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Abstract 

 

This thesis will describe SaaS (Software as a Service) business in a global environment. The 

prior focus will be to give suggestions of models and good examples of how to scale local 

business into global markets. The necessary theoretical framework on software product and 

scalability issues is given. Qualitative research is carried out to find out how the suggested 

models are adopted among selected ad serving companies. The results from three different 

companies were analyzed to find similarities and the extension of strategy described in theory. 

The main aim is to illustrate how scalability fits into each company’s business model rather than 

gain results for the whole industry. 

Software industry is changing towards the SaaS business model. This paper describes the 

significant advantages over the traditional software distribution. SaaS can be easily accessible 

over the internet and provide more scalability for software vendors. Apart from cost efficiency 

SaaS gives flexibility in maintaining and updating the product. Most importantly it enables 

vendors to tap into the global customer base, as there is less dependency on local distribution. 

Scalability has become a major factor for the success of software vendors. The stability of brand 

solutions is challenged by fast growing startup companies. Main theoretical framework of 

scalability criteria lies on the Stampfl, Prügl and Osterloh (2013) model. It suggests most 

important components of designing and implementing scalable businesses. General insight of 

market expansion strategies are based on Gupta and Govindarajan (2000) framework and 

adopted to software industry. 

Qualitative research methods were chosen for this study. Interviews were carried out with three 

vendors representing advertising technology companies. They qualified the important scalability 

issues and studied the strategies of expansion. Qualitative study allowed focusing on essential 

information that lies among the responsibilities of company managers.  

Research result shows the similar path of scaling among the three interviewed companies. 

Importance of experience among startup owners and the need of a first engaging customer are 

highlighted as crucial. Findings suggest vendors to invest in well-developed system 

fundamentals that do not limit the scalability on later stages. Results prove that majority of 

development is coming from existing client requests. They are treated with highest priority due 

to the nature of business to business relations. Nevertheless, categorization of clients is needed, 
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to decide if developments should be entered in product roadmap. The strategy of “launch 

vehicle” was confirmed by one of the vendor which has several products on its portfolio. 

Global expansion is described in the theory and was discussed on interviews. SaaS companies 

express great strive towards scaling their business internationally. Presence on global software 

markets like US is treated as the only chance for winning competitors in a long run. They never 

stop looking for growth and exploring new possibilities that would help them getting there. 

 

 

 

 

Key-words: SaaS, Software as a service, Ad server, Advertising technology, Software, 

Scalability, Global expansion, Admeta, Adtoma, Gemius, AdOcean 
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1. Introduction 

Software services emerged with the expansion of computational devices used in big companies. 

At first software products where offered by the same companies providing the hardware 

infrastructure. The pioneering hardware companies, like IBM remain strong in this segment, 

while others have shifted their focus entirely to software. Their extensive knowledge gained over 

the years let them be more innovative on the software side, while hardware products have long 

development cycles, face more competition and smaller margins. (Hashagen, Keil-Slawik and 

Norberg, 2000 p.11-17.) 

The invention of internet helped to diversify software service segment with new entrants. 

Suddenly such services were not binned to the hardware and client could choose over several 

service providers. SaaS (software as a service) companies are hosting their computing centrally 

at a different location than clients, nowadays often referred to as the “cloud”. (Software and 

Information Industry Association, 2001. p.4.) 

These change of events allowed many new SaaS companies to arise and expand much easier than 

ever before. However after disrupting a part of the traditional enterprise software the SaaS 

companies realized there are still many challenges to face regarding the distribution of services 

and maintaining viable business models. (Kittlaus and Clough 2009, p.49-56.) 

 

1.1 Problem Statement 

The new approach to the software business allowed companies to have a multi-tenant 

architecture, where a single configuration of network and software can host multiple numbers of 

clients. That decreases the maintaining costs and eases the implementations of software updates. 

Such setup addresses a new problem to the software industry – scalability, the ability to increase 

the size of client network, while maintaining the quality of service (Venieris and Hussmann 

2001, p.295.). From a hosting perspective it challenges the designed system to support the ever 

growing number of clients and the sudden peaks of traffic (Kittlaus and Clough 2009, p.21.). 

Most importantly SaaS still contains significant constraints towards the geographical scalability 

that is the main problem in the era of globalization. While the only viable business strategy is 

global expansion, there appear such important limitations as customer service, local market 

requirements and quality standards. (Gupta and Govindarajan, 2000, p.48). 

 

1.2. Research Question 

This thesis will research selected SaaS companies to find out possible suggestions for global 

scalability. Ad serving services is selected for narrowed segment to look for possible similarities 

in scalability approach. However it’s expected that even the companies from same segment may 

have very different strategies. It is interesting to learn their diversification of value proposition 

and market strategies, which helps them to compete with many other similar technology vendors. 

It can be expected to have different approach to functional scalability. In other words, answering 

the questions of how to keep software flexible, adjustable to client needs but also maintain a 

focused strategy of product development. This thesis will not attempt to describe the full 

technological side of scalability, development and maintaining issues. Nevertheless of 

researching the ad serving technologies, the results may be considered for application of any 

SaaS type and will work as a good suggestion for dealing with scalability issues. 

 

1.3. Implications 

Current market trends show that globalization is accelerating. There is a progression of rapid 

growth in IT spending from the industrially developed to developing markets (Catherine L. 

Mann and Kirkegaard, 2006, p.13.). Companies from US are fighting to enter the Europe and 
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European companies go the opposite direction to US. For majority without any luck and it’s fair 

to say that most of the early stage expansion is happening in separate regions – continents. 

Software companies are prearranged to be able to answer the global demand. However they 

leave many local requirements out of their sight. This ends with a fierce competition on markets 

that are big and much less presence on the smaller ones. It gives great opportunities for new 

startup companies from smaller markets to establish their local presence before going globally. 

Good evidence is start-up environments in Scandinavia and CEE (Central and Eastern Europe) 

region. 

That means the expansion can and should be managed systematically (Gupta and Govindarajan, 

2000, p.46-47.). The results of this paper will suggest some guidelines that mangers of SaaS 

companies could consider while setting up their strategies. This can extend the number of their 

choices either force to think more creative and not follow competitor’s footsteps described here.  

Thesis includes research of companies with Swedish origin and findings will particularly help 

Swedish startups. They will have suggestions to have the right timing and efforts allocation for 

the global expansion. 

2. Literature Review 

This chapter provides an introduction of software products and business implications of SaaS 

model. The explanation of research item will help reader to better understand the issues 

described later. Following theory in this chapter explores such main topics of this study: Product 

development, Scalability and Global expansion. The purpose of literature is to give theoretical 

background for understanding, how the scalability topics influence company’s growth and 

expansion potential. It includes previous research findings on the scalability topic which has 

limited availability in literature. Global expansion theory has been adapted to software industry 

purposes and provides relevant suggestions for strategy decisions.  

