating in Sweden, Norway, U.K, Finland and Denmark, and 

they have an office in each of these locations with the exception of Denmark. They made their 

first international expansion to Norway in 2013. When asked why that specific location choice 

was made, the subject responded that they believed similar branch and ‘’we heard there was 

going to be a new law which worked in a similar way to Sweden’’. This law was the law of 

electronic presence in the workplace, which boomed their profits in Sweden. They also chose 

Norway due to the geographic distance, and the belief that it would be similar to Sweden 

culturally, however the subject then stated that ‘’Then we have learnt in hindsight that it is not 

that similar to Sweden actually’’ (‘’Infobric Interview’’, 2019), this made for an interesting 

finding as it demonstrated to them that a close geographic distance does not mean it will be the 

same cultural or psychic distance will be the same, and this is something which they have 

adapted since and has simplified their processes afterwards. The main way in which they have 

successfully adapted to this is through adapting products to the local markets which they enter, 

particularly in the U.K. Similar to the other cases, the top management plays a big role in the 

process of their location choice decisions, Infobric has a slightly different view on following 

the customers than the two first interviews which were conducted. While the previous cases 

saw that as a primary factor in deciding their location choice, this was not the case for Infobric. 

This may be because of the way Infobric operate in terms of following customers to overseas 

markets because of their tendency to have more one-time purchasing customers. However, 

Infobric did speak about how it facilitates their possibility to generate sales on a newly entered 
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market if they can demonstrate previously successful operations with the same customer on a 

home market. As an example the interviewee discussed how they use PEAB and how their 

cooperation with them in Sweden has favoured later agreements made in Norway. Another 

difference with Infobric is the fact that unlike most cases, they have decided to focus on a 

smaller geographic region and get a strong market share there, rather than spread out all over 

the world. This is despite, according to the interviewee, ‘’having the potential to go all over the 

world but we have chosen to focus on Northern Europe, most specifically the Nordic 

countries’’ (‘’Infobric Interview’’, 2019). This appears to be mainly due to the fact stated 

earlier about having more of the tendency to have more one-time purchasing customers.  

 

Seamless Distribution Systems 

Seamless Distribution Systems (SDS) is a Swedish small-medium technology company 

operating in numerous developing countries with a focus on the south-of-Sahara region in 

Africa. They provide systems to mobile operators which assist in the electronic distribution of 

their main products: SMS, phone and data packages and mobile financial services. SDS was 

started in 2001 and first internationalized in 2004 when they entered Nigeria, now they have 

three offices in India, an office in Pakistan, one in Ghana, a sales office in Dubai, Nigeria and 

Ecuador. However, they are active in 28 markets across four continents. The biggest and one 

of the only factors when asked about what determinants they take into account is that there is 

a consumer demand. As it is a niche product SDS has little focus on general marketing and 

instead focuses on creating sales and therefore enter the market as soon as the point of contact 

with the customer is already made: “establishment ways it has little meaning, salesman meet 3 

or 4 times then the distribution arrives”, (Seamless Interview, 2019). SDS claimed that as long 

as the country has a mobile operator and that they are not prohibited by embargos they can 

enter any country “Because mobile phone industry is still needed, no matter what happens there 

is still a need.” (Seamless Interview, 2019). SDS generally avoid countries with established 

competition as most often there is only one or a very limited number of mobile operators in the 

countries they operate in. The complicated products and services offered make it demanding 

for the mobile operators to switch to SDS even if they had a better product. SDS found that the 

process became easier for them for each time as they became more and more experienced but 

emphasized that each country is a challenge in its own way. SDS choose to cut down in its staff 

in Sweden and offshored those roles to office in India, Pakistan and Ghana, this was due to the 
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cost factor of wages in Sweden but also due to the fact that the cultural distance was decreased 

in psychic distance between for example employees in Ghana and another sub-Saharan country. 

An example of this was that “A lot of swedes are not keen on spending a month in South Sudan 

or the Ivory Coast”, (Seamless Interview, 2019). Here it was emphasized on having employees 

who worked adapted to the customers needs. A factor that was brought up as a key that made 

their entire business model and global presence possible was the emergence of communication 

media such as video-calling “Good and effective video communication in a cheap way has 

been a huge push in our success factor, it would not have been possible for us to grow if it 

wasn't for that” and pushed for the importance of building an infrastructure around this 

“Important to rethink your infrastructure when having a global presence so you don’t need to 

travel to each location to make a decision.”,  (Seamless Interview, 2019). Finally, being able 

to have consultants and take advantage of the emerging gig-economy has been another factor 

which makes it possible for them to enter new markets with ease where they will “engage with 

consultants and work with them for a year or two, find someone good, and then set up a direct 

office” (Seamless Interview, 2019). Now SDS only has directly employed employees in 

Sweden and in three offices in India however they have over 150 employees if including 

consultants.  

