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Abstract  

Purpose – Previously, modularity has mainly been studied in a production context. This 
paper highlights the opportunities and challenges of a modular strategy in an 
internationalisation context. It identifies which module components become active when 
entering new markets and suggests a model for how a modular internationalisation 
architecture can be designed.  

Design/methodology/approach – Results from a single case study of a multinational 
corporation in the vehicle industry, where managers of different departments involved in the 
internationalisation process support the possibility to create a modular internationalisation 
architecture.   

Findings – The findings suggest that the most important opportunities arising from 
modularity when entering new markets are the clear structure and shorter time to market. The 
main challenges to overcome are the risk of loss of flexibility and the issues of designing a 
modular architecture. Based on the key components in the case firm, one initial project-based 
departmentalised matrix structure is designed which can also help overcome the issues of 
choosing between standardisation and adaptation.  

Practical implications – The modular internationalisation architecture may help managers in 
multinational corporations who are already working with modularity in production to also 
organise the internal structure of their internationalisation process.  

Originality/value – This study includes a new model for multinational corporations entering 
new markets – the modular internationalisation architecture – which makes it possible to 
structure processes depending on internationalisation factors. The model should be seen as an 
initial suggestion of how a modular internationalisation architecture can be designed, but it 
may need to be further developed and tested.   

Keywords – International business, Internationalisation strategy, Organisational structure, 
Modularity, Modular processes, Modules, Components   

Paper type – Master’s thesis  
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1.   INTRODUCTION 
While some scholars support the view that the world is becoming more heterogeneous 

(Douglas & Wind, 1987), others believe that the world is instead becoming more 

homogeneous (Levitt, 1983). It has led to the debate over whether a standardisation or an 

adaptation strategy is preferable in an internationalisation context; a debate that has been 

going on for over five decades, without any consensus among scholars (Ryans, Griffith & 

White, 2003; Nasir & Altinbasak, 2009, Vrontis, Thrassou & Lamprianou, 2009). For firms 

entering a new market, a paradox appears where they cannot reach the advantages of 

standardisation, such as economies of scale and a faster process, at the same time as they 

reach the advantages of adaptation, which is a solution more tailored to the customer. 

However, with a modular strategy instead, it should be possible to reach these two 

contradictory parameters at the same time and achieve what is called mass customisation 

(Kratochvíl & Carson, 2005; Bask, Lipponen, Rajahonka & Tinnilä, 2011).  

 

Baldwin and Clark (1997) described modularity as “...a strategy for organizing complex 

products and processes efficiently” (Baldwin & Clark, 1997, p. 86, for a glossary, see 

Appendix A). Frigant (2007) compared modularity with LEGO, where different modules, or 

LEGO bricks, can be assembled to create a whole. The LEGO bricks must be designed and 

shaped in specific ways in order to fit together, yet they may vary in colour. By having a 

limited amount of alternative LEGO bricks, it is possible to still assemble an enormous 

variety of final creations. In a business context, the LEGO bricks – used as a metaphor – are 

obviously more complex, but the way of thinking is similar. A firm can build up standardised 

processes or products, but can also customise them differently depending on demand. By 

doing so, a firm can reach economies of scale and a tailored solution at the same time; or 

rather to mass customise, as Bask et al. (2011) called it. Mikkola (2007) developed the 

research field of modularity in a production context, and stated that the modules in turn can be 

broken down into different components. Simon (1962) divided complex systems into 

subsystems, where the subsystems had stronger internal than external connections. By using 

his thoughts, the different departments active in a firm when entering a new market can be 

seen as modules, and the processes, the specific department performs, can be seen as 

components. All the components added together create a complete modular 

internationalisation strategy. In practice, Mikkola (2007) also argued that the components 
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differed in types – similar to standardisation and adaptation – and thereby distinguished 

between standard and unique components. Both component types can thus be either 

customisable or non-customisable. 

 

Not only are there advantages of reaching economies of scale and a customised offer at the 

same time, modularity seen from a production perspective can also lead to other benefits. By 

implementing a modular strategy, a firm will gain an enormous amount of flexibility 

according to Baldwin & Clark (1997). With modularity, one can change a component without 

affecting other components or modules at the same time (Pawar, Menon & Reidel, 1994). 

This opens up a window for renewal within a particular module or component. Modularity 

can boost the pace of innovation and the time business leaders have to respond to 

competitors’ moves can shrink (Baldwin & Clark, 1997). Added to that, Frigant (2007) stated 

that modularity can reduce the time to market by making it possible to work in parallel rather 

than in sequence. It may also be possible to more easily outsource and delegate certain 

organisational functions, or modules (Baldwin & Clark, 1997; Lau, Yam & Tang, 2010; Bask 

et al., 2011). 

 

1.1 Problem Discussion 
With the evolving global economy, modularity has become a recognised and important 

phenomenon in order to create production strategies for achieving cost-efficient mass 

customisation (Bask et al., 2011). Even if modularity has mainly been applied to various 

businesses within a production context, there are also examples from the service domain and 

some in organisational design (Kratochvíl & Carson, 2005). However, modular processes 

have, to the knowledge of the authors, not been studied in the context of internationalisation 

strategy. It is uncertain whether the advantages of modularity that can be reached in a 

production context, can also be found in internationalisation strategy.  

 

Two of the most common theories in internationalisation are the Uppsala internationalisation 

process model and the Transaction cost theory. Johanson and Vahlne, who created the 

Uppsala model (1977), argued that the markets differ so much that small steps must be taken 

when entering new markets. But what if a multinational corporation already exists in over 100 

markets and has over 50 years of international experience? Does a firm like that have enough 

experience of how to internationalise that it does not need to take the first incremental steps of 
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gaining market knowledge in every new country? Does it always have to start from a blank 

piece of paper every time they enter a new market? The Uppsala model is slow (Forsgren & 

Hagström, 2007) while modularity saves time (Pawar et al., 1994) and a modular 

internationalisation strategy may be a possible way to cut the time it takes to enter a new 

market.  

 

Baldwin and Clark (1997) distinguished between modularity in production and modular 

processes. Since much of the prior research focused on production and on the opportunities 

and challenges in that context, less knowledge about modular processes exist. It is possible to 

question whether the advantages and disadvantages differ between production of modular 

products and modular processes. Furthermore, there seems to be no knowledge about how to 

design a modular architecture in internationalisation. This theoretical gap is important to fill 

as in order to be able to compete in a world of modularity, business leaders have to redesign 

their internal organisations (Baldwin & Clark, 1997) and consequently create modular 

organisational structures (Wang, Chen & Li, 2008). According to Baldwin & Clark (1997), 

when creating a modular strategy, three design rules must be fulfilled: an architecture that 

specifies the structure of the different modules; the interfaces that shows how the modules 

interact; and the standards that determines the performance of the modules. 

 

1.2 Purpose of the Study 
With the assumption that modularity in the context of production can reduce cost and 

customise the offer at the same time and thereby make it possible to reach mass 

customisation, it is interesting to investigate modularity also in the field of internationalisation 

strategy. In order to do so, this thesis will be based on a case study, focusing on the 

headquarters of a multinational corporation in the vehicle industry. The case firm has, 

according to Marketline (2014), 41.000 employees and is familiar with the concept of 

modularity. However, it has not to date implemented a modular strategy for the 

internationalisation process. By using a qualitative approach, deeper knowledge about 

modularity will be gained and it will be possible to investigate the opportunities and 

challenges of a modular internationalisation strategy. Since most literature about modularity 

focuses on products in a production context, we want to investigate the processes that are 

active when entering new markets. According to Sanchez and Mahoney (1996), modular 

products are best produced in modular organisations. The case firm has also expressed an 
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interest in investigating the opportunities and challenges associated with modularity in an 

internationalisation context. 

 

The purpose of this paper is threefold. First, it is to find and highlight the opportunities and 

challenges of using modularity in an internationalisation strategy context. Second, it is to gain 

a deeper understanding of the components that become relevant in each module when 

entering a new market. Third, it is to gain a deeper understanding of how a modular 

internationalisation architecture can be designed. As it is a limited possibility to make 

generalisations from case studies, the findings should be seen as a basis for further research 

on modularity in the context of internationalisation strategy. Our contribution will be limited 

to the modular architecture – the internal structure – as an initial step of modularity in this 

field. The focus on interfaces and standards are left out as a suggestion and recommendation 

for further research. The aim of this paper is to answer the following questions: 

 

1.3 Research Questions 

• What are the opportunities and challenges associated with a modular 

internationalisation strategy in a multinational corporation?  

• Which module components will be suitable in the creation of a modular 

internationalisation strategy architecture?  

• How can a modular internationalisation architecture be designed? 
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2. LITERATURE REVIEW 
This chapter first presents prior research about internationalisation and organisational 

structures, important to be able to understand the context and design of an internal 

architecture. Thereafter, the debate between a standardisation or adaptation strategy is 

presented which leads in to a middle way of the contingency approach and mass 

customisation, something that can be a solution to this on-going debate. Mass customisation 

can be put into practice with modularity, which is the core of this paper, and presented last in 

the chapter.  

 

2.1 Internationalisation in Theory and Practice 
Multinational corporations are those that operate both in their domestic market and abroad; 

increasingly active in foreign markets. Internationalisation refers to organisational activities 

firms perform when they increase their activities into foreign markets (Sachse, 2012). When 

firms enter a new market, they can, according to Hollensen (2008), internationalise by 

exporting, cooperating, acquiring an existing firm; merging with another firm; or by starting 

up a subsidiary from scratch – a greenfield.  

 

The academic research on internationalisation strategy includes theories and models of how 

and why firms choose to establish themselves abroad. Many internationalisation theories have 

been presented over the years, of which the Uppsala internationalisation process model and 

Transaction cost theory are two of the most discussed.  

 

Transaction cost theory is an economic approach, developed from Coase (1937). The effect of 

the theory is that firms enter new markets when they can offer something to a lower price than 

the transaction cost between a buyer and a seller. Granovetter (1985, p. 481) called the theory 

a “thought experiment” since it lacked how social relations and networks affected firms’ 

decisions. The Transaction cost theory does not either mention how a firm can enter new 

markets.  

 

According to the Uppsala internationalisation process model, a firm will increase its 

commitment to the market when knowledge about the market increases (Johanson & Vahlne, 

1977). The model was based on previous work by Johanson and Wiedersheim-Paul (1975), 

which explained that firms internationalise by starting with only sporadic export. When the 
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knowledge about the market increases, the firm will continue its internationalisation process 

until they have enough knowledge to establish production within the foreign market. Process 

models assume that a decision to initiate internationalisation is largely conscious and realised 

in a step-by-step approach along an establishment chain (Sachse, 2012). In the Uppsala 

model, psychic distance is an important factor when entering new markets. The consequence 

is that firms tend to enter markets with, for example, low differences in language, business 

practices and differences in industrial development, before entering other markets, since that 

is where the market knowledge is higher initially (Johanson & Vahlne, 1977). It has been 

criticised, for example by Axinn and Mathyssens (2002), for being less adequate since the 

world is changing. Due to globalisation, psychic distances between countries tend to be lower 

than before, according to Levitt (1983), who supported the idea that the world is becoming 

more homogeneous. The Uppsala model is, according to Forsgren and Hagström (2007), a 

slow model which means that time is required to follow the model.   