 

2.1. Software product  

Kittlaus and Clough (2009) describes product management as a discipline that is present in many 

industries for decades and mentions Procter and Gamble as the brightest example in consumer 

goods industry. They invented the product management as an explicit management concept and 

in 1931 the company assigned product managers to each of their products. Later the idea became 

widespread and now any company devotes their resources to managing their products that 

generate most of their revenues and are core assets of company (p.1.). The activities of product 

management and strongly connected to the product itself and the culture of the company. It is 

basically about managing the relevant areas both inside and outside of company to sustain the 

product success. It specifically concerns product development itself and well as marketing and 

operation topics. (Kittlaus and Clough, 2009). Such are also the research fields of the scalability 

issues discussed later. 

Kittlaus and Clough (2009) believes that software is the most complex product of human 

invention and its management is especially demanding and responsible. Software is an intangible 

asset with no physical form other that it’s value utility (Kittlaus and Clough 2009). It’s 

functionally can only be accessed via user interface that is a controlled interaction with software. 

There are many parts that constitute the software product; it’s actually a combination of several 

programs that combined creates the value. Same as with many highly technical products it’s hard 

to explain how software works to general public. And it is not the focus of this paper, 

whatsoever. Kittlaus and Clough (2009) claim due to its nature software is a truly “intangible” 

product. Even the customers does not really acquire the product when buying the software but 

rather its license (p.5.). This is also due to protection of intellectual property, as providing the 

full source code would enable undetectable multiplication of the product and cause enormous 

damage to the business. 
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Software is a knowledge based product created by combining the human know-how with 

computational possibilities of “vendor” company (Kittlaus and Clough 2009). Effectively 

applied software can create strategic competitive advantage and define its client success in future 

(p.5.). 

 

2.2. Software as a service 

The term “service” in software products has developed from the category of service focused 

software (Kittlaus and Clough, 2009). In majority those are web services that client connects via 

Internet and does not require any hardware, since hosting is provided by vendors’ side (p.14.). 

Therefore Kittlaus and Clough (2009) definition of SaaS (Software as a Service) is:  

“Business and delivery model that allows customers to use software over the internet without 

having to install it on their own computers.” 

Software products have different attributes that highlight certain aspects of the product which are 

researched in this paper. According to Kiitlaus and Clough business software unlike consumer 

software usually requires customization according to client needs. Another difference is that 

business software is marketed to far less number of consumers than consumer software (p.15.). 

While many aspects apply to both, this paper examines business SaaS as unit of research.  

Customer benefits have significant implications to business. Often also the business model 

innovation is strongly tied to one or several of such aspects. Kiitlaus and Clough (2009) 

highlight such SaaS advantages (p.21): 

● No need of installation, maintenance, data storage and backup etc. 

● The software is automatically updated to its latest release level. 

● Usually the pricing models is advantageous compared to the traditional license model. 

And following SaaS disadvantages: 

● Vendor stores and controls the customers’ data. 

● The availability of the service is dependent on the availability of the internet which is a third 

party - partner dependency.  

All of the mentioned points shape the general design of SaaS business model. Firstly, they are 

typical economies of scale. According to Kiitlaus and Clough the total costs of software products 

are fixed and it is necessary to reach the minimum revenue and break-even point for vendor 

company. It shows the high necessity of software vendors to increase volumes and offer products 

internationally (p.15.). The path to achieve this is the scalability issue that is described later and 

is main focus of this paper. 

Next point describes the fact that software same as any other product should be continuously 

improved. Kiitlaus and Clough state that every additional income beyond break-even point is a 

pure profit (p.15.). But in order to keep up with the competition software vendors have to 

reinvest their profits into R&D. This also creates other value than just cost saving for the client. 

New software services are mainly competing with corporate solutions. SaaS eliminates the up-

front expenses of software purchase by avoiding the installation on customers’ hardware, as well 

as reduce the maintenance and operational costs (Kittlaus and Clough 2009, p.185.). 

Patterson and Cicic (1995) claims that highly intangible services are perceived as continuous 

performances by its customers. It’s not possible for them to experience or inspect software 

before trying it out. Even that might differ from actual application which requires significant 

devotion of resources. It creates several marketing implications that can be treated as both 

opportunities and problems (p.60.) 
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Firstly, the services cannot be displayed to the customers and communication is difficult due to 

the complexity of software. Since customers cannot inspect the services beforehand they can 

only rely on what is being communicated to them. The judgments are made of pricing level, 

marketing messages, experience by other customers, manner of servicing the initial talks and 

word of mouth. This creates more risk for both – buyers and sellers of intangible service 

solutions. Besides it is difficult to differentiate the purely intangible services for the competition. 

It requires more resources in building credible and strong brand for the vendor company. 

Therefore, business with highly intangible services like ad servers include higher risks in 

entering new markets. (Patterson and Cicic, 1995, p.60.). Ad servers are segment of SaaS and 

their services are described later in this paper.  

Secondly, such highly intangible SaaS services are professional services. For the vendor 

companies it requires to follow the clients into international markets. (Patterson and Cicic, 1995, 

p.60.) The client-chasing strategy becomes very important to generate the growth of the 

company and accumulate advantage over the competition. Therefore marketers should keep the 

global focus even if there are no plans to enter list of certain markets. 

Thirdly, the production and consumption of pure services cannot be separated. Marketers of such 

services should be directly involved to be dealing with foreign customers. (Patterson and Cicic, 

1995, p.60.) Even the established local offices would work just as distributors and will require 

centralized strategy and involvement from abroad. 

This dimension also relates to the operational necessities. The intangible services of SaaS require 

close contact with customer during the delivery phase. According to Patterson and Cicic (1995) 

it can be referred to as “high contact” services and has number of marketing implications. Being 

able to prove the client consultation from a local branch office has concomitant costs and risks, 

but rather not suggested to rely on the distributor abilities. The personal contact leads to a highly 

customized service which requires judgment and adoption of service. Such level of service 

cannot be delivered by agency or a franchise, since the personnel require not only high technical 

but also interpersonal skills. The company branch becomes also the producer and marketer of 

service. The recruitment of such service providers require sophisticated training and customer 

relationship competences provided centralized. (Patterson and Cicic, 1995, p.61.-62.) 

 

2.3. Product development 

Kiitlaus and Clough describes that software product management practice has been long around 

for vendors but less for corporate organizations. This however does not mean that vendors have 

had exclusivity in management. Often start-up companies that intend to become vendors are 

lacking capital. If no investment or credit is available they turn to potential customers and start 

developing more customer-tailored product that client is willing to pay for immediately. Such 

customers can serve as good basis for prototypes that other clients would be interested; however 

the current market experience suggests such a rule (Kiitlaus and Clough p.30):  

“The relation of the effort for a prototype versus a commercially usable piece of software is 1:3, 

of commercially usable software versus a software product that can be used by a higher number 

of customers again 1:3.” 