 

TaskRabbit 

TaskRabbit is a multi-national SME operating in the gig-economy as a marketplace that 

matches individuals demands for a service with an individual who can do this job. TaskRabbit 

currently has 200 employees in the US and the UK but operate in Canada as well, their 

headquarter is located in Silicon Valley, San Francisco however. The company was started in 

2008 and in 2013 they entered the UK by setting up an office in London. TaskRabbit had 

previously set up offices in several places in the US and entered Canada without establishing 

an office due to the proximity and “We needed time zone coverage. It mattered, it is also the 

reason why we didn’t put an office in Canada”, (TaskRabbit Interview, 2019). TaskRabbit 

wanted to go to Europe and when deciding what country to enter into, the factors they took into 

account in their location choice was firstly customer demand. Although France also had 

consumer demand, language was the determining factor for their choice to enter the UK. 

Secondly what was important for TaskRabbit was the market development in the potential 

location, it was important that “the sharing economy (gig economy), was still very new, and 
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we wanted to go to a place that was going to be welcoming with this new business model”, 

(TaskRabbit Interview, 2019). Therefore, the fact that there was some existing competition in 

the UK allowed them to have an ease of entrance as through their competitors marketing, 

consumers now recognized the gig-economy as an option. TaskRabbit was also able to learn 

from their competitors so that to tailor to the local needs. Although top managements networks 

and prior experience was claimed not to be a factor, it is worth mentioning “Our COO is from 

Scotland so he was instrumental in setting up that office. It was convenient for him to go”, 

(TaskRabbit Interview, 2019). The regulatory environment of countries became a factor as they 

choose to not go into Germany: “Germany for example is a much harder market for us based 

on regulatory laws because of labor laws. Let us go somewhere where the labor laws are more 

lenient”, (TaskRabbit Interview, 2019). TaskRabbit hired people who had worked with US 

companies earlier or people who had already worked with TaskRabbit in the US before, this 

was due to the fact that they wanted people who understood the US work culture. This was to 

minimize the cultural distances within their organization even though their culture was adapted 

to the UK, there is still an culture throughout the entire company. TaskRabbit made a case out 

of that geographic distance was important in location choice but not as a limiting factor but as 

out of a customer service viewpoint they needed to be able to cover the timezones, also 

mentioning that this is allowed through new technological advances: “With communication, 

meetings through video conferences which has helped, makes people feel like they are part of 

a team. The internet is a lot faster, we can provide security at a much cheaper cost.” (TaskRabbit 

Interview, 2019). TaskRabbit has since been successful in London and to summarize what 

factors where the most important factors for tech companies to evaluate where: “Customer 

demand, the opportunity, market readiness, what regulatory and legal hurdles that you have to 

overcome, the talent, can you hire people if you’re going to set up an office. And then I would 

say if you are a tech company that the tech talent is there. Lastly for us, the growth potential, 

is this a market which has significant growth potential.” (TaskRabbit Interview, 2019). 
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Interpretation and Analysis of Findings 

Step 1: Firm and Industry Specific 

Having presented the findings in the form of case studies written based on the answers of the 

participants of the interviews, one can clearly identify how obviously these takeaways reflect 

the determinants from the first step of the Two-Step model. As explained previously, the first 

step of the model consists of the determinants related to firm- and industry specific location. 

These elaborates on the resources exploitation of the firm and if internationalizing to a specific 

location can be supported by these determinants the firm should proceed to the second step. 

When analyzing the findings there is no doubt whether this first step of the model still applies 

on tech companies as all the firms interviewed stressed all factors as relevant for them in terms 

of determining location choice. As illustrated in table 3 all firms exclusively consider these 

factors when setting up a new office overseas. 

  

Experiential Learning 

As mentioned earlier in this paper, experiential learning notes that past investments as well as 

the time in a host country will increase the probability that the firm will continue to invest in 

the same host country. What can be seen from the findings from the interviews is that this is 

still very much a relevant topic for all four cases. A notable example of that is from A Society, 

when the subject of the interview discussed cultural differences in a developing country, stated 

that ‘’having a clearer communication and monitoring different deadlines more efficiently is 

something we have learned during the years we have been operating in this country as the 

employees need more steering or guiding’’ (‘’A-Society interview’’, 2019). Through this 

experiential learning, they have been able to adapt and become successful there. Sigma IT 