 

2.2 Organisational Structures 

The first step towards a modular strategy is to design an internal structure, or what Baldwin 

and Clark (1997) refer to as an architecture. Hollensen (2008) distinguished between five 

different stages in the structural evolution, as time evolves in international operations. The 

first stage is an ad hoc exporting with no particular structure. The second stage is the 

functional structure, which divides departments into their role in the firm. As international 

sales grow, an international divisional structure may emerge. The international division 

incorporates international expertise, information flows, etcetera; which is the third stage. The 

fourth stage can either be a geographical structure, useful if the company has a homogeneous 

range of products and needs a fast and efficient world distribution, or a product divisional 

structure, appropriate under conditions where the products have potential for a worldwide 

standardisation. The final stage is the matrix structure where two dimensions, such as 

products and geography, can be put together. This structure is very useful for firms that have 

both diversified products and are geographically spread. Matt (2007) stated that to overcome 

many structural problems, and at the same time to be able to address multiple business 

dimensions using multiple command structures, one can arrange the different functions into a 

matrix structure. The matrix approach supports better planning and enables faster response to 

client and market demands. Mintzberg (1993) explained that the matrix structure could have a 

permanent or a shifting form. The shifting matrix structure is used for project work. In those 
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cases, the organisation operates as a set of project teams and the project leader draws the 

members from the different functional departments. The leader of the project has formal 

authority over the members, but the structure organises the task-force leaders alongside the 

functional managers, sharing power equally with them. Bhattacharyya (2009) and Mintzberg 

(1993) divided the most common departments, which can act as support departments to for 

example a project leader, into production, selling, financing, buying, accounting, personnel 

and research. All these departments can of course be sub-divided into many more units. 

 

2.3 The Standardisation versus Adaptation Debate 
With a structure of an internationalisation strategy is in place, the firm needs to decide 

whether it should use similar processes and products worldwide or if it should adapt to the 

local conditions. In over fifty years there has been a debate between standardisation or 

adaptation, and which of the two strategic directions is the most effective (Nasir & 

Altinbasak, 2009; Ryans et al., 2003; Theodousiou & Leonidou, 2003). Ryans et al. (2003) 

argued that the reasoning behind the ongoing debate is the lack of a fundamental framework, 

due to disagreements over the assumptions made in the research field. There were no 

standardised definitions about what standardisation and adaptation was (Ryans et al., 2003). 

The debate about standardisation versus adaptation has mainly been researched within the 

field of international marketing strategy, but the issues are relevant also when not explicitly 

focusing on the marketing mix. Szymanski, Bharadwai and Varadarajan (1993) divided the 

choice of standardisation and adaptation into three levels: the strategic orientation, the 

strategic resource mix, and the strategy content. While the strategic resource mix and the 

strategy content aims more towards marketing issues, the strategic orientation is applicable 

for internationalisation as a whole. It aims to develop an understanding of whether the 

standardisation or the adaptation approach is suitable. Jain (1989) distinguished between the 

international marketing program and the international marketing process. The marketing 

program consisted of whether a firm should use a standardisation or adaptation strategy in the 

marketing mix, while the marketing process determined if a firm should have standardised or 

adapted processes supporting the implementation of the marketing program. 

 

Even if empirical studies have been conducted, they have not reached a broad acceptance 

since the researchers could not agree on the initial premises. Theodosiou and Leonidou (2003) 

claimed that the previous research gave confusing and contradictory findings due to imperfect 
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research design, poor analytic techniques and inappropriate conceptualisations. Further, 

researchers also disagreed on how to measure effectiveness. For example, Dawar and Parker 

(1994) took a consumer approach, judging standardisation versus adaptation effectiveness by 

measuring consumer behaviour, while Jain (1989) argued that effectiveness should be 

measured by the economic payoff.  One of the most fundamental cornerstones in the debate is 

whether the world is becoming more homogeneous or more heterogeneous (Ryans et al., 

2003; Vrontis et al., 2009). Advocates favouring standardisation tend to describe the world as 

more homogeneous while the adaptation side speaks for the heterogeneous view of the world 

(Nasir & Altinbasak, 2009; Ryans et al., 2003; Vrontis et al., 2009). Both sides have relevant 

arguments supporting their view. 

 

2.3.1 Arguments Supporting a Standardisation Strategy 

Levitt (1983) was one of the researchers supporting a standardisation strategy. From his point 

of view, the technological development facilitated communications, travelling and 

transportation. This development gave people new insights, which reduced the regional 

preferences in the world. Internet, the reduction of legal barriers, the increased number of 

trade unions and common markets also spoke for a standardisation strategy (Nasir & 

Altinbasak, 2009). For firms, this means that they can sell the same products everywhere, 

which leads to economies of scale and lower costs (Levitt, 1983). The competition itself 

drives firms towards cutting costs, which is achievable in the theory of standardisation (Nasir 

& Altinbasak, 2009). Theodousiou and Leonidou (2003) added that a standardisation strategy 

can create a coherent brand image and is thereby easier to control from a managerial 

perspective. 

 

Filipe Lages, Luís Abrantes and Raquel Lages (2008) summarised a list of when to use the 

standardisation strategy. The main suggestions when a standardisation strategy is preferred 

are in the following situations: 

• When the home country and the country abroad are in the same stage of economic 

development. 

• When the cost of adaptation is high. 

• If the firm is producing technically complex products. 

• When the customers have similar consumption patterns at home and in the foreign 

market. 
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Researchers supporting a standardisation strategy also agree that it is impossible to 

standardise everything completely (Levitt, 1983; Jain, 1989). Levitt (1983) exemplified this 

by claiming that Japanese car manufacturers must produce cars with the steering wheel on the 

left side if they are selling to the American market. But such small changes do not mean that a 

firm is abandoning a standardised strategy in general, or the strategy content, if using the 

vocabulary of Szymanski et al., (1993). Due to the lack of accepted empirical evidence, Ryans 

et al., (2003) argued that it is worth questioning whether or not a standardised strategy 

actually leads to reduced costs and higher margins at all. 

 

2.3.2 Arguments Supporting an Adaptation Strategy 

Speakers in favour of adaptation build their case by pointing out that macro-factors, such as 

political, cultural and economic differences, are underestimated (Douglas & Wind, 1987; 

Nasir & Altinbasak, 2009). Douglas and Wind (1987, p. 19) went further, calling the 

standardisation strategy “oversimplistic” and “naive”. Filipe Lages et al., (2008) argued that 

an adaptive strategy is preferable in the following situations: 

• If a firm is producing products for consumers in a market where individual taste is of 

major importance. 

• When the purchasing power differs between the home market and the country abroad. 

• When the cultural differences are high. 

• When it is profitable to vary the offer depending on the skills of the user. 

• When the law system differs in the home market and in the foreign market. 

• When the home market and the foreign market are in different stages of development. 

 

Researchers supporting adaptation have found empirical evidence that an adaptation strategy 

leads to increased performance. However, measuring performance is not the same thing as 

measuring effectiveness (Ryans et al., 2003), and the findings were not measured by Jain’s 

(1989) economic payoff or Dawar and Parker’s (1994) consumer behaviour approach. 

Therefore, these findings are difficult to compare and so it is difficult to evaluate which 

approach is best. With increased world wide competition and standardised ways of working, it 

is not easy to put a finger on whether the answer for a more efficient and faster 

internationalisation strategy lies in being entirely standardised or adaptive. Perhaps the answer 

lies somewhere in between. 
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2.4 A Middle Way, the Contingency Approach and Mass Customisation 

While a standardisation strategy in theory will lead to lower costs and economies of scale, the 

adaptation strategy has the advantage of, inter alia, offering the customers exactly what they 

want. But, is it possible to reach both lower costs and offer a customised solution at the same 

time? Solutions to what seems to be a paradox are the contingency approach and mass 

customisation. The contingency approach and mass customisation as phenomena are in many 

ways similar and are striving for the same goal, something that will be discussed later on. 

!
2.4.1 The Contingency Approach 

Some researchers believe that a contingency approach, when entering new markets, can be 

seen as a middle way to reach the advantages of standardisation and adaptation at the same 

time. Researchers have argued that standardisation and adaptation are the opposites of each 

other where the decision maker can choose, to a certain degree, how much standardisation the 

firm should have, at the expense of adaptation (Theodosiou & Leonidou, 2003; Nasir & 

Altinbasak, 2009). Nasir and Altinbasak (2009) further added the economic climate, political 

factors, the firm’s relations and the corporate culture as factors affecting the choice of 

standardisation and adaptation. The contingency approach is a form of coalition between 

those who support standardisation and those who support adaptation. The approach means 

that under certain conditions, more of a standardisation strategy is the best choice and under 

other conditions, more influences of an adaptation strategy is the best choice.  

!
2.4.2 Mass Customisation 

According to Mikkola (2007), the goal of mass customisation is to produce goods that are 

customised, but at the same time to a low cost. Kratochvíl and Carson (2005) explained that 

the paradox of modern enterprising is that the goal is to reduce costs while still offering a rich 

product variety to customers. By fulfilling the goal of mass customisation it is therefore 

possible to reach the advantages of both standardisation and adaptation at the same time.  

Mass customisation can be reached with modularity and modular architectures, from which a 

wide variety of artefacts can be configured and assembled. The more modular the architecture 

is, the easier it is for mass customisation to take place (Mikkola, 2007). Mass customisation is 

possible to implement in organisations of all sizes. Some research shows that smaller 

organisations have an advantage because they can be more agile in business and process 
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change than many global larger firms. But in practice, large organisations can also work in a 

modular way. As product life cycles are shrinking, many of today’s components and solutions 

are reused in products of tomorrow. Reusing modular component designs can be a key to stay 

current for a longer time (Kratochvíl & Carson, 2005). The growing interest in mass 

customisation can be explained by the fact that there is an increasing demand for product 

variety and customisation, while there are shorter product life cycles, forcing firms to focus 

on production platforms, distribution strategies and outstanding – maximised individual – 

service to customers; all at the lowest possible cost. This has made it possible for producers to 

create many different configurations; build-to-order or engineer-to-order rather than the prior 

make-to-stock products. One example of a successful modular mass customised process is 

Dell’s personal computer manufacturing system. They can, with their range of components, 

create more than 14.000 different configurations, based on the customers’ orders (Mikkola, 

2007).  

2.5 Modularity 
In the global economy, modularity has become a recognized and important tool in order to 

achieve cost-efficient mass customisation (Bask et al., 2011). Simon (1962) was one of the 

first researchers to lay the base of what developed into the field of modularity. One of his 

findings about complex systems was that they can be divided into subsystems or components 

that have stronger internal than external connections. The subsystems can be both simplified 

and very complex. “How complex or simple a structure is depends critically upon the way in 

which we describe it” (Simon, 1962, p. 481). The concept of modularity, however, did not 

fully take off academically until Baldwin and Clark published a paper in the Harvard Business 

Review in 1997. They described modularity as: “...a strategy for organizing complex 

products and processes efficiently” (Baldwin & Clark, 1997, p. 86). It was the computer 

industry that paved the way for modularity in production many years earlier. With its 

widespread adoption of modular design, firms in the computer industry dramatically increased 

the rate of innovation. As mentioned in the first chapter, Frigant (2007) used LEGO bricks to 

show how different types of pieces could be assembled in different ways depending on the 

demand. LEGO has put its mark in history by giving generations the ability to think and play 

with a brick system from where it is possible to create a whole with different sub-parts. 

Individual bricks can be changed as long as they have the specific design. A module needs to 

fit into a complex system, without changing the final composition. Baldwin and Clark (1997) 

distinguished between three types of design rules that needed to be determined if a firm wants 
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to use a modular strategy: the architecture that decides which specific modules and 

components should be included in the system; the interfaces that decide how the modules will 

interact; and the standards for how to test the module design rules and performance. This 

modular way of thinking has been applied to production in various businesses, but also in the 

service domain and some in organisational design (Kratochvíl & Carson, 2005). Modularity 

can be applied to products, processes and logistics (Mikkola, 2007). 