It means that such a strategy would not effectively lead to reusable software product for 

distribution on the market. In fact, customers will be interested to pay for commercially usable 

product that meets client needs but will try to reduce as much as possible their investments of 

vendor’s generally reusable product. It’s a tempting strategy from cost perspective but also lead 

to developing a separate software code for usage of each customer. It can work as long as every 

customer is paying according to the effort, but it’s not a business model of software vendor and it 

will fail to accomplish the investment targets. Switching from customer tailored services to 

software vendor will create dissatisfaction among customers (Kiitlaus and Clough p.30.) 
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Customers will be used to getting specific developments for the money they pay and will expect 

the same from monthly maintenance fees for common software code. 

Kiitlaus and Clough highlight the importance of decision making in software development. If the 

customer requirements are not to be part of the standard product, they can be only implemented 

as individual service for an extra fee. While in the case of standard product all customers will 

benefit from development additional functions. Of course there could be mid scenarios, when 

customers pay for developing something less important but for general use or when 

developments are made as additional service to all customers. However for the basis of software 

product there are just the two of the alternatives, if there is a plan to maintain standard product. 

For the software vendors it’s extremely important to understand the value of their products and 

be able to demonstrate that to its customers. Growing number of vendors draw their business 

decisions from knowledge of what customers would value, in such way gaining advantage over 

the vendors that have less such information. (Anderson and Narus 2008, p.54). This helps to 

decide the particular software development tasks that should create the highest value to 

customers, taking into account the generated business benefit versus costs. Anderson and Narus 

(2008) define the essence of the value in a following way: 

“The difference between value and price equals to the customers incentive to purchase. Simply 

put, the customers’ incentive to purchase a suppliers offering must exceed its incentive to 

purchase the next best alternative.” 

Even in the most innovative cases when no comparable product offering exists there is always a 

competitive alternative. In software markets, one and often faced competitive alternative is the 

customers decision to make the product themselves, so called “in-house” solution (Anderson and 

Narus 2008, p.54). 

As one of the most precise method to build the value model is value-in-use assessment. A team 

should be organized for such research. It should include people with product, marketing and 

sales knowledge. Having sales people is particularly important for their customer knowledge and 

how the offering can be used (Anderson and Narus 2008, p.55). In the case of ad servers, they 

could estimate the potential customer loss due to software down-time and other issues of next 

best alternative. It clearly describes more significant value than just saving of internal resources. 

Another way to help deciding about developing the most value generating product aspects is to 

create a list of value elements. Everything that affects the costs or benefits in customers’ 

business is value elements. They could be technical, economical, service or social nature, 

describing effects that customer may have by doing business with vendor. This of course can 

also help to determine the priority list of software developments for further improvements of 

product, not only designing the business model. (Anderson and Narus 2008, p.55). 

 

2.4. Scalability  

According to Stampfl, Prügl and Osterloh (2013) internet has rich empirical evidence to learn 

about successful business model innovations and “scalability” has been identified as key success 

factor for many innovative internet-based businesses (p.229.) 

Most often scalability is used in the context of technological abilities for increased workload and 

flexibility in additional client accommodation. However, there is no generally accepted 

definition of scalability in business context. The understanding of such meaning is related to the 

growth potential of vendor company. Especially the ability to utilize the economies of scale at 

fastest possible speed. This chapter focuses on the business side of scalability and growth of 

software vendor business (Stampfl, Prügl and Osterloh, 2013. p.229).  
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Scalability has been mentioned in literature next to the other important factors of business, such 

as entrepreneur characteristics, resources, strategy, industry, and organisation structure and 

systems. A particular factor contributing to company growth and business model innovation,  

“Scalability can be defined as a business model’s ability to increase revenues faster than the 

corresponding cost base” (Stampfl, Prügl and Osterloh, 2013. p.229) 

Nowadays it’s not about big companies outperforming smaller ones, but either of them growing 

fast enough to with the race. If you cannot scale really fast you will probably lose even with a 

first mover advantage. Investors value the scalability the most during the early investment 

rounds. They expect that company may yield high returns once it has grown and established a 

profitable business, which would also cover the costs of large customer’s base. Also the entire 

business model has to be scalable in order to expand business into new markets quickly or 

reaching new customer segments. Either way the perspective has to be huge in order to capture 

interest from venture capitalists. (Stampfl, Prügl and Osterloh, 2013. p.229) 

Stampfl, Prügl and Osterloh (2013) concluded that it is important to differentiate the business 

model design and business model implementation aspects. Put this in simply way – one may 

design a good business model but poorly execute it and other may have less creative business 

model but strong implementation and management skills to achieve the same or more. A game-

changing business model won’t scale if the management doesn’t have what it takes to operate it. 

(p.233) 

A successful business model consists of various components as Stampfl, Prügl and Osterloh 

(2013) describes it, in figure 1. 

Figure 1 Explorative model of business model scalability 

 

 

2.4.1. Business model conceptualization 

The research by Stampfl, Prügl and Osterloh (2013) focused on the components that influence 

scalability in the phase of business model conceptualization, although business model realization 

is also there. They categorized the identified factors in clusters of technology, costs and revenue 

structure, legal adaptability, network effects and user orientation (p.234.). 
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Use of technology is playing the significant role in business model scalability for young startups 

and found as top criteria to receive a positive investment decision. Companies often invest in 

technology because it’s the part that enables scalability which allows reduce human resource and 

automate the process of service. (Stampfl, Prügl and Osterloh, 2013. p.234). 

The cost and revenue structure describes the company’s ability to finance the growth. Often new 

ventures cannot finance fast growth due to their negative cash flow and rely mainly on external 

finance. This however is not a long-term solution and significantly reduces the possibilities of 

growth. (Stampfl, Prügl and Osterloh, 2013. p.235). The interest from venture capitalists and 

additional funding should come with company’s ability to show the growth of profitability. An 

interesting finding of Stampfl, Prügl and Osterloh (2013) was that interviewed investment 

experts preferred business models, which generate revenues in early startup stages, while 

keeping fixed costs low. (p.235.) 

Stampfl, Prügl and Osterloh (2013) interview findings show that legal restrictions must be taken 

into account when designing a scalable business model, because they can significantly limit the 

scalability. Without proper investigation such limitations can arise in various forms 

unexpectedly. It’s necessary to adopt the software services to the specific country requirements 

prior to the geographical expansion. (p.236.) 

