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ABSTRACT 

Small e-retailers need to grow and internationalize to be competitive. For global e-business, the internet provides a rich 
and flexible channel. The City of Oulu supports local e-entrepreneurs by providing services needed in marketing. This 
paper discusses marketing capability and provides an exploratory case study of how marketing capability is being built in 
Oulu. In addition to the efforts made at present, it is suggested that big retail operators should develop e-retail concepts 
which could then be franchised to e-retailers. Similarly, e-retailers need easy to use platforms with partnerships integrated 
in their interfaces. Furthermore, as marketing is context-dependent, marketing capability about how to operate in different 
market areas or countries should be built into the platform to make it easy to start doing e-business. Further research is 
suggested on e-business platforms for different business models and marketing concepts. In addition, more permanent 
and continuous support for local e-entrepreneurs is systematically needed within the e-retailing ecosystem. 
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1. INTRODUCTION 

SMEs have to grow and internationalize to be competitive. The internet provides a rich and flexible retail 
channel and a potential mechanism for retailers for broadening target markets, improving customer 
communications, extending product lines, improving cost-efficiency, enhancing customer relationships, and 
delivering customised offers (Basu and Muylle, 2003). Big retailers and retail chains in Finland have already 
started to intensify their online operations in 2012. 

In the whole area of the European Union a need to promote e-business has been recognized; online 
markets are deeply fragmented and still insufficiently developed in the EU. Both consumers and businesses 
have difficulties in accessing online shops and the latter in offering their services in other EU countries. 
There are barriers: Some of them relate to language, demographics, individual preferences, technical 
specifications or standards, internet penetration or the efficiency of the postal or payment system. The EU has 
an action plan for doubling the volume of e-commerce in Europe by 2015 (see http://europa.eu/rapid/press-
release_IP-12-10_en.htm). Furthermore, online internationalization brings e-risks besides the existing 
traditional risks for small e-retailers (see Pezderka &Sinkovics 2010). 

The City of Oulu has seen a need for supporting e-entrepreneurs. The ‘physical’ Vercco centre as 
infrastructure for e-businesses will, in due course, be built in Oulu. In the chosen lots, the idea of a hub for e-
business will be further developed. Recent studies in the Oulu region reveal some of the challenges in e-
business to be particularly marketing related. In addition, local SMEs are strongly oriented towards the 
domestic market and do not put much effort into internationalizing their activities, although, in the region, 
there is a strong belief in the opportunities of internationalization (See Ahola & Vuorela & Suutari 2010). 

The Oulu region in Finland is a favourable geographical ecosystem for high technology services and e-
business. Successful e-retailing requires, not only concrete skills – such as ICT-skills - and knowledge of 
retailing and wholesaling, but also - because the internet is global - multiple new capabilities and know-how, 
such as capability of international trade (Ahola, Vuorela & Suutari 2012). 
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In the present paper, the following research question will be answered: What kind of marketing capability 
(intellectual and relational) do small e-retailers need, and how is this capability being built and supported in 
the Oulu region? Besides defining the concept of marketing capability and the internationalization challenges 
of small e-retailers, the case study strategy is used as a research method. Case research is an investigation of 
a contemporary phenomenon, including the emerging body of knowledge concerning that phenomenon (Yin, 
1994). The present preliminary case study is based on observation, documents, presentations in seminars 
organized by regional and national organizations, newspaper articles, and interviews of the focal e-business 
actors during the year 2012. 

2. THE CONCEPT OF MARKETING CAPABILITY 

Marketing is defined as “an organizational function and a set of processes for creating, communicating, and 
delivering value to customers and for managing customer relationships in ways that benefit the organization 
and its stakeholders” (Definition of marketing approved by the AMA Board of Directors August, 2004). 