Consulting also describes how they have come to realize that when internationalizing they have 

to pick the right country and the right city to ensure that the right people can be hired. This 

demonstrates that location choice is important both for maintaining customer relationships but 

also for uphold business growth as it correlates with finding good competence, both according 

to Sigma IT Consulting and A Society. Furthermore, Sigma talk about the situation where they 

buy a company in another country and then “Sigmifies” it but implementing their own culture 

in the organization. This can be seen in a case in 2006 when a company in Ukraine was bought, 

through previous acquisitions they have learned that when applying the SIGMA way of doing 

business within the newly acquired company, it has the necessary factors for being successful. 
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They stressed that whether they are acquiring a new company or internationalizing to a new 

country, past experiences have given them the knowledge that by implementing their own way 

of doing business at that site, any project can be profitable. Another example of this was 

through Infobric, when they first internationalized, they maintained the same products which 

they sold in Sweden, however, as the Inforbric interview subject stated that, ‘’now we do a 

little more analysis and adapt a little. But we want to sell based on volume, sell a standard 

product. But in some instances we do create specific products like in the UK’’ (‘’Infobric 

Interview’’, 2019). So even though they want to sell based on volume, they realized that a use 

of scope economies was needed to adapt certain products in order to maintain sales in certain 

locations. 

  

Top Management Background 

The component of how management’s background and network has influenced location choice 

provided some interesting insights as the appearance of globalization could argue that personal 

networks have become less important. As explained earlier, how globalization has formed the 

modernized way firms compete and how services now are more easily tradable could support 

those thoughts. However, the interviews indicated that the background of the executives and 

their personal networks still have significant impact on location choice of tech companies. SDS 

decided to make business in Bahamas due to the fact that a former project leader still had a 

valid VISA there. It started with a request from a customer and when SDS realized that they 

could utilize their business network which made that business deal happen, something that 

would have been impossible otherwise due to the expensive VISA. A similar situation occurred 

at TaskRabbit, when they were expanding to the U.K, their Scottish COO played an integral 

part in that expansion.  It is clear that this is something which correlates to what was found in 

the literature review, as according to the findings in that, one of the main factors necessary to 

be successful within International Entrepreneurship was through social ties, and that is exactly 

what can be seen in the examples of SDS and TaskRabbit. A Society also discussed how their 

top management influence business operations and location choice as several markets are 

entered due to agreements made through executive’s personal networks. For Sigma IT 

Consulting they talked about how the desire from top management to establish an office in EU 

and they decided to go for Krakow in Poland as they had the best universities. So the 

management background and the expectation to benefit from higher level of education resulted 

in Sigma IT Consulting opening up in Poland. They explain how locating in cities with 
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engineering schools so that they can build long term collaborations with them, something 

which Sigma IT Consulting has found successful during the years is. This also implies that 

there is a correlation between the recently elaborated factor and the factor of experiential 

learning.  

  

Customer Relationship 

According to the Two-Step model; companies who engage in a client-vendor relationship are 

more likely to have their location-choice largely decided by their customer’s overseas 

expansion. As A Society answered to the question of what they saw as the most important 

factor in location choice: “Following the customers. They have a customer that wants their 

service to be provided on another site” ("A-Society interview", 2019). The importance of the 

customer relationship can truly not be underestimated, as both Sigma IT Consulting and SDS 

and TaskRabbit all claim that this is the most important factor for them when they are analyzing 

a potential location choice. SDS, A Society and Sigma IT Consulting all participate in a 

continuous recurring sales relationship with fewer clients whereas Infobric works with one-

time purchases which explains how the first mentioned tend to base their location choice on 

customer demand and “piggy-backing” on clients. As mentioned in the findings section the 

reasons for why Infobric is different from the other firms in terms of following customers to 

overseas markets is because of their tendency to have more one-time purchasing customers. 

However, they did speak about how it facilitates their possibility to generate sales on a newly 

entered market if they can demonstrate previously successful operations with the same 

customer on a home market. As an example the interviewee use PEAB and how their 

cooperation with them in Sweden has favored later agreements made in Norway. Something 

that symbolize how they benefit from customer relationships in terms of location choice and 

supporting this factors as an important determinant. 

  

Industry Characteristics 

The last determinant to consider in the first step of the model is the characteristics and 

competitiveness of the industry, both on the domestic and the international market. 

Particularly the factors of industry characteristics, which was frequently discussed as all firms 

explained how the certain essence of their industry, for example customer demands, had major 

impact on their location choice. One, once again can see how Sigma IT Consulting and A 
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Society are committed to entertain customer-vendor relationships as they have considerable 

influence on location choice. Hence, the industry characteristics and customer relationship 

factors goes hand in hand for the tech firms in the consulting industry. The same goes for SDS 

who stated that as long as you have a customer that is prepared to pay for your service you are 

set to establish on that market. This information implies that by accompany the industry 

characteristics and prioritize customer relationships it aids in building a strong case for a 

location that could be beneficial for a firm.  