 

2.5.1 Advantages of Modularity 

Many benefits and advantages have been presented in the field of modularity. Modularity is, 

as mentioned above, a way to create a mass customised process that makes it possible to find 

a middle-way solution to the problem of whether to standardise or adapt the strategy content 

in the process. The mass in mass customisation gives scalability and fast response. Together 

with the LEGO bricks of modular components, it creates a method of customisation to be 

configured on demand (Kratochvíl & Carson, 2005). Langlois (2002) stated that modularity 

could be seen as a general set of principles for managing complexity. Baldwin and Clark 

(1997) explained that modules provide an enormous degree of flexibility to the firm. 

However, a modular strategy will only be favourable if it is precise, unambiguous, and 

complete. Then, modularity can spur innovation in design. Modularity also boosts the pace of 

innovation, and the time business leaders have to respond to competitors’ moves shrinks. As 

more and more industries create modular architectures, their general managers must cope with 

swifter change. As a result, managers will have to focus not only on what their direct 

competitors are doing, but also on innovations in the modules and in the overall architecture. 

Lau et al., (2010) stated that modularity is considered to be an effective approach for mass 

customisation and cycle time reduction. They also agreed with the argument that modularity 

increases strategic flexibility. Many other researchers, such as Bask et al., (2011) proclaimed 

cost savings; enhanced flexibility; ability to offer product variety and simplification of 

complex systems, as benefits of modularity. Another benefit is that modular organisational 

structures make it possible to outsource and delegate certain functions (Baldwin & Clark, 

1997; Lau et al., 2010; Bask et al., 2011). Pawar et al., (1994) stated that the time savings a 

modular design can lead to, is based on the fact it is possible to change only one module or 

component, without affecting all other modules in a later phase. 

 

By shortening the time it takes to enter a new market, the chance of being the first entrant in 

the market increases. “Time to market is the strategy of focusing on reducing the time to 
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introduce new products to a market” (Pawar, et al., 1994, p. 14). It gives advantages such as 

extra sales revenue and an earlier breakeven point. By being first to the new market it is 

possible to get a first-mover advantage; a sustainable advantage in comparison to firms 

entering afterwards. Liebermann and Montgomery (1988) mentioned that one of many 

advantages of being first in the market is the possibility for the first firm to set the standard in 

this new market. Later entrants must then spend time and resources to convince the customers 

to change the customer behaviour and make them buy their product or service instead. It is 

also possible to initially charge a premium price since the first-mover does not have 

competitors (Pawar et al,. 1994). Mahmoud-Jouini, Midler and Garel (2004) stated that in 

markets where the first-mover has a strong advantage, time to market has become a 

competitive advantage. In connection to this, Frigant (2007) and Ulrich (1995) stated that 

modularity makes it possible to work in parallel and in a relatively autonomous manner on 

various modules, instead of using a sequential process. That in turn helps to both cut design 

costs and reduce time to market. There are however also first-mover disadvantages. By being 

the first entrant, the firm needs to, for example, spend resources on educating customers to 

new products and to overcome the uncertainty that may appear (Liebermann & Montgomery, 

1988).  

 

2.5.2 Disadvantages of Modularity 

There are of course also some disadvantages with modularity. Lau et al., (2010) have argued 

that modularity can lead to a disintegration of the organisation. But to solve problems like 

that, Böttcher and Klingner (2011) stated that modules allowing a focused improvement 

should be created, since less profitable modules then can be removed or enhanced without 

having to pay attention to the complex total offering. Baldwin and Clark (1997) added the 

argument that, although modularity boosts the pace of innovation, it also heightens the degree 

of uncertainty in the design process. To be able to compete with other modular organisations, 

a redesign of the internal organisation could be a necessity. As a result, the internal 

organisation needs to be flexible in order to be able to make use of rapid changes. Further, 

Shamsuzzoha, Helo and Kekäle (2010) added that the formation of the total modularity 

process can be both time consuming and costly, and the process designers must have a 

thorough understanding and knowledge of every component. The process designers do not 

only have to know the details of the inner working principles of the organisation, they must 

also understand all the functionalities of the components in order to develop the final process 

architecture. 
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2.5.3 Modularity in Organisational Design 

Some research has put modularity in a wider context than only production. According to 

Sanchez and Mahoney (1996), and Schilling and Steensma (2001), firms that have a modular 

strategy in production will also need a modular organisational architecture. Modular products 

are according to Sanchez and Mahoney (1996), best produced in modular organisations. 

Organisations are often complex systems, and complex systems often have a hierarchical 

structure, containing subsystems with internal links (Bask et al., 2011). Shamsuzzoha et al., 

(2010) showed that there is a growing demand to shift from hierarchical and bureaucratic 

organisational structures towards more flexible, coordinated and interconnected self-

organising structures. The result is often that the organisation takes on a modular form, where 

the overall structure of the organisation is divided into several manageable module structures. 

These module structures behave as self-organising units and influence a decentralised 

decision making process (Bask et al., 2011). Bask et al. (2011) further stated that process 

modularity makes it possible to break down processes into standard sub-processes and 

customised (unique) sub-processes. It also makes it possible to place the standard sub-

processes before the unique sub-processes to achieve a maximum flexibility. Modularity 

might also allow this decoupling of complex processes into less complex self-constrained 

modules (Brusoni, 2005). Manufacturers tend to coordinate their supply chain strategically 

and organisationally when adopting a modular design (Lau et al., 2010). However, just like a 

modular product that lacks a good interface between the modules fails to function well, an 

organisation that is built around decentralised teams will fail to function according to clear 

and effective frameworks and might also suffer from mismatching and delays (Baldwin & 

Clark, 1997). There is also a need to look out for an inability to communicate the hidden 

information with the rest of the architecture. The result can otherwise be costly mistakes that 

are committed over and over again. Sanchez and Mahoney (1996) claimed that an upside to 

modularity in organisational design is the possibility to reduce the need for managers to 

exercise authority across the interfaces within the components’ processes. The intensity and 

complexity of the firm’s managerial task is thereby also reduced, which leads to a greater 

flexibility to take on a larger number and/or a greater variety of projects and product 

creations. All of this comes as a result from embedding the coordination of the specified and 

standardised components. 
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2.5.4 Modular Architectures 

According to Mikkola (2007), mass customisation is easier to achieve with a modular 

architecture. Baldwin and Clark (1997) stated that the organisational process designers 

achieve modularity by partitioning information into visible design rules. The visible design 

rules are, as stated above, decisions that affect the subsequent design decisions. The 

architecture specifies what modules will be part of the system and what the functions of the 

modules will be. Sanchez (1999) described three types of architectures: the product 

architecture; the organisation’s knowledge architecture; and the process architecture, of which 

the last one is important in this paper. The process architecture decomposes the design of the 

organisation’s processes into specific activities and defines the ways in which the activities 

interact. An example of the overall process architecture within a producing organisation 

includes its activities for creating and realising complete products. A modular strategy can 

also include some hidden design parameters, decisions that do not affect the system design 

beyond a particular module (Baldwin & Clark, 1997). These hidden design parameters can be 

chosen late in the process, be changed often, and do not have to be communicated beyond the 

particular module. Lau et al., (2010) stated that, to be able to collect and to communicate 

information about, for example, the market and customer preferences within the different 

modules in the involved organisations, it is important to be able to create modular product 

interfaces effectively. 

 

In order to be able to create a modular architecture, a good understanding of how the 

coordination of knowledge-intensive activities, in both production and in organisational 

design, is a necessity (Brusoni, 2005). The designers of modular systems must therefore know 

about the inner workings of the overall product or process to be able to develop the visible 

design rules in order to get the modules to function together as a whole (Baldwin & Clark, 

1997). The key is to design a long-life module platform that can be easily specialised into 

several models, which often results in a component-based economy of scale (Kratochvíl & 

Carson, 2005). 

 

2.5.5 Types of Modular Components 

The modular architecture is built up by modules, which in turn consist of components. These 

components perform different functions within the system hierarchy and the connection 

between the different components is defined by specifications of inputs and outputs linking 

everything together (Sanchez & Mahoney, 1996). The consequence is that the processes 
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require managerial coordination to function. The organisational structure should therefore 

also be made up from tightly coupled development processes based around the components. 

With a strategic flexibility, modular architectures can enable the firm to respond more rapidly 

to changing markets and technologies by creating new variations based on new combinations 

of new or existing modular components. A modular process design may also enable the firm 

to accelerate its learning about markets by enabling the firm to leverage many component 

variations more quickly and thereby also reduce cost. The particular modules can look a bit 

different from each other; depending on what function they perform within the organisation. 

Different researchers have defined different types of components or modules. Some of these 

are presented in Appendix B, but this thesis will base its view of components on the 

categories of components that Mikkola (2007) developed, which has its foundation in new-

product-development processes. Mikkola (2007) distinguished between standard and unique 

components, but also between customisable and non-customisable components (Figure 1). A 

component is either standardised or unique, and either customisable or non-customisable: 

  
Figure 1, Four component types according to Mikkola (2007) 

 
 

A. Standard components refer to components that are available as qualified components or 

components that have been used previously or are part of the existing architectural design. It 

is the standard components that lay the ground for economies of scale. The standard 

components are often off-the-shelf components that are so standardised that their production 

is built on forecasts. These standard components can either be non-customisable or 

customisable. (Mikkola, 2007) 

A1. Non-customisable standard components are components that are so called off-the-

shelf or so standardised that their production is based on forecast – for example make-

to-stock or bundle-to-order components – and are therefore not possible to customise. 

Often the end products include make-to-stock options, such as bolts and nuts, and 

customisation is therefore not necessary. (Mikkola, 2007) 

A2. Customisable standard components are often connected to the assembly processes 

and are in some cases customisable even though it is based on standardised 
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components. An example is a part of a product that is delivered to the production site 

in a standardised, uncut, package. The product components are then cut, or 

customised, according to the tolerances allowed by the design specifications. 

(Mikkola, 2007) 
 

B. Unique components are components that are harder to imitate and are often components that 

are new to the firm. These are components that can make it possible to become comparatively 

better than the competitors. Those unique components can be designed and manufactured in-

house or outsourced. The introduction of unique components into the process architecture can 

be expensive – perhaps new tools or contact documents are needed – and time consuming – 

sometimes manufacturing or testing processes take time. (Mikkola, 2007) 

B1. Customisable unique components are components that have to be customised for 

particular applications. Examples can be new materials, new versions of upgradable 

components, or modular innovations. A moulded plastic or stamped sheet of metal 

parts could be custom fabricated for a particular product by or for a manufacturer. 

Another example is valves that are custom built to respond to specific design and 

accident scenarios in nuclear plant piping systems. (Mikkola, 2007) 

B2. Non-customisable unique components are product-specific designs, from scratch, 

in order for the firm to stay ahead of competition that cannot be customised. The 

uniqueness comes from the fact that it can be components designed for engineer-to-

order products. This kind of components challenges the performance of existing 

technology and knowledge. These components either integrate different technology 

and knowledge into new components or improve the performance of an existing 

component. (Mikkola, 2007) 
 

Mikkola (2007) stated that components could be disassembled and recombined into many 

configurations within modular architectures. The degree of modularity embedded in the 

architecture is related to the trade-off between the amount of standardisation and 

uniqueness/adaptation of the underlying components. The more to the left in the figure 

presented above (Figure 1), the easier it is to make modular. From a modular architecture 

perspective, the degree of customisation and adaptation can then be classified according to, 

the above mentioned, four component types: customised- and non-customised standard 

components and customised- and non-customised unique components. New variants and 

variations are often achieved through modularity where a change in one component does not 
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mean that there is a need for changes in all other components. As a result, changes can then be 

varied more easily without adding tremendous complexity to the system. 
 