The concept of network effects is described by Stampfl, Prügl and Osterloh (2013) as good 

customer’s feedback attracting more customers. However it can also work the opposite way and 

hurt the company’s business expansion. The speed of user loss increases exponentially. It’s has 

been indicated that the positive network effect and establishment the services as market standard 

may allow to increase the price of product. The critical mass in software services is not that 

critical, but it still may define the success or fail in the early phase. Reaching the milestone might 

boost the company’s growth and gain viable revenue sources (p.237-238.). Stampfl, Prügl and 

Osterloh (2013) says about user orientation:  

“Customer experience must be at the heart of any innovation and design process”  

Their research supports the user driven approach not pure technological push. With software it’s 

important to note that problem solving should be built around existing user knowledge to scale it 

more easily. The user’s perception of service simplicity is influenced by the relevance and 

existence of previous knowledge. People will choose another solutions if they don’t understand 

what is being offered. (p.238-239.)  
2.4.2. Business model realization 

The potential of growth can only be realized if the business model is well implemented and 

operated. This is a widely underrated issue and business model cannot be successful per se. In 

literature “strategy” is often referred to something that included the realization part as well. 

Strong and highly scalable business model can be managed poorly and fail, same as less scalable 

business may succeed because of good management and implementation skills (Osterwalder, 

Pigneur and Tucci, 2005, p. 7-8.). Therefore investors greatly appreciate company’s team of 

employees. Stampfl, Prügl and Osterloh (2013, p.240) interviews with investors’ state: 

“Scalability is one of the most important investment criteria, but the team is even more 

important” 

When startups get acquired by larger companies, often it’s stated as agreement condition that 

existing team stays with the company otherwise settlement value is decreased. 

Osterwalder, Pigneur and Tucci (2005) describes implementation and management as 

“translation” of business model into concrete elements like company’s structure, processes, 

systems and infrastructure. All of which must be financed through internal or external funding as 

illustrated, in figure 2. (p.8). 
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Figure 2 Business model implementation. 

 

 (Stampfl, Prügl and Osterloh 2013) add the importance of startup location in connection with its 

team. The geographical factor may be responsible for the differences in the survival of startups. 

Internet makes it possible for SaaS to be built on virtual elements; however companies are still 

heavily dependent on ability to acquire the resources, which include people as most important 

(p.241-241). Stampfl, Prügl and Osterloh (2013, p.242) findings say: 

“It is important to be in an environment which provides the adequate people and other resources 

you need, because otherwise whole model cannot be scaled”. 

 

2.4.3. Market scalability.  

Stampfl, Prügl and Osterloh (2013) describe an example of company that specializes by taking 

successful business models from US and simply implementing them on different markets. 

Taking an original business idea seen on a different and implementing on your own seems to be 

one of the popular ways starting your own business. Market characteristics have significant 

impact on new venture growth and despite many good examples the simple duplication might 

not work at all times. Market potential, market dynamics and market education are most 

important moderators of the relationship between scalability, growth and investor attractiveness 

(p.240). 

Market potential is described by Stampfl, Prügl and Osterloh (2013) as current volume of the 

market or its segment where startup operates and the maximum potential to capture it’s shares 

within a certain time period. All other aspects putting aside, business models in larger markets 

will more likely achieve high growth rates for the company. Especially in the fast changing 

environment like Internet there are still plenty of unexplored spaces left for SaaS startups. 

Market dynamics in its readiness to change and flexibility can influence the degree of company’s 

success. Business model can be exploited to the fullest if the market is very dynamic. Otherwise 

it may require redefining some of the business model building blocks according to market’s 

status quo. The business scalability together with a highly dynamic market can be a huge 

advantage. Investors see market dynamics as most important point for high-speed growth of 

company. Market education can have both inhibiting and supporting effects simultaneously. It is 

very hard to enter the undereducated markets where customers do not know how to use the 

offered product and why they need it. Company needs to invest in educating the market about the 

benefits of its products which strongly inhibits the business scalability. However, once the 

customers are used to paying for such services, it becomes easy to expand and capture the most 

of market’s potential, which could not be possibly in a highly competitive and well educated 

market. Market education is often referred to unwilling because of the advantages it gives to the 

fast followers. Competition may wait for the right moment to enter the market and come with 

stronger value proposition. It has happened several times when first mover startups fail to 

establish their business models but later companies successes by taking well prepared grounds. 

Sometimes market is simply not ready yet but after several years another similar idea scales up 

quickly (p.241-240).  
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2.4.4. Scalability consequences. 

The consequence of business model scalability positively affects the growth of company. It is at 

greatest importance during the early stage of company formation, when it’s looking for investors 

that highly value the ability to scale fast. They specifically are looking for such companies. Not 

that other business models cannot work, it’s just not interesting from investment point of view 

since there is always next best alternative for an investment. Highest return within shortest 

period of time wins (Stampfl, Prügl and Osterloh, 2013. p.240). This in general means following 

high risk – high return strategy for the company which is one of the possible scenarios for 

startups to follow. This scenario could be unavoidable without private investors that are open for 

other options, like slower but more secure growth, not necessarily because of less scalability 

potential. 

Stampfl, Prügl and Osterloh (2013) conclude bi-directional relationship between investor 

attractiveness and company growth. In other words, one leads to another – the positive growth of 

company after the investment, makes it even easier to attract additional external funding. 

Therefore initial investment choice sets the pace of software as service company growth. In this 

sense Stampfl, Prügl and Osterloh (2013, p.243) states the brilliance of SaaS: 

“SaaS is absolutely the best business model in terms of scalability. The reason that you can offer 

your software online, everyone can download it easily, you don’t need to ship boxes, you can do 

maintenance online and can provide updates via download – that means: there is nothing better 

when it comes down to scalability. You don’t need sales people who acquire customers at 

different locations and you don’t need to keep inventory.” 

 

2.5. Global expansion 

In the modern business settlement global expansion does not require argumentation; it’s a 

necessity for any medium size to large business. However, before taking this strategy it is 

important to remind ourselves the reasons of doing that and make sure company achieves those 

benefits. (Gupta and Govindarajan, 2000, p.45) 

“Going international needs no grand design, but neither should a company wander aimlessly 

into the global jungle” (Gupta and Govindarajan, 2000, p.45). 

Gupta and Govindarajan (2000) states the global expansion is directly linked to never ending 

demand for growth in order to raise more capital and attract and retain top talent. In majority 

such a growth imperative requires looking less advanced and emerging markets for new 

potential. And emerging markets are meant here regarding their level of development in adoption 

of software services not general classification according GDP (Gross Domestic Product). 

Nevertheless majority of software innovation is coming from US, there are good chances to go 

opposite direction and this can be proved by evidence of rising number of US patents invented 

by other countries, in figure 3. You can see a decline in patents starting from year 2007.  
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Figure 3. US software patents invented in the US and other countries. 

 

(Arora, Drev and Forman, p.3) 

Another reason for global expansion is the efficiency imperative. SaaS represent a true economy 

of scale and whenever a company exceeds revenues over costs in one country, a company with 

international operations has potential to achieve cost advantage over the local player. When a 

highly scale sensitive business like software decides to open its local office then its costs could 

be endlessly covered by profits from stronger markets. Such office can be kept in place for other 

reasons than local profits (Gupta and Govindarajan, 2000, p.45). 