  

These findings indicate that when internationalizing to a new country tech firms deeply 

consider the market potential before entering. Nobody enters a new country with a blank paper 

or without knowing what to expect. Based on the interviews conducted, in every case of 

internationalizing all the four factors included in the firm and industry specific step are 

determinants for location choice of these firms. 

 

Step 2: Country Specific 

When digger deeper and looking at the findings of the second step of the Two-Step model, it 

is important to try to understand why several of the determinants in this step no longer seem to 

have much importance. 

  

Availability of Natural Resources 

It is quite self-explanatory when looking at this determinant that, due to this report’s focus on 

the tech industry, the determinant of Natural Resources is not an applicable determinant to look 

at for companies when they should consider their potential location choices. Not during any of 

the interviews the subject of natural resources was stressed as a determining factor for location 

choice, and therefore this determinant is no longer relevant. This makes for an interesting 

finding, as it confirms the findings of the literature review, which stated that born globals 

contradict the traditional theory of internationalization as companies in the tech industry do not 

require a hefty amount of resources. 
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Inter-regional Ties 

Historical and political inter-regional ties and conflicts have been shown in the Two-Step 

model to be a factor in location choice for companies. However, when looking through the case 

studies, there appears to be little proof of this. A reason as to why this might be the case for 

tech companies nowadays is due to the emergence of born global companies. As all companies 

who participated in this research paper can be considered a born global company. And the 

reason why the emergence of born globals might have played a part is because they are 

companies which can operate in several international markets from inception. This means that, 

a determinant like Inter-regional ties is no longer as important of a factor as it has previously 

been. A company can now skip steps in the internationalization process and choose more freely 

where they want to go when deciding on a location choice. The result of present study revealed 

that Infobric has expanded into neighbouring countries such as Norway and Denmark. This 

could also be linked to the various distances between Sweden and the aforementioned 

countries, such as psychic or geographic distances. 

  

Distance Between a Home and Host Country 

The distance between the home and host country is a determinant which is difficult to analyze 

due to the fact that there it is made up several different distances, including the components of 

psychic distance, cultural distance, geographic distance, economic distance, administrative 

distance and institutional distance. All together they describe the differences between two 

countries and aids in evaluating attractiveness of a specific foreign country. As a majority of 

the participating companies are born globals, this means that a component such as geographic 

distance was found to be fairly irrelevant. The only two companies’ which took geographic 

distance into account was Infobric and TaskRabbit. However, the only reason they did that was 

simply strategically rather than ability, as the subject said that ‘’we have the potential to go all 

over the world but we have chosen to focus on Northern Europe, most specifically the Nordic 

countries’’ (‘’Infobric Interview’’, 2019).  Similarly, TaskRabbit actually saw it as a positive 

factor, as they wanted to open up an office in the U.K so that they had an office adapted to 

cover for the time zone difference. Hence it can be concluded that geographic distance is not a 

hindrance for companies when evaluating their location choice, but rather something used to 

obtain a strategic advantage. 
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When analysing the weight of each component, it was discovered that the cultural distance was 

the distance which has caused the most trouble for the companies when locating to new places, 

as Sigma said ‘’there’s huge difference culture wise, when establishing in the U.S and India 

for example, they are two completely different expansions’’ (‘’Sigma IT Consulting 

Interview’’, 2019), and Infobric discussed how Norway was chosen as their first international 

location largely due to the belief that the culture would be very similar to Sweden, but due to a 

lack of preparedness, it came as a surprise to them how different the cultural and psychic 

distances actually were, despite their geographic location. As components such as psychic 

distance and economic distance were also influential for the companies. An example of the 

effect of the economic distance between two countries, SDS stressed how they moved parts of 

their Swedish office to other countries due to the issue of differences in wages and the fact that 

hiring Swedish workers is much more expensive compared to some other countries. Moreover, 

a large part of the Swedish office was replaced by an office in Pakistan as their CEO stressed 

that they can get “an entire team of ten Pakistan workers instead of a single Swedish worker”. 

It is evident that most of these factors are still very important to take into consideration for 

companies, however due to the nature of companies in the tech industry, there does not be a lot 

of weight placed on the geographic distance, but rather to focus on the other ones. 