2.6 Conceptual Framework 
When entering new markets, there is debate over whether to use a standardisation or an 

adaptation strategy. Both sides have their advantages and disadvantages, but it seemed above 

that an internationalising firm had to choose one to use. The debate over whether to 

standardise or to adapt has led to the creation of a middle way, either by following the 

contingency approach or by mass customisation. Modularity is one way to achieve mass 

customisation. By breaking up the internationalisation processes into components, a modular 

architecture can be a practical way to reach the advantages of both standardisation and 

adaptation and also reduce the time to market. The components can be either standardised or 

unique, and either customisable or non-customisable. All four mentioned components are put 

in relation to standardisation and adaptation in the following figure (Figure 2): 

 
Figure 2, The four component types in relation to standardisation and adaptation 

 
 

However, as modularity has mainly been put in the context of production it is still unclear 

what the opportunities and challenges would be with a modular internationalisation strategy. 

It is also unclear what the key components in a modular internationalisation architecture will 

be, and how a modular internationalisation architecture can be designed. These questions will 

be answered in this paper. !  
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3. METHOD 
This chapter will present what was done and how this study was made. In order to go deep 

enough to answer the research questions, a qualitative approach and a single case study 

strategy was used. The case firm was a multinational firm familiar with the concept of 

modularity, and they gave us access to information via semi-structured interviews of 

managers responsible for the internationalisation process and parts of the internal network. 

Sensitive information was left out of the thesis. 

 

3.1 Research approach 
As the academic field lacks a research body of previous studies within modularity in 

internationalisation strategy, it is difficult to know what to quantitatively measure before an 

initial study is made. Our contribution should be seen as an initial step of modular processes 

in the context of internationalisation. The developed framework needs further development, 

and to be tested. The positive aspect of a qualitative study is that it is possible to gain a deeper 

understanding than what would be the case with a quantitative study (Saunders, Lewis & 

Thornhill, 2009; Ghauri & Grønhaug, 2010). It means for example that all the key 

components within the modular architecture will have a reason for being in the modules. They 

are not there only because many firms are having them in their organisation, something that 

might have been the outcome with a quantitative study. The key components chosen are based 

on subjective opinions from managers in a case firm. 
 

When it comes to the research approach, an inductive approach is preferable in order to gain 

knowledge about what the opportunities and challenges in this new field may be. The 

inductive approach is ideal when there is no existing theory or no hypotheses to test 

(Eisenhardt, 1989). If we would have investigated products in a production context, there 

might already have been process modules in place, but the modules would not be the same 

when investigating processes in a context of internationalisation strategy. One of the purposes 

was to create an initial framework in terms of a modular architecture with modules and 

components that can be improved and tested later on. Our chosen approach gives the 

opportunity to become more flexible where we as researchers had the opportunity to focus on 

issues in the data that might not have been clear, prior to the study. The inductive approach 

goes hand in hand with an exploratory study approach, which also has the advantage of being 

flexible. It is broad in an early stage and gets narrower later on (Saunders et al., 2009) which 
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was preferable since the accumulated knowledge base was limited in this field. The 

exploratory study is great when the understanding of a problem is unclear (Saunders et al., 

2009; Ghauri & Grønhaug, 2010) just like in the case of modularity in internationalisation 

strategy. When entering this field of research, the outcome was uncertain.  

 

3.2 Research Design 

3.2.1 Research Strategy 

The choice of a case study goes hand in hand with the choice of a qualitative approach, and 

gives the possibility to deeper understand the processes that are going on in a firm (Saunders 

et al., 2009), for example what the opportunities and challenges are with a modular 

internationalisation strategy. Since a multinational corporation in general consists of so many 

departments, a decision to use a single case study over a multiple case study was made. A 

single case strategy is also suitable when studying a new phenomenon (Eisenhardt, 1989; 

Saunders et al., 2009), like the processes that were going on at the case firm. Some might 

argue that a quantitative study, using a survey as the research strategy, would be more valid to 

answer the research questions. However, without any prior research to test, the items required 

would have needed to be guessed out of the blue. Instead, this thesis tried to present this 

initial knowledge, which in a later stage can be tested. 

 

3.2.2 Time Horizon 

The purpose of this thesis was not to measure change or development, which according to 

Saunders et al. (2009), is the advantage of a longitudinal study. Instead, a cross-sectional 

study of a modular internationalisation strategy was made at a specific time. Of course, there 

was a time period between when the first and the last data was collected, but the analysis 

should be seen as if it was performed at a particular point in time. 

 

Due to the time constraints, there was a need to choose between an in-depth analysis of for 

example the opportunities and challenges, or to test possible opportunities and challenges that 

might be important. The former alternative was chosen, which also gives an opportunity for 

further research later on. The paper was also limited to only focus on the modular 

architecture, partly because of time constraints.  
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3.2.3 Sampling and Choice of Case Firm 

When discussing how to best answer the research questions it was clear that a purposive 

sampling method was the superior choice. It is a common sampling method to use in case 

studies, or when the sample is small (Saunders et al., 2009). Purposive sampling gave us as 

researchers the possibility to choose a case firm that best fulfilled our criteria. In order to 

investigate modularity in internationalisation strategy, four objectives were set up to make a 

decision of which case firm to choose: 

• The case firm should be a multinational corporation. 

• The case firm should currently be working towards new markets. 

• The case firm should be able to give us access to information, to make it possible for 

us to answer the research questions. 

• The case firm should be familiar with the concept of modularity. 

 

Based on these criteria, the case firm chosen in this study was a multinational corporation in 

the vehicle industry, selling vehicles to other firms. The firm was familiar with modularity, 

especially in production where they had a modular production system. In connection to 

theory, Raddats (2011) stated that it is common with a modular design in industrial services 

that are product-attached. 

 

According to information from Marketline (2014), the chosen case firm operated in more than 

100 countries across Europe, Latin America, Asia, Eurasia, Africa and Oceania. Emerging 

markets were on the rise and combined with the improved situation in Europe, the emerging 

markets were supposed to provide the foundation for the future growth of the firm. One of the 

departments at the firm specialised in entering new markets. 

  

During 2013, the firm recorded revenues of $ 14.012 million and delivered around 80.500 

new vehicles according to Marketline (2014). Europe was the firm’s largest market 

geographically, which accounted for around 50 % of the total revenues. The firm’s strong 

R&D capabilities allowed it to uphold technological leadership in most of the product 

segments. Their diversified product portfolio and strong market position helped them to 

balance the revenues and to enhance their brand image. The firm had a service portfolio that 

included parts, workshop services, repair and maintenance, driver development, accident 

repair and fleet management services. It also offered rental services. On the financial side, it 

offered financial solutions such as loan financing, leasing contracts and insurance solutions. 
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3.3 Data Collection 
At the case firm, not only one department was active in the process of internationalisation. It 

was rather a cooperation between different departments within the global firm. By building up 

an understanding of which departments becoming active in the internationalisation process, 

we could later on book meetings with the managers of the involved departments to gain a 

deeper understanding about the opportunities and challenges in building up a modular 

internationalisation strategy and follow up by investigating more into how to develop the 

modular architecture. The chosen managers were either managers for the specific department 

or managers responsible for that particular department’s involvement in the 

internationalisation procedure. Since the purpose of this paper focuses on the context of 

processes, emotions and the situational contexts were taken into consideration, but not 

evaluated as of major concern in the thesis. It is not a sensitive topic compared to decision 

making or financial performance according to Saunders et al. (2009).  
 

3.3.1 Primary Data via Interviews 

We were granted access to the case firm for about four full months and on average four days a 

week was spent at the case firm. The findings were mainly based on interviews rather than 

observations. One of the ways of doing exploratory research is by interviewing experts in the 

subject/s (Saunders et al., 2009). The interviews were semi-structured, covering the themes 

around the research questions; opportunities and challenges associated with a modular 

strategy, what the different departments did when entering a new market, and in which 

situations the department activates these processes.  

 

3.3.2 Secondary Data 

The case firm gave us access to some areas of its internal IT-network, which consisted of 

structure- and process descriptions. One example of information collected this way was the 

current project leaders’ internationalisation strategy in a step-by-step procedure. This 

information gave us the possibility to triangulate the data collection, confirming the 

interviewee’s inputs. It also gave the advantage of gaining knowledge about the different 

departments prior to the interview, so that the interview questions could be tailored to the 

specific manager at the different departments. However, since it is an internal network, one 

can question the objectivity of the outcome from it. The data collected from both the internal 

network and the interviewees might be biased to favour the case firm, which is something 

worth taking into consideration. 
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3.4 Operationalisation 
To be able to answer the research questions, we first had meetings with one project leader and 

the manager for the department of new markets. The purpose of these initial meetings was 

twofold. Some questions asked were intended to bring clarity to what happened when entering 

a new market according to the project leader. Other questions were asked with the aim to gain 

knowledge about which other departments that became active when entering a new market. 

The departments active in combination with a description of the interviewee’s roles can be 

found in table 1. Based on the answers from the project leaders, meetings with the managers 

in charge of the internationalisation strategy for the involved departments were scheduled. 

Each manager was interviewed 2-3 times, to be able to fully understand what the 

opportunities and challenges were and what the key components in a building process of a 

modular architecture would be, and thereby to be able to answer the three research questions. 

The meetings held were, on average, one hour. In total, data collection of the paper is based 

on 37 meetings with 17 managers, including the project leader and the manager for the 

department of new markets.   
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Table 1, The positions of the interviewed managers in the support departments at the case firm 

 
 

Our way of procedure was that one researcher conducted the interviews while the other 

researcher took field notes during all the interviews. The data collected was then transcribed 

directly after the interview in order to find the key messages to fit to the purpose of the study. 

In general, one representative at the firm was interviewed at a time, face-to-face. Every 

interview with a new person started with a presentation of the purpose of our study. In order 

to find out what the key components were in the specific department and how they were 

related to the internationalisation strategy, some questions were standardised. These questions 

are presented in Appendix C. The standardised questions aimed to gain information about 

how the different departments became active when entering a new market, to identify the 

opportunities and challenges of a modular way of working, to compare with the current 

working method and how their current processes would be affected.  
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However, since the processes differed depending on department and that we wanted further 

knowledge about them, structured interviews might have left out some important aspects 

specific for the department. Therefore, the interviews were semi-structured and aimed to get 

into detail about a specific context. One example of these types of questions was asked of the 

manager for Controlling: “Are you in charge of leading an initial meeting when entering a 

market via direct export as well?” By asking those types of questions, it was possible to know 

in which modules this component (the initial meeting) should be. Some questions were open, 

for example to gain knowledge about the active processes today. Some questions were 

probing, especially if the respondent did not understand the question. An example of that is: 

“Managers of other departments believed that they could save time by working modular when 

entering new markets, can you see that you are saving time in your department? How?” 

Probing questions are good to gain specific knowledge in a particular situation (Saunders et 

al., 2009).  

!
3.5 Ethics and Privacy 
Due to the privacy of the studied case firm, the departments and processes are not presented 

exactly as used in the particular firm. The different modular components will be generalised 

both in order to easier fit into other contexts, but also to protect company specific 

information. We have carefully considered the issue of leaking secret information against the 

deepness of our findings. One of the project leaders have been given the opportunity to read 

through this thesis before it was published, to make sure that everything is in order and that no 

sensitive information has been leaked. We believe that our findings are deep enough to 

answer our research questions without adventuring the business secrets of the case firm. 