According to Gupta and Govindarajan (2000) the differences between markets of several 

countries can provide the knowledge imperative to the global expansion. The adaptation to such 

differences creates new know-how which could be relevant also outside the particular market. 

Such innovations have potential to generate global advantage for the company and gain image of 

cutting-edge technology among costumers. 

Globalization processes also take action on the customer side, therefore Gupta and Govindarajan 

(2000) mentions globalization of customers as yet another reason to follow. Many customers for 

business software solutions are worldwide corporations and they are practically on every 

industry. Company must keep pace with its customer globalization to answer their growing 

number of needs. Firstly, a customer may prefer a consistency in services used across all 

countries and deal with as little number of vendors as possible. And secondly, allowing your 

customer to work with a competitor on another country holds a tremendous risk. After good 

experience with a different vendor a client may choose to cooperate with competitor globally. 

Even if competitor is a local vendor, the customer may turn into strategic partner and brings it to 

other markets, in return receiving its services at exceptional prices. To sum it up, also the 

competition is looking for globalization perspectives which can attack your company in several 

ways. Capturing first mover advantage at the beginning, scaling up faster than ever before and 

then coming back to attack your home markets that are vitally crucial for company’s business. 

(Gupta and Govindarajan, 2000, p.46).  
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On the topic of persistent strategy, Gupta and Govindarajan (2000) says: 

“Global expansion forces companies to develop at least three types of capabilities: learning 

about foreign markets, learning how to manage people in foreign locations, and learning how to 

manage foreign subsidiaries. Until firms develop these capabilities, they cannot avoid remaining 

strangers in a strange land.” (p.46) 

It suggests us to invest in research and develop capabilities before taking one or another action 

on the markets.  

One of the strategical decisions to make is about what products to enter the market first. A 

company must think if it wants to globalize all products or to use a subset of what is available. It 

can be a systematically planned decision, market after market or a random choice hoping for 

good luck. Launching a globalization of all products and software versions simultaneously across 

all markets is a very dangerous game. As a wiser decision Gupta and Govindarajan (2000) 

describes the choice of one or small subset for initial globalization as “launch vehicles”. He 

suggests picking the products that has highest returns versus risks connected with local 

adaptation requirements. This however does not mean simple or more advanced products. The 

initial moves should more represent the aspect of learning potential. It’s important that these 

“launch vehicles” succeed and create market credibility, company confidence and some cash 

flow to support the globalization of next products. The magnitude of payoffs from globalization 

increases when the previously discussed imperatives are stronger – growth pace, efficiency, 

knowledge, customer globalization and competitiveness with global rivals (p.46-47).  

The strategic importance of markets differ. It can be determined by the dimensions of market 

potential and learning potential. Market current size and growth rate represents the business 

potential of software vendor. It’s important to remember that country’s GDP may not always 

represent the potential of business and therefore market importance. The companies are not 

global when they are not on the markets with greatest turnover in software Industry, e.g. US. 

(Gupta and Govindarajan, 2000, p.47) 

Advanced and demanding clients are one of the main drivers of learning potential from the 

market. It may force the company to keep with the highest standards and accelerate the 

innovation. Otherwise it’s nearly impossible to learn about soon to become market trends. It’s 

the cutting-edge customers and their needs that drive up the pace of developments into the right 

direction. Clients are not all about money, learning aspect should not be left underestimated 

when selecting strategically important customers. The technological evolution may emerge as 

well from other sources like innovative competitors, universities and related industries, e.g. e-

commerce in case of ad serving software technologies (Gupta and Govindarajan, 2000, p.47). 

So the strategic importance is a combination of market potential and learning potential and no 

vendor is truly global without present customers in all strategic markets. But in this context 

Gupta and Govindarajan (2000) warns us: 

“Going after a strategic market without ability to exploit it is a generally fast track to disaster.” 

(p.48). 

Therefore, to choose the market with ability to exploit Gupta and Govindarajan (2000), suggests 

evaluating the main factors of it. Those are the functions of entry barriers and competition 

intensity. Entry barriers are the lowest when market doesn’t have legal constraints and is 

culturally and geographically familiar to the domestic market. Even with the lowest entry 

barriers the presence of fierce competition may block company’s potential to exploit a market. 

For example, UK is one of the largest European economies but because of the language is a first 

choice for most of US companies. UK experiences highest level of competition. 

Gupta and Govindarajan (2000) provides a model on how to choose the markets with key 

dimensions of strategic importance and ability to exploit, in figure 4.   
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Figure 4. A framework for a choice of markets. 

 

As from the table, market with high importance and high exploitation should be entered rapidly. 

Such markets are to be searched for and acquired in first place, as it provides the greatest returns 

in knowledge and revenue. Meanwhile companies looking for fewer risks could use a chance to 

easily exploit the markets with low importance. A “Phased-in” entry approach is suggested with 

high strategic importance markets that are hardly exploitable. Incremental phases should be 

aimed towards developing capabilities for entry and exploitation. One of the suggestions is to 

first enter market closely resembling the target market and learn how to succeed. Widely used 

examples are Austria for Germany and Canada for US. Markets without strategic importance and 

hard to exploit shout not be entered until any of these dimensions change from the company or 

market perspective. (Gupta and Govindarajan, 2000, p.48). 

After company has decided which markets to enter and choice of products it would like to 

introduce, it must select a mode of entry. Fundamentally there are two major issues here, the 

extent of local presence and ownership of subsidiary. Gupta and Govindarajan (2000) states: 

“Choosing the right mode of entry is critical because the choice, once made, is often difficult 

and costly to alter. Inappropriate decisions can impose unwanted, unnecessary and undesirable 

constraints on future of development options.” (p.48) 

Gupta and Govindarajan (2000) describes his suggestions regarding manufacturing Industry but 

same could be applied with software businesses with a slight adaptation according to software 

specifics. Local production in case of SaaS is less popular than in manufacturing of goods but it 

would be appropriate under the following conditions: 

• “The size of local market is larger than minimum efficient scale of production” (Gupta 

and Govindarajan, 2000, p.48). In the SaaS case it would mean that product being 

developed in market could be distributed locally in such amount that it would allow local 

subsidiary to reach break-even point. Even if software can be distributed across the globe 

with almost no costs, we see such trend that technological companies have their R&D 

offices on big markets. Giant software companies like Microsoft and IBM have large 

operations in India. For example, Microsoft’s development in India has grown from 20 to 

1500 employees in last 10 years. The condition for software development of innovation 

locally occurs to be the proximity to its end users. Israel is another good example, when 
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their needs of advanced defense systems have created strength in country’s development 

of security systems (Arora, Drev and Forman, 2009, p.52-53). 