 

Macroeconomic Environment 

The macroeconomic environment consisting of market size, its growth, barriers to trade, cost 

and availability of labor, transportation and information costs, infrastructure and government 

initiatives, country openness, trade and tax regulations and exchange rates are all factors in 

location choice for companies. In most instances, based on the answers from the interviews, 

even though a company can enter almost any country, there are still certain macroeconomic 

factors which lead them to avoid certain places, as is evident by the findings. One example of 

this was with political differences and the openness of a country, this was seen as the only 

barrier of entry mode for SDS, as the subject used the example of not being able to enter South 

Sudan because of an embargo placed by the U.S, however once that was lifted by Obama they 

were able to enter. Similarly, the subject from A Society discussed how one of their clients 

would not enter a country which is a dictatorship, and that meant that they would be unable to 

enter that country as well. Similar to that, TaskRabbit, with their business model have made 

sure to avoid a country like Germany, due to the labor laws which they have, and deemed the 

U.K a better choice. Although it has been found that macroeconomic factors have been used as 
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a determinant to avoid locations, it is still also something which is used to locate attractive 

countries or cities to move to. The main area where this is true within is the area of finding the 

best availability of labor. A great example of this in the findings was how Sigma liked to look 

for cities with great universities when looking for cities to locate in, in order to work together 

with those universities and take help from students working there, which as mentioned earlier 

is why they ended up in Krakow, Poland when examining where in Eastern Europe to locate. 

This means that the Macroeconomic Environment is still very much an applicable country 

determinant for companies to evaluate and take in to consideration, both in terms of analyzing 

the attractiveness, but also the unattractiveness of a specific country when considering whether 

or not they should locate there. 

  

Agglomeration or Clustering 

Named previously, geographically concentrated clusters are often the result of knowledge 

intensive areas with high level of entrepreneurship. The way in which the different companies 

looked at clusters, as seen through the case studies, appears to differ depending on what 

industry they are in. For example, as mentioned in the findings, the consulting industry, which 

Sigma IT consulting and A Society are a part of is one where they actively see this as a big 

advantage. The reason the industry is that way is because the companies need clients, and 

clients exists all over the world, and if there are a lot of clients in a specific market, then it is 

just more of an incentive for those companies to enter that market. TaskRabbit stated that ‘’ the 

value of those is that they were doing a lot of marketing, press, PR, which is essentially defining 

that this option is now available’’, demonstrating the benefits which they experienced from 

having competitors in that industry. On the other hand, when looking at SDS, who are in a 

more niched industry, they did not look as kindly towards it. Therefore, despite there being 

instances of the companies choosing a location based on knowledge intensive reasons such as 

Sigma opening an office in Seattle where they are working with Microsoft. An argument can 

be made that this determinant is more relevant in the first step of the Two-Step model, as it 

appears to be more industry specific rather than country specific in most cases. 
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Table 3 

Company Seamless 

Distribution 

Systems 

Infobric A Society SIGMA IT 

Consulting 

TaskRabbit 

Determinants: Step 1 Step 1: 20/20 = 100% correct 

Experiential Learning Yes Yes Yes Yes Yes 

Top management 

background 

Yes Yes Yes Yes Yes 

Customer Relationship Yes Yes Yes Yes Yes 

Industry Characteristics Yes Yes Yes Yes Yes 

Determinants: Step 2 Step 2: 13/25 = 52% correct 

Inter-regional ties No Yes No No No 

Macroeconomic 

environment 

To some extent Yes Yes Yes Yes 

Distance To some extent Yes To some extent To some extent Yes 

Availability of natural 

resources 

No No No No No 

Agglomeration Yes No Yes Yes Yes 

 

Additional Factors to Consider in Location Choice 

As this research paper focuses on a relatively new and unexplored industry in terms of location 

choice, it is natural that there was going to be certain determinants which are not applicable. 

This also means that there might be new determinants which are necessary for companies which 

have not previously been taken into account. Below are those factors which were found to be 

important for the participating companies.  

  

As mentioned in the findings the phenomenon of gig-economy was something brought up by 

the companies interviewed and a significant part of the business model for A-Society, SDS and 

Sigma IT Consulting and TaskRabbit. Perhaps the fact that the gig-economy allows companies 
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to enter markets with smaller risk and therefore the macroeconomic factors as well as the 

various distances become less crucial. A gig-economy also allows for the opportunity to 

quickly enter or leave a location. 

  

Digitalization is expressed by the companies as a key factor to their success in location choice 

and internationalization. The fact that the companies can monitor and communicate with 

offices across the globe allows them to set up an office abroad while still maintaining 

governance and follow up on them. This could be argued that it allows for companies to have 

less risk when establishing an office abroad. Four of the five companies interviewed also 

offshored parts of their production or sales and had continuous and often communication with 

them. Besides the cost aspects of it, SDS claimed that setting up a sales office in Dubai lessened 

the psychic distances and facilitated the sales process with countries they wished to enter in 

Africa. Not only does this help in sales but it also allows the transition into setting up an office 

in countries that would have been had a large and possibly difficult distance to overcome if 

going directly from home country which is Sweden in SDS’s case. 