 

3.6 Credibility of Data 
One can argue of whether a multiple case study would have been a better research strategy 

than only using a single case in order to be able to compare the results and to get a better 

indication of which key components are important in the creation of a modular 

internationalisation strategy architecture. The reasoning behind choosing a single case study 

over a multiple goes back to the choice of deepness in understanding versus generalisation of 

the results. We chose deepness, which we hope can contribute to theory that in a later stage 

can be further developed. Since the questions about the opportunities and challenges went out 
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to different managers of departments, similar advantages like with a multiple study can be 

expected to answer the first research question.  

 

It is difficult to claim strong evidence for external validity when using a single case study in a 

new context. But according to Saunders et al. (2009), the need for generalisation is not as 

important with the chosen approach than when doing a statistical analysis that needs to be 

possible to be replicated. Once again, in the choice between a deep understanding of the 

components versus testing components not tied to existing theory in the specific context, our 

choice was the first mentioned. Bryman and Bell (2013) claimed that since external validity is 

closely related to measuring, and measuring itself is not of major interest in qualitative 

studies, the external validity is not of major importance in this case. Some researchers claimed 

that the external validity is only of importance in order to prove causal relationships in 

explanatory studies, not in exploratory studies (Yin, 2011), as in this paper. The findings are 

applicable for the global case firm and it may also be applicable in similar firms or similar 

manufacturing industries. In order to gain that knowledge, the suggested framework needs to 

be tested more thoroughly. By using the framework from this study as an initial base, it may 

be possible to improve and further develop it by quantitative studies that in turn can build 

external validity. The single case study is reliable in terms of the particular case. However, if 

another case firm was chosen, the outcome could perhaps have been different. The case firm 

is not mentioned by name and the interviewees remain anonymous and since the topic is 

about a process rather than something that might involve emotions, the data should have a 

lower degree of participant bias. 

! !
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4. RESULTS 
This chapter first presents the results from the interviews made with one project leader and 

the manager for the department of new markets in the sales and marketing area, in order to 

understand how the current internationalisation process looks at the case firm. Thereafter, 

the different departments’ involvement and their tasks when entering a new market, is 

presented. 

 

4.1 The Internationalisation Process Today 
At the case firm, one department within the Sales and Marketing area is in charge of finding 

new market opportunities. When a new market opportunity appears, one person at the 

department is set out to be a project leader for the new market. The first step for the project 

leader is to put together a business case for the new market, including information such as a 

historical background of the country and specific market knowledge. Also financial 

information, such as an estimated business potential and the size of the required investment is 

presented in the business case. The project leader will then be responsible for delegating 

information to other departments that function as support-departments with knowledge within 

a specific field. The involved departments are then in charge of going through various 

processes, and then report back to the project leader. In general, the same departments are 

involved when entering new markets, but all departments are not relevant in every new 

project. When entering a new market, the first step is to establish a unit in charge of sales 

locally. The type of entry mode differs between establishing a subsidiary by starting up a new 

firm (greenfield), purchasing an existing firm (acquisition), or by finding a local agent that 

takes the risk, instead of the case firm, which Hollensen (2008) mentioned was one type of 

direct export. In general, the higher the risk in the new market, the higher the probability that 

the case firm enters via a local agent. Sometimes customers in a country where the case firm 

is not yet established come to buy a number of products without having an interest in doing 

long-term business. A spot deal is then made, which does not require that the case firm needs 

to establish a local sales unit in the new market. Normally the buyer will then also gain an 

agent contract and the case firm will start an investigation to see whether this market is 

interesting to enter or not. Some other important aspects that decide the working procedures 

are how mature the market is and how big the investment size is. These factors go hand in 

hand with the type of entry mode. The higher risk, the lower the interest of an own investment 

and thereby a higher likelihood of entering with a local agent. The more market maturity and 
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lower risk, the higher probability to enter by investing the firm’s own money in an acquisition 

or a greenfield.  

 

4.2 The Support Departments Involvement in the Internationalisation Process 
The most common departments active when entering a new market are in the case firm 

similar to what Mintzberg (1993) stated but somewhat more detailed. According to the 

manager at new markets and one of the project leaders, they are the following: Buildings, 

Controlling, Taxes, Legal, Security, Human Resources, Internal Education, IT, Financial 

Solutions, and After Sales. Managers from each of these departments were interviewed and 

the rest of this chapter shows the results of the interviews. 

 

4.2.1 Buildings 

When entering new markets, the case firm needs physical buildings. The Buildings 

department is in charge of creating layouts, equipment proposals and does investment 

estimations for new workshops, offices and training centres for education, etcetera. Upon 

request, they can also support with environmental and land investigations, to see whether the 

area is contaminated. Back in the days, each new market was a new project and it was up to 

the project leader at that department to solve the real estate issues. By establishing a 

centralised function working with real estate only, the case firm could reduce costs and store 

the knowhow in one place. This knowhow was developed and Buildings created a modular 

strategy for workshops, training centres and processes. When creating workshops, for 

example, similar drawings can be used over and over again, and the firm can then save both 

time and money. New buildings are working modular today, with similar appearances all over 

the world. Depending on which types of vehicles are rolling in the specific market, they have 

the opportunity to pick different modular sections and assemble them into a workshop. Each 

new project starts with a pre-study, where the Buildings department can evaluate and create 

an assembled suggestion of sections, or modules. With a modular way of producing buildings, 

the respondent had estimated cost savings of around 1.000.000 SEK per project. A manager 

for Buildings also saw other benefits of working modular. Modular processes require a clear 

structure. “It is like having a map in front of you, it is easier to find.” When it comes to 

processes, modularity makes it possible to change one unit that does not work, but also stop 

processes that are not profitable. It also makes it easier to outsource some parts, since it 

includes a description of demands to fulfil. On the other hand, the main challenges for 



 
 

29!

Buildings are that they might be recognised as bureaucratic. It is also a problem that they are 

not flexible enough. For example, Buildings can construct an office together with a workshop, 

but not a separate office. Then they are back to square one.   

 

4.2.2 Controlling 

The Controlling department backs up the project leader when the case firm enters new 

markets as a greenfield or an acquisition. They do not become active at all if the case firm 

enters via a local agent. The working tasks differ much depending on entry mode. In both 

cases, the manager for the department convenes a meeting with all the other activated 

departments in order to brief them about the situation. They are also in charge of presenting a 

well prepared due diligence to the executive board which takes the final decision of whether 

the case firm shall enter the new market or not. If the firm is about to enter by an acquisition, 

it is up to the controlling department to evaluate the financial situation for the other firm. If 

the firm is starting up from the beginning, it is more about preparing the new firm to follow 

local legislations and accounting policies. 

 

Controlling has a manual with clear steps to follow when purchasing a new firm. It does not 

include, for example, the managing role of involving supporting departments or the procedure 

of entering via a greenfield. Because of this, the working tasks can be described as ad hoc. 

The respondent could only see positive sides with implementing a modular strategy. It makes 

it harder to forget a step and gives a clearer structural view. The due diligence could become 

more solid. 

 

4.2.3 Taxes 

One of the first decisions to make when entering a new market is to decide which type of 

entry mode to use. Already here, Taxes comes in to support the project leader with an analysis 

of the tax situation in the new market. The taxation plays a significant role, even if it is not the 

only factor of which entry mode to choose. Based on the entry mode, Taxes can support with 

different outcomes. When entering as a subsidiary or an acquisition, they contact a local tax 

advisor to gain knowledge about the specific market. Some standardised questionnaires 

consisting of questions about which legal form to be used, capitalisation, profit repatriation, 

the local tax system, import duties and exit considerations will need to be answered. In the 

case of an acquisition, questions about business transfer transactions are also asked. If 
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entering via a local agent, Taxes act as an assisting department and analyses potential risks 

with a permanent establishment. Depending on market, the questions asked to the local tax 

advisors are twisted to get the knowledge needed, in order to not have to pay for something 

that the firm does not need. 

 

The working process can, according to the person in charge of new markets at the Taxes 

department, be seen as modular. Right now, she calls it processes, but an implementation of a 

modular strategy would not change the way she works. Instead, it is more of a cognitive 

change. Therefore, the opportunities and challenges associated with a modular way of 

working are mainly the same as the current way of working. One of the positive outcomes is 

the possibility to gain information on what other departments are doing, so the specific 

department can understand the whole context. By following similar processes, it is also 

possible to learn from mistakes in another context. However, since markets differ, different 

questions need to be answered depending on the type of market. Therefore it is difficult to 

completely follow a specific process, but it is good to have somewhere to start. 

 
4.2.4 Legal 

The legal department is in charge of securing a contract between the head office and the local 

agent, both in cases where the distributor is an external part and in cases where the firm 

establishes a subsidiary. If the case firm is acquiring a local firm, it is up to the legal 

department to investigate the current legal situation for the local firm and potential issues for 

the future with the help from a local law firm. If entering with a greenfield strategy, they 

instead investigate matters such as legislation about ownership in the particular country. They 

also investigate which legal structure is suitable in the specific market. When establishing a 

subsidiary it is up to Legal to make sure that documents such as certificate of registration and 

memorandums, arrive to the right receiver so that the local firm can be registered in the new 

country. 

  

Legal is organised so that everyone at the department can perform every task. Since the tasks 

differ so much, they have not succeeded in building up standardised processes. However, they 

do reuse previous work as templates when similar tasks appear again. The respondent saw 

some issues with implementing a modular strategy if the tasks are new or unique, since the 

processes then differ. Another challenge to overcome is that people might not follow the 

process, which in turn can create annoyance between people. A modular strategy can however 
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shorten the time a process takes and avoid making mistakes, since the same procedure has 

been done before. Especially in cases that require cross-functional cooperation, a modular 

strategy will be suitable. 

 

4.2.5 Security 

The security department has three processes active when entering new markets; fire 

prevention; site security and travel security. For example, by working proactively in 

cooperation with Buildings, Security only need to fire proof each section once in the modular 

buildings, rather than going through the whole process for each new building around the 

world every time a new building is built. When an expatriate is going abroad, it is Security 

who briefs him or her about the potential risks of living in the new country, etcetera. Since the 

risks differ depending on country, the briefing includes different things, but the process is the 

same. Today, Security does not have a specific structure to work after. On a personal level, 

the respondent follows the ISO 31000 guidelines when working with risk management. It is 

about identifying, analysing, evaluating and treating risks (For more information about the 

ISO 31000 guidelines, see Flaus, 2013).  

 

Security wished that every step in each process should be followed every time, in order to not 

miss out on anything. For example, how to handle flammable goods should always be the 

same, no matter where in the world a person is handling it or how much flammable goods it 

is. The manager for security could see opportunities by changing to a modular strategy instead 

of the current way of working. The main advantage would be the clarification of working 

tasks. It makes it clear for the person performing the processes, and for others to see what the 

person is doing. However, especially travel security is very dependent on the individual, 

which requires more flexibility than modularity can offer.  

 

4.2.6 Human Resources 

The Human Resources department works with five processes in general: recruitment, 

remuneration, competence development, management planning and employer branding. 

When it comes to new markets, the department’s involvement is rather limited to only 

recruitment, which is seen as a step-by-step process. In cases when the project leader needs an 

expatriate for an international assignment, he or she contacts the Human Resources 

department. Based on a job specification including the attributes desired of the expatriate, 
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Human Resources creates an advertisement, evaluates the potential candidates, creates cost 

profiles for the chosen candidate and sets up a contract. The total recruitment process for an 

expatriate always looks the same, even if it is more or less difficult finding the right candidate 

since, for example, language skills in the job specification may limit the supply of candidates. 