• “Shipping and tariff costs associated with exporting to the market are high.” (Gupta and 

Govindarajan, 2000, p.48). The costs of providing sales operations and travelling from 

far away or the necessary support provided from a different time zone could neutralize 

any cost advantages. This is why even SaaS companies have “hub” offices in regions and 

continents.  

• “Need of local customization of product design and local content requirements are 

strong” (Gupta and Govindarajan, 2000, p.48). Product customization may require deep 

understanding of local market needs and ability to implement this knowledge into 

product design. If a SaaS company replies on connectivity to other software vendors, it 

may be impossible or simply cost inefficient to manage such integrations and maintain 

them from abroad. Market might as well require software companies to use the local 

infrastructure and vendors can hardly manage it from abroad.  

As for the second fundamental dimension of ownership, Gupta and Govindarajan (2000) 

explains that there are no universal solutions for all situations: 

“Unlike the complete ownership, alliance-based entry modes have the advantages of permitting 

the firm to share the costs and risks associated with market entry, allowing rapid access to local 

know-how. However a major downside of alliances is their potential for various types of conflict 

stemming from differences in corporate goals and cultures.” (p.49) 

Alliance-based entry mode turns out to be more suitable with following conditions: 

• “Physical, linguistic and cultural distance between the home and host countries is high” 

(Gupta and Govindarajan, 2000, p.48). In other words, company need to rely on its 

partner to manage the culture that it cannot handle. Acquiring or hiring local know-how 

may not work because of management lack with the unfamiliar market. 

• “The subsidiary would have low operational integration with the rest of the multinational 

operations” (Gupta and Govindarajan, 2000, p.48). The local subsidiary may need to 

have different goals and values than the rest of the company. In such case share 

ownership will delay the company’s ability to adapt with local requirements. 

• “The company is short of capital” (Gupta and Govindarajan, 2000, p.48). Not only the 

previously mentioned risk factors but simply not having enough capital for global 

expansion may set alliance as the only option.  

If company decides to enter the foreign market with full ownership it gives tremendous freedom. 

It can implement its own management style, organizational culture and operational techniques. 

This guarantees preserving global company culture and gives uniqueness for local market. Apart 

from company culture considerations, the entry mode may impact the competition intensity on 

the market. One additional player for the emerging market will have little downside effects, 

while same on mature market will intensify already fierce competition environment. This may 

not be beneficial for the entering company therefore acquisition of local competitor would be a 

better strategy, if full ownership is required (Gupta and Govindarajan, 2000, p.50). 

 

3. Research methodology 

Interview method was used in this paper to collect empirical data. It was a qualitative research 

that allowed studying the topic in-depth, paying attention to details, and thus giving a more 

detailed picture of the topic being studied. (Woods, 2006).  

The main purpose of the interviews was to explore the views, experiences and motivations of the 

respondent. It was important to reach out main executives from chosen software companies and 

study the essential information that lies among their responsibilities, which is not necessarily the 
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same among respondents. Three managers from advertising technology companies were 

interviewed in a semi-structured way with open-end questions. Each on the interview was 1 hour 

long to deeply investigate the company’s strategy and historical information from its startup 

phase. Questions, available in Appendix 1, were designed to contain the main points regarding 

scalability topics described in the literature review. This provided a comparable structure in 

order to test the application of theory in business. Interviews obtained the information that is not 

publically available; nevertheless managers were willing to share it for the purpose of this 

research. 

To obtain the basic description of company and its products the secondary data from online 

sources was gathered. Empirical findings and secondary data where then presented in the form of 

a “case study” for each of the three interviewed companies. Term “case study” refers to the 

collection and presentation of information in a descriptive way. It can be relatively unstructured 

data from various sources about the particular vendor company. It usually includes the subjective 

information from author. (Hammersley, 1990, p.90), 

Authors own experience with SaaS services allowed connecting interview answers with theory 

and providing reliable conclusions. Results were analyzed in-between of the case studies, in 

order to complement the research findings. 

 

3.1. Advertising technology 

The three empirical cases researched in this paper are all from a segment of advertising 

technology software. Two of them are actual ad servers and the third is an optimization 

technology, more product specific details are provided on the empirical case descriptions.  

Ad serving is a technology that displays advertisements on websites. This software helps 

websites to plan their advertising campaigns, serve various formats, monitor performance, count 

statistics and report on the progress. All researched software products are publisher ad servers 

that provide full control over what is displayed on the website. Ad servers are business software 

solutions mostly sold to media companies. 

The functionality present in all ad servers facilitates the process of setting up a campaign with all 

the setting that advertiser may require. It allows the differentiation of target audiences and 

customization of campaigns according to user’s geo locations, visit behavior, media content and 

many other possible criteria. The optimization algorithms allow selecting the advertisement 

according to its performance. It delivers higher campaign results and drives up publishers 

revenues. Advertising is often the only source of revenue for media business. 

 

4. Interview results 

Three interviews were carried out with top level managers in advertising technology companies. 

The discussion followed a semi-structured way with topics of product development, product 

value, scalability and global expansion. The open end questions allowed obtaining 

comprehensive information on how the decisions are being made. Due to time limitations, with 

every next interview author tried to explore slightly new area, in order to cover the theoretical 

framework described in the literature. Only the relevant information was presented in the results. 

 

4.1. Adtoma company and products 

Adtoma is an online advertising and media management company based in Sweden. It has a 

global reach with a strong foundation in Northern Europe and is currently expanding into North 

America and Asia. Adtoma was founded in Stockholm 2004 and has since then acquired over 40 

customers in various markets. All co-workers, from support to management, have a long 
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experience in the online ad industry. Adtoma is privately held and free of any third party 

interests. (Adtoma website, 2014) 

The company’s flagship product offering is “Fusion” – a powerful software solution that 

integrates and streamlines the entire media supply chain, simplifying the organizations’ 

workflow – from proposal through orders and sales management to advertising operations, 

resulting in a dramatic increase in efficiency and reliability. (Adtoma website, 2014) 

 

4.2. Adtoma product development.  

When Adtoma was created, its co-founder Henrik Lohk, already had vast experience with ad 

sales. He noticed problems in advertisement revenue monitoring that could not be answered with 

DoubleClick, he was selling at the time. This was later translated into a business opportunity and 

development of ad serving product that focuses on increasing the publisher’s revenues. The first 

prototype appeared attractive and qualified for the first publishing customer. Tight relationships 

with customer steered the development of product. Almost everything at the beginning was 

acknowledged from one client and founder’s previous know-how allowed to trust it will fit other 

customers as well. The first customer was charged a monthly fee and no additional costs for the 

developments he required. This of course did not cover all the costs but allowed to avoid an 

impression that software is owned exclusively by the first customer, just as Kiitlaus and Clough 

(2009) suggest: 

“The customers only pay standard maintenance fees that would be sufficient for maintaining a 

common product code base, but not separate customer-specific code bases. This approach 

frequently results in economic problems and customer dissatisfaction“ (p.30). 