 

Lastly, one determinant which was found from the data collection which is not included in the 

current Two-Step model is the factor of having the right human capital. This was seen firstly 

at Sigma IT Consulting, who claimed that this was, along with customer demand the most 

important factor for them. This is a crucial factor as A Society stated this as well, as the subject 

from them said that finding passionate local human capital is crucial, otherwise the 

internationalization has to wait. This was also the case with both SDS and with TaskRabbit that 

demonstrates that this is a determinant which appears to apply in all industries, making it a 

determinant worth including in a new framework.  
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Conclusion 

To conclude the findings and analysis of the company cases in this research paper, there are 

many factors that are important for the location choice of MNEs which also hold for high tech 

companies as well, although some of them do not. Something which has been made clear is 

that all determinants in the first step of the Two-Step model are very much relevant to consider 

for each individual company which was studied. However, what can also be seen is that through 

the emergence of born global companies and the rapid growth of technology in the world, there 

are certain determinants in the second step that are not as vital or applicable to consider when 

operating in the high tech industry. In addition, another important conclusion which can be 

drawn from the analysis of the findings is that there are certain factors specific to the tech 

industry which were not in the original Two-Step model. Overall, to answer the research 

questions, through the reading and analysis of the current existing literature, along with the 

empirical findings gathered from the interviews, the study can conclude that firstly, answering 

the question: Which factors influence the foreign location choice of tech companies? The 

finding is that any determinant part of the first step of the model still has a huge influence on 

the foreign location choice of a high tech company, those being: Experiential Learning, Top 

Management Background, Customer Relationship, & Industry Characteristics. The reason for 

this being that step 1 relates to determinants which are industry specific, and since each industry 

differs, all of these determinants are crucial for each individual industry to take into 

consideration. However, it can be argued that based on the findings that only three, at best four, 

depending on what specific industry the company is in, out of the step 2 determinants are still 

relevant and applicable, those being: Macroeconomic Environment, Distance, and 

Agglomeration. 

 

To answer the second research question: How does the technology aspect of tech companies 

influence foreign location choice? It can be concluded that through the emergence of born 

globals and the rapid growth of technology, the factor of digitalization has been a huge driving 

force in the success of all the companies which were interviewed, as it has removed a lot of 

potential barriers to entry and allowed these companies to operate almost anywhere across the 

globe. This is due to the ease of communication which makes it possible to govern offices all 

over the world from a centralized headquarter. Furthermore, the introduction of a gig-economy 

has also been a factor which has had a positive influence in several of the cases, as it has 

allowed firms to enter markets at a lower risk. Lastly, one of the most important factors 
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according to our findings is human capital, for the location to be able to provide expert-

knowledge. This could be seen through the emergence of companies clustering in knowledge-

intensive locations. 
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Discussion 

This section of the thesis will review the existing literature on the topic and discuss which 

aspects of it which are currently not considered. This will be followed by the findings which 

contradict the current existing literature followed by an explanation as to why this may be. 

Lastly, a new version of the Two-Step model, applied to tech companies will be presented. 

 

When examining the current literature, the effect of product adaptation in the technology 

industry following the enhance of globalization as well as digitalization was not considered. 

While the current literature mentions ways in which companies may spot opportunities or gain 

a competitive advantage, there is no mention of how, due to the nature of born global firms, 

they often have products which need little adaption to certain markets, which was something 

found in the interviews. In fact, it was only Infobric who mentioned how they made some 

product adjustments when entering UK.  However, while the local aspects of products and 

services in different markets are not as applicable in the tech industry, the importance of having 

the right human capital, which was another topic without a lot of current existing literature, 

was strongly stressed by the interviewees. An example of this was stressed by Sigma IT 

Consulting, who mentioned it as one of the two most important factors when internationalizing. 

So in the tech industry, the human competencies aspect has not been affected by globalization 

or digitalization, however product or service adaptation has. 