The contracts are standardised, but vary in length of assignment, local laws and personal 

terms such as salary, insurances and family situation. 

 

Due to the little involvement size of Human Resources when entering new markets, the 

respondent could not see any barriers to implement a modular internationalisation strategy. 

According to her, the way of working would be the same. In both cases the possibilities for 

outsourcing or delegating the job to someone else is an advantage compared to an ad hoc 

structure. Since her department had a more standardised approach, she was worried that a 

modular strategy would lack flexibility. For example, in reality, if there already is a suitable 

candidate, there is no need to follow the created process just because it says so on a paper. 

 

4.2.7 Internal Education 

It is up to the project leader to decide which type of personnel – roles – are necessary in the 

new market. Depending on the investment size and type of market entry, the numbers of 

required roles differ. As mentioned above, if there is an expatriate needed, the Human 

Resources department are in charge of the recruitment process. If the case firm needs local 

employees, it is up to the project leader to either recruit people or to delegate the 

responsibility to an expatriate. When the people start working for the firm in the new country, 

the project leader is in charge of evaluating the knowledge gap between the current and 

desired skills. Thereafter, the employees are sent to one of the training centres the department 

of Internal education is in charge of. Their role is to close the gap between the current and 

desired skills of the employees by offering relevant training. If there is a need, the internal 

education can establish sub-departments in new markets where internal education is 

necessary. They also recommend where it is suitable to build training centres. 

 

The way of working at the case firm was initially very ad hoc, according to the manager for 

regional operations in the Internal education department. This has changed to become more 

process-based, with clear similarities to a modular strategy. Since Internal education is 

working with people, they have experienced cultural differences in the way people want to 

work. According to the respondent, there are advantages with a modular strategy. By having a 
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module consisting of different packages of educational offers, it is possible to choose the one 

that suits the specific case. The key is the alternatives to change. A modular strategy for 

Internal education also has its drawbacks. The respondent thought that it was more difficult to 

change the processes on existing markets than implementing the desired process in a new 

market. The creator of the modular architecture might not have enough knowledge of what is 

going on in the local environment. It may also be that the process becomes too theoretical and 

static and thereby not possible to use. It also needs to be flexible enough to deal with fast 

changes. Without flexibility, there is a risk that a local problem cannot be solved since there 

are rules in the strategy stopping it. It decreases the outside-the-box solutions that sometimes 

are necessary. 

 

4.2.8 IT 

The IT department is in charge of investigating what IT-solutions the agent might need in 

order to integrate their systems with the IT-systems at the case firm. If the case firm is 

entering by greenfield, the IT department has a complete list of which systems are relevant. 

Otherwise, most of the systems will be changed to the recommended solutions when the 

current ones are out-dated. If the agent is a local firm, not owned by the case firm, the IT 

department works more with integration. The systems are divided into packages, and 

depending on the size of the investment and business potential, the department can choose 

whether a start-up, base, extended or a full package solution is the most relevant. Currently, 

the IT department works project-based with a couple of projects at the same time, within a set 

time frame. The process can be viewed as a Gantt chart. Market maturity also plays a role 

when deciding IT-solutions, so it is important to be flexible when working with IT solutions, 

something that might be difficult with a modular internationalisation strategy. “It is not a 

good solution that our vehicles have support for remote access where you have to be 

connected to Internet in Mongolia.” Modularity might also lead to less creativity, since a 

person risks thinking within the box rather than outside. On the other hand, by having 

modular processes, it is possible to shorten the time when entering new markets. It is also 

easier to secure the quality, since the same quality can be expected everywhere. Lastly, with a 

modular strategy, it is possible to add, delete and change the processes which makes it easier 

to give the customer what s/he wants, without starting from a blank slate every time. 
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4.2.9 Financial Solutions 

In the process of entering new markets, three sub-departments build up the department of 

financial solutions. The trade department is in charge of making sure that the firm is getting 

the payment from the local agent or customer by setting up the most suitable payment terms, 

such as letter of credit or bank guarantees in order to decrease the risk of selling without 

getting paid. When entering by greenfield or acquisition, Financial services and Financial 

management becomes active instead. If the demand on the new market is high and there are 

possibilities for making money by financing the payment from the customer with a low 

calculated risk, Financial services can establish a subsidiary in the new market. Financial 

management is in charge of registering the new subsidiary in the new market and establishing 

bank relations and opening up bank accounts. 

 

When Financial management is setting up a new subsidiary, the same steps have to be 

followed, no matter what the market looks like. The bank chosen to cooperate with and the 

access to information differ, but the process is the same. This is also the case for Trade, even 

if Trade is more customer-dependent. The main goal is always to secure the money, but 

depending on the customer, the choice of financial instruments and payment terms may differ. 

Financial services are dependent on financial regulations and routines, which requires 

standardised processes. At the same time, the department has to adapt to local laws and 

regulations, for example how to withdraw a product if the purchasing firm cannot pay for it. 

Financial services have a modular strategy today. It has its own sales, credit and 

administrative units within the department and processes for how to register contracts, how to 

secure payment, etcetera. The advantages are the possibility to replicate prior working tasks 

and flexibility. According to the manager for Financial management, modularity can simplify 

the process, no matter what the process looks like. With an established process, it is easier to 

deliver clear and correct information. It is possible to avoid wasting time and energy on 

inefficiency, and clarify who is in charge of what. If everyone has access to information about 

who is doing what, communication between different departments is simplified. The two main 

problems are that people might use other solutions than what is suggested in the module and 

that some issues require unique solutions. In other words, modules are created to follow 

routines, but sometimes these routines cannot solve the problems that appear.   
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4.2.10 After Sales 

The After Sales department is in charge of making sure that the customer has the right tools to 

support the sold vehicles, for example by implementing supporting IT-systems, map the gap 

between desired and current knowledge of local employees, setting up payment terms and 

create tools and spare parts suggestions. After Sales works closely with both the project leader 

and the support functions: Buildings, IT and Internal Education. The initial judgment is often 

made by the After Sales manager, and if the investment is relatively low, the After Sales 

person can do the support departments’ job without involving them. When recruiting an 

expatriate to the local country, the working tasks are divided between the After Sales manager 

and the expatriate.  

 

When entering a market there are always some processes that have to be completed, but much 

of the working tasks depend on the customer. After Sales does not have a clear documentation 

of every working task that has to be completed and the length of tasks differ; some of them 

are never finished. It is difficult to create a modular system when working so close to the 

customer, especially due to cultural differences. A modular system can also create a 

limitation, where the person working with it loses creativity and flexibility. “Everything is not 

always fine just because you have fulfilled each step in a process.” A modular strategy fits 

some people better than others. “I think this department would feel better of working less ad 

hoc, but I would not care about a pre-made modular processes anyway!” On the other hand, 

it is a great tool for managers to get a helicopter perspective and an insight into what other 

people do and where they are in the process. It also gives the opportunity to prioritise between 

tasks and delegate certain tasks to others. 

 

4.3 Summary 
Based on the result from the interviews above, the following table (Table 2) shows a summary 

of all main processes – components – that are performed by the different departments – 

modules – when the company is entering a new market.  



 
 

36!

Table 2, The departments’ processes 

 

 

Also, based on the result from the interviews above, table 3 summarises all the found 

opportunities and challenges structured by each department.  
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Table 3, The opportunities and challenges of modularity 
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5. DISCUSSION 
This chapter will first include an analysis of the connection between the case firm and 

previous internationalisation theory. Thereafter, the findings of the opportunities and 

challenges are compared to prior knowledge in the research field. Third, the connection 

between modularity, mass customisation and the contingency approach when it comes to 

processes is discussed. Fourth, the key components will be categorised. Lastly, an initial 

framework for a modular internationalisation architecture will be presented. 

 

5.1 Internationalisation of the Case Firm 
Since vehicles are complex products – difficult to just produce and sell – one can argue that 

the transaction cost theory is suitable in this case. The firm offers something in the new 

market to a lower price than a seller can produce. The theory does not, as mentioned, give any 

clue of how to internationalise. The core of the modular internationalisation strategy is to help 

managers to enter a new market; e.g. with a suggested framework that will be presented last in 

this chapter.  

 

In one way, the case firm is following the Uppsala internationalisation process model 

Johanson and Vahlne (1977) developed. When the uncertainty is high, the market 

commitment is lower, and the choice of entry mode is characterised as one with lower risk. 

However, by following the Uppsala model, the expectations would be that the case firm 

should increase its commitment and in a long-term perspective also establish a subsidiary in 

the new market. This seems not to be the case, since the case firm prefers to value the 

relationship with the private agent, instead of trying to start up a greenfield or acquiring the 

agent when the market knowledge increases. By implementing a modular internationalisation 

strategy, the firm would, according to both theory and the empirical findings, be able to cut 

the time to market and respond fast by reusing some of the knowledge gained when entering 

other markets. The process-gains will be discussed later in this chapter. As mentioned, the 

Uppsala internationalisation process model has been viewed as a slow model (Forsgren & 

Hagström, 2007), which might lead to the fact that companies following this model may miss 

out on the first-mover advantages that Liebermann and Montgomery (1988) argued is 

important.  

 



 
 

39!

5.2 Opportunities and Challenges associated with a Modular Internationalisation 

Strategy 

5.2.1 Opportunities associated with a Modular Strategy 

The architecture, which was one of the design rules that Baldwin and Clark (1997) wrote to 

be of major importance when creating a modular strategy, requires that the processes can be 

described. The main advantage with a modular strategy was, according to most of the 

respondents, the clarification of processes that modularity will lead to. An implementation of 

a modular strategy would, for many of the departments, not lead to a drastic change in their 

working processes. Instead, the major difference is the way of thinking. Even if the same 

processes should be performed in many situations, a modular strategy would, for the person 

responsible for the process, make it easier to identify which tasks need to be completed. The 

fact that modularity brings greater ease and simplification was also supported by Bask et al. 

(2011). An interpretation is that, with a clear modular structure for the processes, modularity 

manages complexity (Langlois, 2002) and what needs to be performed by the department 

thereby becomes easier. However, a clear structure also supports a standardised approach, 

using the same internationalisation process every time. Since markets differ, the alternatives 

of different processes in different situations are the key for a modular strategy, which 

distinguishes modularity from both standardisation and adaptation. With a modular strategy, 

each department knows what to do under a specific type of circumstance.  

 

Both prior research about modularity (Kratochvíl & Carson, 2005; Baldwin & Clark, 1997) 

and some respondents supported the idea that the exchangeability of the content of the 

modules and the components was another advantage of a modular strategy. It is possible to 

change processes in one module without affecting other modules, or the whole 

internationalisation process. Exchangeability is closely connected to flexibility. Not only Bask 

et al. (2011) stated that flexibility could be enhanced with a modular way of working; also 

Baldwin and Clark (1997) explained a similar view on the firms’ performance. Interestingly, 

the flexibility was both seen as an opportunity and a challenge according to the respondents, 

something that will be discussed later in this chapter. According to Bask et al. (2011), 

standardised processes should be started earlier than unique processes in order to reach 

maximum flexibility. But in order to shorten the time to market and thereby increase the 

chance of gaining the first-mover advantages Lieberman and Montgomery (1988) referred to, 
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the process that requires the longest time should be started first, no matter whether it is 

standardised or unique.  