For the later development and scaling up the company, Adtoma brought in additional capital. 

Experience from new co-owners and more service capacity allowed acquiring next customers. 

When asked about startup advantages Henrik Lohk states: 

“Spot on questions, clients can influence small vendors like Adtoma to make the developments 

they require. This is an advantage over the big company products like Google DoubleClick.” 

Same as Gupta and Govindarajan (2000) describes market barriers in their paper (p.48); 

development customization lowers such barriers and provides competitive advantage.  

When it comes to development strategy, Adtoma divides development decisions in 3 segments:  

• If the feature fits everybody – then it’s developed with no urgency but at no extra cost to 

anybody.  

• If the features will be used by only one customer who requires it – the customer is offered 

a price with delivery deadline of development. 

• And middle option – when feature might fit some other customers e.g. 50% then costs are 

splitter between client and Adtoma and there are negotiations about urgency. 

Maximum of innovations coming from Adtoma is 50%; usually clients are to determine more 

what should the next step be and guide the innovation. Henrik Lohk highlights: 

“Adtoma understands that urgency is a great motivator, even with the best intentions it’s much 

harder to do something without customer. In such case also the input form customer is missing 

therefore we go mostly with learning from our customers.” 

This perfectly matches with Gupta and Govindarajan (2000) theory that advanced and 

demanding clients are one of the main drivers of learning potential from the market. It may force 

the company to keep with the highest standards and accelerate the innovation. 

As the matter of fact, there is an internal reward system for Adtoma employees if they meet the 

objectives within deadlines. Henrik adds:  
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“Everybody has to understand that they are not in business just for fun; at the end of the day 

money is what matters.”  

This also makes people feel more involved and engaging in exploring the customer needs. 

People actually want to undertake new challenges. 

 

4.3. Adtoma product value 

In general, on the top of the Adtoma roadmap are things that follow the market trends and most 

popular requests of existing functionality improvements. Meanwhile Henrik Lohk says:  

“We are following the rule of not building things that won’t be monetized by our clients. And not 

only that, it has to be logical for us to also maintain it. It has to fit the vision of your product not 

only generate money.”  

Adtoma also tries to make things easier to understand for their clients, e.g. by offering campaign 

trafficking according to number of campaigns not man hours. It is logical and avoids impression 

of misusing the time spent. However in cases when consultancy is needed, like retargeting, 

Adtoma is pushed to go in “time” charging because the topic itself is a whole different 

dimension. So all developments are questioned and quantified by the revenues they are bringing 

to clients because Adtoma tool is about that.  

“This means that development, even a trend, can be politely refused. Nevertheless, we are part of 

the ad serving world and it requires us to develop some of those nitty-gritty functionalities”, 

replies Henrik Lohk and adds: “But, if clients have lost their mind and ask us something that is 

not going to work for them, nor for us, we may refuse the development”.  

For example, if publisher wants to sell per in-screen statistics they need to be able doubling the 

price; otherwise it makes no sense to develop such functionality. Or with the support of video 

advertising, it’s impossible for publisher’s video content to compete with Youtube and therefore 

video ad serving will not be required unless they share considerable resources to that. If client 

fails, Adtoma also fails and it’s better to avoid it both. 

 

4.4. Adtoma scalability 

User experience is first and last to be put as Nr.1 for Adtoma when it comes to scalability 

importance aspects. Also the network effect is important, to be able to communicate and spot the 

needs of several potential clients. The current problem with ad servers is that publishers invest 

too much into less rewarding integration and this is why nobody is completely satisfied with 

their ad server. Henrik explains:  

“We try to solve it by looking for customers that fit us and we fit them so we can answer their 

questions better. Again, if big customer choose small vendor they should feel that they can 

change their roadmap. They can build things that will be theirs and are not going to leak out. 

This is what helps small vendors to scale.” 

In Adtoma opinion the scalability side of business model realization is important but hiring 

people to sell and manage is a big risk. It’s safer to drive the success from the product side by 

improving the user experience. That is key and much better choice to get new clients. Therefore 

Adtoma is looking for partners that fit company’s focus on business intelligence and can manage 

the implementation. Usually such are the consulting companies supporting online publishers 

locally.  

“We need local agents and Adtoma will be the provider”, proposes Henrik.  

It refers to the Gupta’s and Govindarajan’s (2000) theory about advantages of alliances:  
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“Unlike the complete ownership, alliance-based entry modes have the advantages of permitting 

the firm to share the costs and risks associated with market entry, allowing rapid access to local 

know-how” (p.46) 

 

4.5. Adtoma global expansion 

Adtoma doesn’t choose markets, it chooses customers. To obtain new clients, it’s important to 

reach out and find that publisher who is not satisfied with the services of big vendors and would 

like to have more influence on the development. Henrik Lohk shows his global opinion:  

“When it comes to strategy, the basically everything is a rehearsal to get a customer in New 

York. If you are in US you are counted as a global vendor and many doors are opened. 

Therefore, in order to achieve this, learning potential is the most important. Also is the timing 

when to speak with a potential client and his level of maturity. We are monitoring the markets 

and sometimes waiting for the right moment to enter.” 

Similar opinion was described by Gupta and Govindarajan (2000), that companies are not global 

until they are not on the markets with greatest turnover in their Industry (p.47). 

Relatively small vendor like Adtoma is looking for customers that will bring them to new 

markets and allow them to overcome the entry costs. In such case there are no prior costs 

involved. This opportunity was described by Gupta and Govindarajan (2000) as a threat from 

competition to go global. After good experience with a different vendor a client may choose to 

cooperate with competitor globally. Henrik adds regarding the competition:  

“It’s actually a good thing if client look around and speaks with competition. It brings them back 

to focus and then we can develop what they need and avoid them switching for competition. In 

this context smaller customers tend to change providers more impulsively.“ 

Adtoma learns with every new client on a different region. With Middle East they have learned 

the importance of information confidentiality, with Scandinavian markets the development of 

mobile ad serving capabilities and Australia keeps on the track with the new trends.  

In a small company like Adtoma all employees are involved in bringing a new customer on 

board. After each of them, the sales should be paused because customer will consume all the 

available resources for some time. Henrik describes the growth perspective: 

“Later when company has naturally acquired more capital we will be able to bring “cash cow” 

clients but for now we don’t want them to stop our development. More important than additional 

capital is to decide what is relevant? We are not willing to grow at any costs, but rather to grow 

for doing what we think is right.”  