Marketing capability consists of relational and intellectual market-based assets (Srivastava, Fahey, and 
Christensen 2001). Relational market-based assets are outcomes of the relationship between a firm and key 
external stakeholders, including distributors, retailers, end-customers, other strategic partners, community 
groups, and even governmental agencies. The bonds constituting these relationships and their sources may 
vary from one stakeholder type to another. For example, brand and channel equity reflect bonds between the 
firm and its channels and customers. Brand equity may be the result of extensive advertising and superior 
product functionality. Channel equity may be in part the result of long-standing and successful business 
relationships between the firm and key channel members. Intellectual market-based assets are the types of 
knowledge a firm possesses about the environment, such as the emerging and potential state of market 
conditions, and the entities in it such as competitors, customers, channels, suppliers and social and activist 
groups. The content or elements of such knowledge include facts, perceptions, beliefs, assumptions and 
projections. The content of each equity type and its sources vary greatly from one type to another (Srivastava  
et al. 2001, 782). 

3. CHALLENGES AND OPPORTUNITIES IN SMES’ E-BUSINESS 
ACTIVITIES 

SMEs should be an important subject of study for academic researchers for several reasons. The employment 
scope of SMEs is significant in the US and EU countries (Bharati, Lee & Chaudhury 2010). Serious issues 
concerning the future of SMEs operating in a peripheral location, and their e-marketing provisions, arise 
regularly. SMEs still do not use e-marketing to its full scope and potential (Gilmore et al. 2007). The 
effective use of ICT can provide small firms with the opportunity to take advantage of shared platforms or 
portals that will allow small and medium companies to exploit the business benefits of ICT. This may allow 
SMEs to create and take part in strategic alliances with other organizations and create new platforms for 
sharing knowledge. SMEs could become of global significance if they can grow and internationalize via the 
internet (see also Javalgi et al. 2010 on Indian SMEs). 

By integrating information technology and marketing, special e-marketing capability can be developed. 
Trainor et al. (2011) suggest that researchers and practitioners should pay special attention to the 
complementary resources that are needed to successfully implement IT-enabled marketing initiatives and that 
an emphasis on the technology alone may not be sufficient. 

There are many practical challenges that e-retailers encounter in Europe. They include the following: 
languages (customer service in 15 languages; use of Google Translator is not sufficient), currency and 
payments (euro plus 11 countries with their own money; country-specific price lists are needed), logistics 
(local partners usually needed). Additionally, every European country has its most popular portals, market 
places, certificates for trusted e-retailers, legislation and taxation. 
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4. CASE STUDY OF SUPPORTING THE INTERNATIONALIZATION OF 
SMALL E-RETAILERS IN OULU, FINLAND 

4.1 Background 

In the global contexts, SMEs and small e-retailers need to build intellectual and relational capabilities to 
survive in the e-markets. How to support the development of e-marketing capability of small retailers 
interested in entering different European markets? It is important to acquire knowledge of the marketing 
environment, marketing practices, cultures, customers and competitors. The staff of SMEs also need to know 
how to build relationships with partners and customers. 

In Finland, such knowledge is readily available and trends of e-business are discussed in different 
seminars throughout the value chain. The focus is on future customers, international trends, trust, mobile 
business etc. The ‘E-revolution’ increases competition in retailing as well as the power of customers through 
the alternative ways of doing shopping. In Finland, international e-business grows rapidly; Finns favour 
German e-retailers (e.g. Zalando). Finnish e-retailers get their customers mostly from Nordic and Baltic 
countries. In the present state of affairs, however, Finnish companies do not utilize their full potential in 
international markets, and Finland clearly lags behind many other European countries in spite of e-retailers’ 
access to easy-to-use platforms (e.g. ePages) with training, tips and trends for several different business 
model types. 

Seminars are organized, nationwide and locally, to improve the understanding and know-how of e-
business. In such seminars, best practices and successful case examples are presented and shared of going 
abroad via the internet. On the basis of our experiences, we claim that successful global e-business still 
requires more homework both ICT-wise and businesswise by aspiring e-retailers: building partnerships in 
different countries, selecting solutions for payments, understanding different cultures, offering versatile 
assortments, building logistics, learning taxation, and thus finally differentiating among hundreds of other e-
retailers. 