 

The time saving aspect can be seen from two perspectives. First, the time it takes to work 

through a process. Since modularity according to the respondents save time, more time can be 

spent on other working tasks. The clear structure that modularity brings makes it possible to 

save time, just like Pawar et al. (1994) suggested. Instead of spending time thinking of what 

the next step might be or how the problems can be solved or avoided, these process stages 

can, by using prior knowledge to design a modular strategy, be shortened. Some respondents 

proclaimed cost savings to be a result of structuring their work and thereby shortening the 

time. This fact is also in line with theory (Bask et al. 2011). However, by shortening most 

processes, it is still not certain that the time to market will decrease. The second time saving 

aspect perspective is to view the whole internationalisation process as the time it takes to 

enter the market. Instead of using a sequential process, modularity makes it possible to 

complete the working tasks in parallel (Ulrich, 1995; Frigant, 2007). In that case, the time to 

market depends on the component with the longest process. It does not matter if Human 

resources shorten the time of recruiting an expatriate from three months to two, if the 

component of creating a workshop in the Buildings department takes more than two years. 

Instead the time savings with modularity are that the processes can be done in parallel rather 

than in sequence. By working in parallel instead of sequentially as a whole, the departments 

involved have the possibility to start at the same time. One should though keep in mind that 

the determining factor of the possibility to work in parallel is based on the interfaces between 

the departments. As mentioned, the investigation of how different departments interact is 

beyond the scope of this paper.  
 

Many authors (see Baldwin & Clark, 1997; Lau et al., 2010; Bask et al., 2011) mentioned 

outsourcing and delegation as two other positive aspects of modularity. An interpretation is 

that both outsourcing and delegation are possible when there are processes supporting cross-

functional work. A modular architecture makes it possible to have a clear overview of the 

work at hand, and it gives the means for delegation. A project leader also has the possibility 

of delegating work to other departments since the components are well defined.  
 

The literature did not support the idea of securing quality by using a modular strategy. 

However, the respondents claimed that a modular strategy can lead to the quality of the 
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processes being less likely to decrease. Due to the clarification of what and how something 

should be done, mistakes can be avoided. At the same time, the clear structure required by a 

modular strategy makes it easier to not forget anything in the process, which in turn also 

secures the quality of the work that has to be completed when entering a new market.  
 

5.2.2 Challenges associated with a Modular Strategy 

Even though some respondents saw flexibility as something positive, most of them stated that 

a modular way of working would lead to lost flexibility. This is interesting since Baldwin and 

Clark (1997) stated that modular organisations need to be flexible in order to be able to make 

use of rapid changes and that modularity also creates flexibility. Some respondents also added 

that, with a loss of flexibility, feelings of bureaucracy would be evident, and that problems 

outside the process could not be solved. Sometimes the working-tasks themselves also made it 

difficult to implement a modular strategy. Respondents with many customisable processes 

that require customer involvement were worried that a modular strategy would limit their 

possibility to do a good job. The example that Buildings cannot use their modular solutions to 

sketch an office without a workshop, illustrates the issue. However, just because it cannot use 

the modular system, does not mean it cannot still sketch the office building. The difference is 

that Buildings will start from a blank slate, something that would be the normal situation 

without using a modular internationalisation strategy. In other words, the worst-case scenario 

is that the departments cannot use their prior knowledge or processes. As long as the modular 

strategy is used as a supporting tool and the case firm does not say no, just because solutions 

require outside-the-modules-solutions, the flexibility will not be an issue.   
 

A few of the respondents highlighted the issues with the design of the modular architecture, 

something that was one of the concerns from both Shamsuzzoha et al. (2010) and Baldwin 

and Clark (1997). The designers need to have a thorough understanding and knowledge of 

every component in order to design a modular architecture. Further, the implementation is 

also costly and time consuming (Shamsuzzoha et al., 2010). It was not the main challenge for 

the respondents, and the reason might be that the people interviewed looked at how their own 

situation might change, rather than from the firm as a whole. The questions asked were not 

aimed towards a firm perspective either. The implementation issues might therefore be more 

important than what the outcome of this paper shows. Even if the architecture is correctly 

designed, one of the respondents stated that some people might use the modular strategy 
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while others might not, and if people “...would not care about pre-made modular processes 

anyway”, why then spend resources of creating one?  

 

5.2.3 Summary of the Opportunities and Challenges 

The figure below (Figure 3) illustrates the differences between the opportunities and 

challenges of a modular strategy gathered from the respondents versus the advantages and 

disadvantages of modularity found in previous academic literature. We can also see that, for 

example, the opportunities of cost savings that was an advantage of standardisation, and 

flexibility (Filipe Lages et al., 2008) that was an advantage of adaptation, can be fulfilled at 

the same time, according to both prior research and the respondents. It is worth remembering 

that much of the academic literature on modularity has been studied in a production context, 

and worth noting that similarities – but also differences – seem to exist.  

!
Figure 3, Comparison of opportunities and challenges and prior research 
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5.3 Modular Processes, Mass Customisation and the Contingency Approach 
In order to understand modularity in an internationalisation context, it is important to 

understand how it is related to mass customisation and to the contingency approach. When 

modularity is seen from a process perspective, instead of from a production perspective, it is 

possible to see each department as a module and the processes that build up each module as 

the components. When investigating mass customisation in a production context, the main 

advantage in “mass” is to reach economies of scale in producing similar products that are 

assembled somewhat differently (Kratochvíl & Carson, 2005). In processes however, the 

“mass” will refer to using similar processes, or using prior knowledge into a new situation 

rather than starting from a blank piece of paper. At the case company for example, Buildings 

creates a pre-study at every new market start and in that process it is possible to reuse 

knowledge from earlier cases. The advantage of  “customisation” in production is that a firm 

can adapt the product to a local market need or to particular customer needs. From a processes 

perspective, on the other hand, the advantage is instead the possibility to change the content 

within processes depending on what is necessary in specific cases. It requires that it is 

possible to adjust the process content depending on which market to enter. At the case 

company, the entry mode was of major importance. Based on chosen entry mode, the 

processes need to be adjusted within the module to be able to fulfil the customisation of the 

entry process. 

 

It is possible to remind oneself of the contingency approach when it comes to modularity in 

the context of internationalisation. The major difference between modularity and the 

contingency approach is that, in the contingency approach, the firm chooses one strategy at a 

time to use (Nasir & Altinbasak, 2009). With modularity, however, it is possible to break 

down the choice of a more standardised or a more adaptive approach into the component 

level. Thereby, some components can be more standardised while others are more 

adaptive/unique. With the contingency theory, it is still necessary to choose whether a 

standardised or adaptive strategy is preferable in the specific context, yet with modularity it is 

possible choose both at the same time.  

 

5.4 Categorising the Key Components 
By following Mikkola’s (2007) framework of standard versus unique and customisable versus 

non-customisable components, and making it applicable also into processes, it is possible to 
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categorise each component. Not all modules were relevant in every type of new market. A 

standard component will in this case be a process that has to be completed no matter which 

context the firm is in. It means that the standard components are included in every choice of 

module, as long as the module becomes active. At the case firm, Buildings always did a pre-

study when entering a new market. Therefore, that component is standard. A unique 

component could, on the other hand, be seen as a process that becomes active only in some 

type of markets. The module might be active, but the content – or the component – might not 

be. As an example, Financial Solutions did not have to register a subsidiary if the firm entered 

a market via direct export (an agent). A customisable component can be seen as a component 

that has several alternative work procedures to choose from in order to adapt to the customer. 

As an example, and depending on how mature a new market would be, or how large the 

investment size needed to be, the IT department could suggest which systems that would 

required in the specific market to the specific customer. The opposite, a non-customisable 

component has only one way to complete the process; by following the implemented 

standards. The department of Controlling followed the same procedure when evaluating the 

financial situation for a firm to be purchased in the future. Just like in the framework of 

Mikkola (2007), a component is either standard or unique, and either customisable or non-

customisable. The key components at the case firm, when entering a new market, can be 

categorised as following (see Table 4):  
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Table 4, The key components categorised by the types 

 
 

A reasonable conclusion is that the use of prior knowledge will be more suitable when the 

process is the same every time the module becomes active. In contrast, the more unique and 

customisable components there are, the more difficult it is to use prior knowledge in the new 

situation.  

 

5.5 Framework of a Modular Internationalisation Architecture  
The internal structure of the case firm when internationalising, can be designed as a project-

based departmentalised matrix-structure. It makes it possible to divide the departments into 

different modules, where each activity and sub-process can further be divided into either 
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customisable or non-customisable, and standard or unique components. The matrix structure 

was also the final stage in Hollensen’s (2008) structures for international firms, and the case 

firm, with its experience, fit into that category. Every support-department to the project leader 

has its responsibilities. The main factor that determines how the processes differ at the case 

firm is the type of entry mode. The market maturity and investment size could also have been 

examples of important internationalisation factors. As already mentioned, the case firm enters 

new markets via spot deals, a private agent (direct export), a greenfield or with an acquisition. 

The case firm has a project leader who is in charge of the project and uses the other 

departments as support functions. By implementing these factors and the different key 

components into a matrix, a modular internationalisation architecture can be created with the 

case firm as an example. This framework is presented here (Figure 4):  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
  



 
 

47!

Figure 4, Modular 
internationalisation 
architecture for the case firm 
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Depending on which type of entry mode, the modular architecture suggests that different 

types of modules become active. The unique components within each module also differ 

depending on entry mode, while the standard components are the same as long as the module 

as a whole becomes active. This exchangeability is one reason for why a modular 

internationalisation architecture is flexible, just like in a production context as Baldwin and 

Clark (1997) referred to. The architecture makes it possible to change one component in a 

module without affecting another, just like Pawar et al., (1994) mentioned. For example, the 

Buildings departments’ choice of layout will not change anything in the process at the Human 

Resources department. 

 

In order to get a more general picture of how a modular internationalisation architecture can 

be designed for a multinational firm, a framework is presented as an initial step of a modular 

architecture in the context of internationalisation. The modules will be the involved support-

departments to the project leader. Depending on how many departments – or modules – 

become active, it is possible to add modules in the suggested model. An internationalisation 

factor is the most important factor that determines which processes become active in each 

module. The internationalisation factor may differ, depending on which is the most important 

for the specific firm. It also includes a variety of alternatives. The more alternatives, the more 

detailed the design of the modular internationalisation architecture will be.  The components 

are standard or unique and customisable or non-customisable and the standard components 

will be the same in each alternative. The components are also limited to the processes that 

have to be completed from when an initial decision to enter a new market is taken, until the 

firm is established in the new market. By choosing one of the alternatives of the 

internationalisation factor, it is possible to see which components become active in each 

module. A general model for a how modular internationalisation architecture can be designed 

is presented here (Figure 5): 
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Figure 5, Framework of a modular internationalisation architecture 

 
 

By having a modular internationalisation architecture, the firm has a clear structure of which 

processes have to be completed when entering a new market, depending on context. By not 

spending time thinking whether it is necessary to complete some processes, it is possible to 

save time and shorten the time to market. The specific components can also be changed and 

updated within a module (Baldwin & Clark, 1997) without affecting the whole 

internationalisation process. This refers to the hidden design parameters that Lau et al. (2010) 

and Baldwin and Clark (1997) discussed, but they are not seen within the actual framework. It 

is though worth having in mind that the different components can be designed differently 

within the modules, without affecting the architecture as a whole. However, the respondents 

mentioned the lack of flexibility as the framework still consists of a set of processes. When 

implementing a modular internationalisation strategy, it is therefore of major importance that 

the framework is used as a helping tool, rather than something that has to be followed one 

hundred per cent. When entering new markets, some challenges require outside-the-box 

solutions, and people using the framework must be flexible enough to manage these 

challenges as well. Finally, it is important to remember that the modular internationalisation 

architecture is not tested and should be seen as an initial step in how such a model can be 

designed for a multinational firm entering new markets.  
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6. CONCLUSION 
The outcomes of modularity in production and in processes differ, but according to managers 

in the different departments at a multinational corporation in the vehicle industry, it is 

possible to implement a modular internationalisation strategy in such a context. The 

opportunities associated with a modular internationalisation strategy can fulfil advantages of 

both a standardisation and an adaptation strategy at the same time. The most important 

opportunity of a modular strategy is the clear structure, which is required in order to design 

the modular internationalisation architecture. Some departments do not need to change their 

current processes, but modularity simplifies the processes by making it possible to know 

when they should be performed. The clear structure makes it possible to outsource or delegate 

a certain sub-process if necessary; it also gives an insight into what other people do, both 

from a helicopter perspective and between departments. A modular internationalisation 

strategy is flexible, since certain modules can be active under certain circumstances. The 

exchangeability of modules and components is the key in modularity. By using modular 

processes repeatedly under similar circumstances it is possible to reuse prior knowledge 

instead of starting from a blank slate. Modularity also saves time in two ways. Thanks to the 

clear structure, it is possible to eliminate the time it takes for departments to figure out what to 

do in a specific situation. This in turn saves costs for the firm. Modularity also enables a 

parallel process, which shortens the time to market and increases the possibility to achieve 

first-mover advantages.  