 

Another aspect which was not fully considered by scholars, is the practice of using 

piggybacking as definitive loadstar for internationalization. Although one can argue that there 

is a connection to the factor of agglomeration, piggybacking is more categorized through 

unauthorized use of resources. This was heavily stressed by for example A Society who meant 

that by following the gig-economy trend and piggybacking on different competitors they have 

found a winning concept. As their service and the business they are making is applicable 

worldwide, there is not really necessary to put a lot of emphasis on locating themselves in 

clusters. Although outcomes such as knowledge spillover is a clear advantage, those 

concentrated areas also tend to be more saturated (Parker, 2005). And as communication 

nowadays is more mobile and digitalized this also diminishes the importance of locating in 

knowledge intensive areas. Hence, it is possible to state that agglomeration does have a 

decreasing impact on firms offering products or service to a global market.  
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When looking at the existing literature then at what our interview subjects said, some 

contradictory findings were found, firstly, the current existing literature puts a lot of emphasis 

on the importance of the geographic distance, more specifically, that the larger the distance the 

less likely the firm will locate there. However, in the few instances where geographic location 

was of significance for the cases, it was actually found to be a positive factor. Especially in the 

case of TaskRabbit, who wanted to open an office in the U.K in order to have a greater time 

zone coverage. Another finding, which was contradictory to the current literature, was in 

relation to the economic distance. The existing literature states that a  

strong correlation between GDP per capita and trade flows, as richer countries usually engage 

in cross-border economic activities to a larger extent compared to poorer countries (Ghemawat, 

2001). The GDP per capita was not seen as a factor as to why the company’s interviewed would 

avoid certain countries, but rather whether or not the right human capital existed, as seen in 

both the case of SDS, as well as A Society and Sigma IT Consulting. 

 

In sum, the appearance of globalization and digitalization does not only come with new 

business opportunities. Several challenges have also emerged as a consequence of this shift. 

Our findings combined with the existing literature clearly suggest a change in the business 

environment for technology based firms. The interviews contributed with opinions and 

perspectives on what factors, at a larger extent than the originally stated determinants that 

influence location choice for these firms. 

 

The Revised Two-Step model: Applicable for Tech Companies 

After a thorough analysis of the findings, the Two-Step model has been reconstructed in a way 

which makes it the most applicable for Tech Companies. As discussed, all original 

determinants in the first step are still applicable, however, it has been found that under Industry 

characteristics, two specific sub determinants are necessary for tech companies to consider and 

they are Agglomeration, which is still a determinant in step 2, however it is important for 

companies to consider, as the importance of it depends on the industry as well. Secondly, 

certain tech industries considered strongly the presence of a gig economy hence this is another 

sub determinant important to consider. 
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In the Second Step, two of the previous determinants, Inter-regional ties & Availability of 

natural resources have been removed, as due to the findings, it can be assumed that these are 

not seen as vital enough to be included in the model for tech companies.  However, there has 

also been a new determinant which has been added, which is Human Capital. Through the 

interviewee's statements, it was deemed that this is a crucial aspect in determining a location 

choice, as several of the companies stated that if the right human resources were not present, 

then they would not open an office in this location.  

Figure 2 

 

 

Determinants in Step 1 of the model 
(The determinants in this step facilitate resource deployment 
internationally for exploitation or exploration) 

 Experiential Learning 

 Top Management background & 
Networks 

 Customer Relationships 

 Industry characteristics 

 

Step 2: Use the following determinants to 
evaluate attractiveness of a host country 
for resource deployment 

 Macroeconomic environment 
 Distance between home and host 

country 

 Human Capital 
 Agglomeration 
 

If the response as a result of evaluation in Step 2 is 
YES, locate in the host country, OTHERWISE, do not 
locate there 
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Limitations and Strong Points 

In this part of the paper the challenges and limitations encountered in the research are discussed. 

The limitations will be separated into two categories: inherent challenges and data collection 

challenges. The first category entails the inherent challenges that were prevalent before even 

starting to conduct the interviews. The second category is in regards to communication and the 

data collected. 

 

Inherent Challenges 

During the time of conducting the qualitative study, one challenge that was encountered was 

amassing interview subjects. The study group selected companies that matched the criteria and 

reached out to both unknown company representatives as well as contacted companies through 

acquaintances and contacts. As interviews were held with companies from different countries 

and time zones this proved a challenge as the researchers had to adapt more to different 

cultures, processes and visions. As the tech industry is a very broad field difficulties were faced 

in making questions that were relevant to the entire spectrum of companies interviewed as well 

as companies operating in several different sub-fields of the tech industry were included. 

Companies operating in the gig-economy, digital distribution platforms, tech consultancy and 

construction digitalization were included. Although this gives less specific results, it also 

allowed to get several different industry and country perspectives. 

 

Lastly, as the topic of the paper is a question that is the responsibility of high ranking executives 

at companies making long term strategic plans. Being three students, there is the possibility of 

being perceived as unqualified and inexperienced and thus not worthy of the companies’ time. 

The study group tackled this by presenting the problem with the current models and how they 

are in fact very much based on research done before the digitalization and globalization known 

today took place so as to present why meeting with the authors can provide value for them. 