Increasing competition and complexity challenge also the established e-business players and as well as 
thinking in home markets. The challenges include, among other things, informed and empowered consumers, 
versatile and multichannel shopping and marketing, shifting real-estate demands and evolving supply chains. 
Dynamic market opens up new opportunities as well, such as authentic offerings, brand building and 
improved interaction with end clients, sales channels and platforms and disruptive innovations. The 
challenges are many and even the biggest retailers do not sell all their products in all countries. Even many 
big e-retailers find the challenges of differentiation, marketing, logistics, competitive advantage and customer 
loyalty overbearing. One example is Fruugo, an e-commerce centre which offered a business model 
providing brands of several e-retailers; it failed and went bankrupt. 

4.2 Activities of Building Intellectual and Relational Marketing Capability in 
Oulu 

Oulu being a high-tech City, there are brick-and-mortar shops with a potential to establish e-shops. Vercco, 
previously a project on e-business development (www.vercco.fi), continues to serve e-retailers in Oulu with 
consultation and offering networking services. The purpose of Vercco is to build long-term partnerships and 
networks in e-business and increase the number of professional e-entrepreneurs in the area to form a real e-
retailing ecosystem. 

In Oulu the challenges and opportunities of global business have been recognized. Competition in e-
business is global. Buying online is basically easy all over the world. However, there are many technical 
obstacles, such as languages, customs and customer service. Thus, understandably, global actors increasingly 
localize their solutions (currencies and languages). Especially new online stores have difficulties to be found 
among many others web shops. Therefore, the biggest problem of Finnish online stores is branding and 
marketing. 

Gradually, Oulu is attracting the attention of international brands, and local business models are created. 
One interesting example is the biggest newspaper in the region, Kaleva. It promotes e-business by offering a 
concept for retailers (Kauppakeskus 24) to make it easy for an e-entrepreneur to sell online. Some brick-and-
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mortar retailers have established e-shops e.g. in the music business, and the multi-channel model is gaining 
ground. The actors within Vercco have opened a pilot e-shop in Russia to gain more international experience 
(www.finnbrands.ru). The purpose is to build a model for marketing, logistics, customs, distribution and 
payments in the Russian market, which is still quite unknown to many e-retailers.  

5. CONCLUSIONS AND DISCUSSION 

Small e-retailers in the Oulu region, and probably in Europe in general need more marketing capability, 
intellectual as well as relational, in the fields of both ICT and internationalization. Leading e-business 
operators in Finland use the localization strategy successfully. Similarly, also small e-retailers can develop 
their intellectual and relational marketing capability by building new capability of digital marketing by 
including and integrating into their websites the functionalities of e-retailing, search engine optimization, 
newsletters, adwords, social media etc. They should be trained in selling online; updating and upgrading their 
websites; being present where the customers are, online, on Facebook, or in other digital environments, in 
Europe and all over the world. SMEs and small retailers should have the courage and be encouraged to learn 
to do e-business more efficiently and effectively. 

Big retail operators (e.g. Kesko in Finland behind the K-brand) could develop retail concepts for starting 
a business as an online K-retailer. In this way small e-retailers could more easily utilize the existing 
ecosystem of e-retailing. In order to do this, e-retailers need easy to use platforms (e.g. ePages), with 
partnerships integrated in their interfaces. Furthermore, as marketing is context-dependent, marketing 
capability for every market area and country should be built into e-shopping platforms to make it easy to start 
doing e-business in a particular area and country. 

Advancements in internet technology enable small e-entrepreneurs to engage in activities and innovations 
using new business models to achieve scale and scope as they begin to compete in the global marketplace. 
An understanding of how these entrepreneurs are successfully growing and rapidly expanding their 
businesses is critical, not only from a research perspective, but also from a practitioner point of view. 

We suggest further research on e-business platforms for different business models and marketing 
concepts. We also propose, based on our empirical experiences of the present case study, that more 
permanent and continuous support for local e-entrepreneurs is needed so that they can exploit the retailing 
capability they already have, and the growing e-business skills that they have developed. Through such 
support they would gain intellectual and relational capability; in practice this would entail that they be trained 
in marketing, ICT, marketing communication and business culture. This could pave the way for them to 
become part of the new e-retailing ecosystem in the making in our area, the Oulu City Region. 
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