 

However, there are also challenges. The main challenge to overcome is the risk of being 

perceived as bureaucratic and inflexible if the modular strategy is interpreted too literally. 

Instead, it is suggested that the modular strategy should be a supporting tool where it is 

acceptable to deviate from the components within the active module when there is a need. 

When designing the specific modular internationalisation architecture, it is important to keep 

the flexibility. By thinking in modules, the creativity might also be sacrificed. Another issue 

to overcome is that people within the firm might not follow the modular internationalisation 

strategy. How this should be solved is left out for further research. Another major challenge is 

the question of how to design the modular architecture. Although it may be both costly and 

time consuming, a suggested framework for the design of a modular internationalisation 

architecture is presented.  
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By seeing departments active in a modular architecture as modules, and the processes the 

departments perform when entering a new market as components, it is possible to categorise 

the components into either standard or unique and customisable or non-customisable. The 

module components are individual for the specific firm. Standard components are used under 

every circumstance and unique components become active under different circumstances 

depending on the internationalisation factor and when they are needed. The non-customisable 

components are processes that can only be performed in one way, while the customisable 

components have a number of limited alternatives. By identifying the most relevant 

internationalisation factor, the key components in each module for the specific firm and 

understanding which modules and components become active when entering new markets in a 

specific situation, a manager can use the suggested model to design a tailored modular 

internationalisation architecture. 
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7. LIMITATIONS AND SUGGESTIONS FOR FURTHER 

RESEARCH 
When investigating a relatively new field, modularity in the context of internationalisation 

strategy, we decided that the first thing to highlight would be the opportunities and 

challenges. The paper is based on a multinational corporation in the vehicle industry, familiar 

with modularity as a concept, but it is possible that other opportunities and challenges will 

appear if investigating other firms. Our choice of research strategy limits the outcome of the 

paper, since the findings are based on respondents’ subjective opinions, rather than on 

statistical analyses proving that the opportunities and challenges exist. For example, just 

because previous studies and the empirical evidence support that a modular strategy can save 

time, since processes can be run and completed in parallel rather than sequentially in a 

production context, and that the respondents could see a similar scenario when it comes to an 

internationalisation process, it is not certain that modularity leads to time savings in reality. 

   

Since this study is only a first step to investigate a modular strategy in an internationalisation 

context, it is limited to the development of a first suggestion of a modular internationalisation 

architecture, and not a complete modular internationalisation strategy. The focus has also 

been on only one of Baldwin and Clark’s (1997) design rules, namely the architecture. 

Another aspect for further research is to investigate how the modules interact with each other. 

The modules can be designed independently, but still work as an integrated whole. How does 

this happen in practice if a multinational firm enters new markets? It has to do with what 

Baldwin and Clark (1997) called interfaces. One other aspect to investigate further is how 

knowledge flows between the modules. Since one of the advantages with modularity is the 

flexibility due to the hidden design parameters and that components can be changed within a 

module, without affecting other modules, perhaps shared knowledge might be less important 

for a firm with a modular strategy than for other firms? It is also interesting to investigate 

further how the process activities can be led and governed; or rather, an investigation of the 

project leader’s role and leadership. Does a modular internationalisation strategy always 

require a project leader when entering new markets? How can the modular 

internationalisation strategy be governed instead? How can one ensure that the implemented 

strategy is followed? The third design rule evaluates how well the different modules perform, 

which is what Baldwin and Clark (1997) called standards. In a production context, the 

standards can be measured by, for example, how many units produced and the quality of the 
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produced units. How to measure the performance of the modules and components when 

instead investigating internationalisation processes is unclear. Which key performance 

indexes are relevant when measuring the performance of the modules is also left out for 

further research. For researchers interested in other contexts than internationalisation strategy, 

the research body on modular processes in general is rather limited. A case firm with modular 

production might also have an interest in having modular processes. 

  

The suggested framework in this paper, of a modular internationalisation architecture, is not 

tested and the example of how to create a modular internationalisation architecture in the case 

firm is not yet implemented today. Instead it is a suggestion – an initial step – that needs to be 

further developed and tested. For example, it may be possible to add internationalisation 

factors in order to go more into detail about which components become active. It is unclear 

whether a modular internationalisation strategy is applicable in other contexts than in this case 

firm. As mentioned in the literature review, a modular organisation is suitable with 

modularity in production, and a non-modular organisation is more suitable in a firm that has a 

non-modular production; or is not a manufacturing firm at all (Sanchez & Mahoney, 1996). 

That means that a modular internationalisation strategy also might be more applicable in firms 

that have modularised production today – as at the case firm.  
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Appendix A – Glossary 

Adaptation – There is no consensus among researchers over the definition of what adaption 

is (Ryans et al., 2003) but it aims to customise the offer since different customers have 

different needs.  

 

Components – Pieces of a module which can be either standard or unique and either 

customisable or non-customisable (Mikkola, 2007). In this paper, the components are the 

processes that each module performs.   

 

First mover advantage – “... the ability of pioneering firms to earn positive economic 

profits.” (Lieberman & Montgomery, 1988, p. 41) 

 

Hidden design parameters – Design rules that are not visible in the architecture and that do 

not affect the design beyond the local module (adapted from Baldwin & Clark, 1997).   

 

Internationalisation – Firms that increases their activity in foreign markets and expands their 

business (Sachse, 2012, p. 1). 

 

Mass customisation – A strategy for producing a high quantity of units which can be 

assembled differently depending on the customer’s needs in order to reach low cost and 

customised products at the same time (adapted from Mikkola, 2007; Bask et al., 2011). In a 

process context, it is suggested to refer to the reuse of a number of processes or prior 

knowledge to manage different types of new situations.   

 

Modular architecture – A design rule which “...specifies what modules will be part of the 

system and what their functions will be.” (Baldwin & Clark 1997, p. 86). In this paper, the 

functions relates to the components.  

 

Modular interface – A design rule which “...describe in detail how the modules will interact, 

including how they will fit together, connect, and communicate.” (Baldwin & Clark 1997, p. 

86).  
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Modular standard – A design rule which is “...testing a module's conformity to the design 

rules (can module X function in the system?) and for measuring one module's performance 

relative to another (how good is module X versus module Y?).” (Baldwin & Clark 1997, p. 

86).   

 

Modularity – “...a strategy for organizing complex products and processes efficiently” 

(Baldwin & Clark 1997, p. 86) 

 

Modules – A complex system (Simon, 1962) consists of modules which together can be 

assembled to an integrated whole (Baldwin & Clark, 1997). In this paper, the modules are the 

supporting departments to the project leader in charge of entering new markets.  

 

Multinational corporation – “...those that operate in more than one country - not simply 

exporting goods from one country to another, but offering services in multiple countries or 

operating production facilities in more than one country.” (Kte'pi, 2009, p. 1171) 

 

Standardisation – There is no consensus among researchers about a definition of what 

standardisation is (Ryans et al., 2003) but it aims to reach economies of scale and lowering 

costs by using a similar approach everywhere. 

 

Time to market – “...the strategy of focusing on reducing the time to introduce new products 

to a market.” (Pawar et al., 1994, p. 14) 

!  
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Appendix B – More Modularity Types 
Kratochvíl and Carson (2005) refer to different versions of modularity types. The first way is 

to use five categories of components. These types are close to a salesperson’s perspective and 

the dependencies are therefore kept as simple and standardised as possible: 

a.  One size or one design standard components. 

b. Modified standard components, where the component itself can be reconfigured to fit 

a customer. 

c. Parameterised components that state size and design per order and before delivery. 

d. When the physical interface to a product’s environment is sought for, components 

can be designed per category of customers. 

e. The promise-ware components are not yet designed and require new specification and 

design. This type is more typical for high-tech components and in an “engineer-to-order” 

tradition. 

The optimal component strategy is here said to be based on the above “a”, b” and “c”. The 

modular process architect should try to keep “d” at a reasonably normal level and to minimise 

number “e”. 

 

A second way, especially in software, to view different possible modular categories, however 

here in a scale close to the potential component re-user perspective, are the following three 

(Kratochvíl & Carson, 2005): 

a. What pluggable components do is known, but not how it does it. It is like a black-box 

concept of LEGO bricks. 

b. Customisable components are adaptive reuses. It makes it possible to adjust 

components to fit new exact requirements, but the downside to it is that it makes a continual 

coordination of system versions and component versions necessary. 

c. Configurable components are pluggable components that change their behaviour 

through well defined mechanisms, still like a black-box. The configurator does not know how 

the inside of the component have changed, but although knows the expected effect of the 

change. 

 

A third way, according to Kratochvíl and Carson (2005), is defined as a scale of five, or six, 

component-architecture categories. These kinds of modularity are closer to a production or 

manufacturing perspective:  



 
 

62!

a. Common components are components that are the same in several products.  

b. A common kernel is a common basis combined with various components in various 

products. An example is the VW-platform that is used in many similar-sized cars. 

c. Variable component-dimensions in various products. 

d. Bus is a common standard basis. There are different components that supports the 

standard interfaces.  

e. Section modularity is like LEGO-bricks put together. An architecture interconnect 

any component with any others, in a number of combinations. The trick here is to create a 

versatile standardised interface between the components. 

f. Mix modularity is easily combined with the other five, prior, points. 
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Appendix C – The Questionnaire 
All the interviews were held in Swedish and the questions have been translated to English. 

The presented questions were asked to all departments. Depending on the answers, the 

interviews were taking different paths and different follow-up questions were asked in order 

to develop the understanding.   

 

• Can you describe what your department does in general? 

• How does your department become active when the case firm is entering a new 

market? 

• Does your department have a specific organizational structure today? 

o How is it structured? 

• Which advantages do you see with having that structure today? 

• Which challenges do you meet today? 

• Does the processes differ when entering different markets? How? 

o Does it depend on external factors, such as market maturity? 

o Does it depend on internal factors within’ the firm? 

• Which processes does your department pass through when entering a new market?   

• How would your working processes change if a modular internationalisation strategy 

were implemented? 

• Which opportunities can you see by implementing a modular internationalisation 

strategy? 

o Internally? How? 

o Externally? How? 

• Which are the main challenges you risk meeting if a modular internationalisation 

strategy is implemented? 

o Would you feel limited? 

• Can you describe each process you pass through when entering a new market in 

detail? 

 

 