Also by using own networks it allowed the researchers to have a personal connection to the 

interviewees so as to bypass the hierarchical challenges.  
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Data Collection Challenges 

Interviewing high ranked executives proved to be difficult to an extent. As some questions 

brush upon where they have previously failed or had shortcomings which may not be something 

an executive wish to disclose without gain from it. The location choice strategy for some 

companies is a core strength of their competitive advantage, especially in highly competitive 

industries such as consulting. This meant that some answers may be limited, however the 

interviewers managed to bypass this through formulating questions not in regards to their 

specific strategy, but rather to what determinants are essential in investigating when creating a 

location-choice strategy. Further, the interviewers managed to build up trust throughout the 

course of the interviews which allowed more open answers towards the end. Another reason 

for this was the fact that leading questions were posted, bringing up examples of factors and 

ask if these were of importance in order to triangulate. 

 

Due to the nature of present research methods many open questions were asked during our 

interviews which allowed the interviewees to maintain some control over the interview. This 

meant that the interviewees also had the possibility to give answers not fully relevant to this 

study as well as choose to avoid questions entirely. Another data collection limitation is the 

fact that this study includes researching largely tacit knowledge, therefore in the majority of 

the companies interviewed the executives believed their location choice strategy to be simpler 

and with less factors than it was actually discovered after some investigatory questioning. To 

get proper responses, the interviewers were in some instances forced to circle back to questions 

and ask leading questions. 

 

Finally, four out of five of the companies interviewed conducted business on a B2B basis. This 

may be a limitation as this is not a truly representative sample of the tech industry and if the 

focus of the interviews was done on more B2C companies, the study could have included a 

more representative sample. This issue was dealt with by interviewing the fifth company. That 

company was a B2C company which provided further insights on location choice for firms in 

the consumer market. 
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Implications and Future Research 

This paper has researched the determinants of location choice for tech companies and how it is 

compared to traditional models for evaluating locations factors before digitalization and 

globalization became as widespread as it is today. This study has added, to the existing 

literature, evidence showing that technology companies with high digital presence have fewer 

hinders to take into account in location choice. Further, the result has brought up potential 

factors, such as the emergence of human capital, high-speed communication and the gig-

economy. The importance of human capital, is although not a new a fact. This can have 

implications for managers looking at internationalizing their tech company so that they can 

choose what factors to evaluate potential locations through. Since this is still a recent and ever 

changing phenomenon the authors believe that further studies can be done on this topic. 

Further, the suggestion is that it would be relevant to conduct the same research as we have 

done on a larger scale to make generalizations possible. To do this it is recommended to have 

a larger number of companies researched as well as to conduct this research on a specific 

segment of the tech industry or the tech industry from a specific country to get a more 

homogenous group. The research question could be narrowed down as well to only focus on 

the internal or external location choice factors so as to gain a more focused and detailed view 

of each part. 

 

Finally, it could be beneficial to study how upcoming trends will affect location choice, trends 

such as the gig-economy which allows for companies to enter countries without directly setting 

up offices.  
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Appendix 

Interview Questions 

1) Please tell us a little bit about yourself and your role within the company 

2) Tell us a little bit more about the company and what it is you do? 

i) Founded year? 

ii) What industry are you operating within? 

iii) Number of employees? 

iv) Operating in which countries? 

v) How does your customer relationship work? Are you a B2B or a B2C 

company? 

3) Would it be true to classify your company as a tech company? 

4) Are you familiar with the concept born global? Do you consider your company as born 

global? 

a) If not, why? 

b) If yes, was this always your intention? 

5) What was the first country your company chose to internationalize to? 

a) How soon after your creation did you internationalize? 

6) What did you consider to be the most important factors when you decided to internationalize? 

a) Which countries did you choose from? 

b) Inevitably, why did you choose that specific country rather than the other options you 

considered? 

c) Would you say that your companies top management or firm’s background 

influenced the location choice? 

d) In hindsight, what were some factors you did not consider when evaluating your 

location choice options? 

7) Who do you consider your main competitors to be? 

a) Are they operating in the same international locations as you? 

i) If yes, did their location choice influence yours and vice versa? 

ii) If yes, are you familiar with the concept called clustering and do you intend 

to use this approach to determine a potential location choice? 

iii) Is there any specific factors, such as knowledge spillover, resource base or 

infrastructure, that you search for extra carefully in a potential location? 

8) Have you internationalized to any more countries since then? 

a) If yes where and when? 

b) If no, are you planning on doing so in the near future? 

9) Was the process easier the second time? 

a) If yes what factors played a part this time which were not considered the first time? 

10)  Overall where has the experience been better and why? 

11)  Now that you are an established company operating in multiple locations, what would you 

say are the most important factors for tech companies when evaluating location choices? 

 

 

 

 