 

4.6. Admeta company and products 

Admeta is the leading technology provider of white labelled private ad exchange solutions to 

premium publishers in Europe. (Admeta website, 2014) 

A private ad exchange is an exchange that works on an invitation-only basis; made by your own 

in house sales team. By doing so, you as a publisher stay in 100% control and at the same time 

establish/strengthen the advertiser relations. A Publisher can offer selected inventory for sale 

(non-guaranteed), and invite selected advertisers, agencies, DSPs (Demand Side Platforms) and 

trading desks to bid for the inventory. The system also, by offering self-service interface, allows 

the advertiser (or agency, DSP or trading desk) to enter an ad order directly, but only if the 

publisher has given that permission. (Admeta website, 2014) 
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4.7. Admeta product development.  

Admeta as relatively small company can base its development on client needs up to 70%. For the 

rest of upgrades they use brainstorming sessions to generate innovations internally.  

“It has proven to be efficient and big companies like Google copy some of our technological 

novelties”, explains Alexander Edström, the CEO of Admeta.  

Likewise Kiitlaus and Clough (2009, p.30) theory of decision making importance, Admeta 

clients are divided into A and B level clients and customers are informed about their status and 

suggested to do more business with Admeta in order to increase the level. All A rated client 

requests are free while B level is typically charged. However, Admeta always asks other client’s 

opinion and if they value this feature, it can be developed free of charge. 

A client requests are free. Others know that they are not “A” rate clients and can communicate 

that they need to spend more money with Admeta. There is such a scenario for clients to be 

paying. 

 

4.8. Admeta product value 

Alexander Edström introduces the policy if Admeta:  

“We put a revenue tag on every development, because everything is under a question of finance. 

According to realization, the developments can be stopped if they don’t provide returns or value 

to the customers. Our revenue forecasts in roadmap are updated on weekly basis.”  

The indirect effects are also evaluated, estimating the number of additional clients or mitigating 

the threats of losing a client. Such approach is in line with Anderson and Narus (2008) model of 

value-in-use assessment, which was described in the theory. (p.55). There has to be some 

balance between client demands and company vision of product, but Alexander explains the 

reality:  

“The priorities of our A level client’s needs to be fulfilled first. It’s much harder to obtain a new 

client than to lose one.”  

 

4.9. Admeta scalability 

Admeta is continuously paying attention to development and business scalability. Recently their 

backend servers were moved from Stockholm to Amsterdam to provide better connection with 

the partners. Currently 55% traffic runs from Amsterdam, which is a major hub for European 

software companies. Alexander highlights the importance of this move:  

“To be able to scale we need reducing latency as well as costs. Real Time Bidding market is 

intense in terms of infrastructure. And business importance of that is multiplied by 40. It 

becomes a big cost, if the majority of client’s advertising impressions are not monetized. I’m 

afraid to arrive on the edge where we don’t know how to scale even more.” 

As for the business model design, Admeta continues looking for value added things and 

standardize that across different countries. Alexander suggests:  

“If you think price is the fortune, you will lose the game. Some day you will need to explain 

clients what do you do and why it costs so much. Admeta holds an advantage because many 

things are not charged.”  

Admeta do what it does best for the same price and don’t follow the temptation of scaling its 

business by lowering the prices, as it is very hard to bring them back. It’s the last thing to do. 

Optimization is Admeta’s advantage and they could charge even more. 
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Admeta values the user experience as the most important scalability aspect.  

“As we are scaling up the first impression has to be really slick. Everything that catches an eye 

and gives yeah-I-want-to-work-with-it feeling”, says Alexander. Therefore Admeta is putting 

50% of its efforts into user interface. Alexander adds:  

“We don’t make developments across all aspects but chose one and then show obvious results to 

the clients. Getting out of the “hood” is important.” 

The importance was previously highlighted by Patterson and Cicic (1995) when they claimed 

that highly intangible services are perceived as continuous performances by its customers (p.60). 

 

4.10. Admeta global expansion 

Company carries out prior research before the expansion as Alexander explains: 

“We have a document describing what needs to be done before entering the market. It’s a list of 

checkboxes to find out how big is online ad spent, competitors, what are the players, what 

organizations are present etc.” 

Admeta has outlined three types of market entries: 

• Markets with fierce competition. Such markets constitute the share of 15%. Admeta aims 

to use it for marketing perspective, as UK and US markets provides company a global 

image. There is also good learning potential from advanced clients and competitors. In 

helps to test how well equipped company’s products are. 

• “Low hanging fruit” markets that constitute 70% from all Admeta markets. Some 

competition is present and market is well developed and quickly becomes a “cash cow” 

for revenue.  

• Developing markets constitute another 15% from all markets. The necessary business 

prerequisites like advertising impressions are growing rapidly here. Admeta wants to be 

there early enough and become a trend setter.  

Admeta business on international markets works on personal relationship basis, while keeping 

costs at low. Alexander says:  

“Our costs are related to going down there and staying on the ground frequently enough and 

attending some conferences. We aim is to acquire some of the top players first.” 

Therefore Admeta implies alliance strategy described in theory by Gupta and Govindarajan 

(2000), specifically the case when company is short of capital (p.48). 

From the success story of Admeta, Alexander gives such advices:  

“Make sure your infrastructure can handle the increased traffic and avoid bottle necks. Business 

model itself has to finance the scaling up and you must believe in profits” 

 

4.11. Gemius company and products 

Gemius is a global company providing consultancy and expertise on the digital world, operating 

on over 30 markets in Europe, the Middle East and Africa. Gemius has headquarters in Poland, 

supports its clients in local languages and adjust services to local markets’ needs with 17 local 

offices. (Gemius website, 2014) 

With over a decade of market experience, Gemius are not only a global pioneer of the hybrid 

methodology for online audience measurement, but also a reliable partner for our clients, 

providing data, solutions and recommendations in the area of planning and delivering effective 

online campaigns, websites’ monitoring and analysis as well as using the internet as a 

communication channel. (Gemius website, 2014) 
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Among the products Gemius offers AdOcean ad server that helps publishers to improve planning 

efficiency and management of online advertising campaigns by organizing the advertising space. 

(Gemius website, 2014) 

 

4.12. AdOcean product development 

Gemius ad serving product was initiated by a client, the first performance marketing network in 

Poland. Due to its business model they could not afford the alternative choices at the time. Client 

had good experience with Gemius services and came up with an idea that one of the existing 

services could be tweaked into an ad server product, later called AdOcean. The President of the 

Board at Gemius, Piotr Ejdys comments on the deal:  

”The first client gave us know-how and in return they got ad serving for low price. We actually 

had a project manager from client to sit in our office and consult on AdOcean development”. 

Client first applied AdOcean on performance network and after positive results started to use on 

its branding network as well. It provided AdOcean great recognition on Polish market and more 

clients. 

 

4.13. AdOcean product value 

Have you done client customized developments at any stage of product development? Were the 

customers charged additionally and why? In what cases the client requests are high priority and 

when they are included in standard fee? With what methods do you value your product?  

Present in house experience and following well build architecture was the guarantee of success 

for AdOcean in early days. The backend servers were separated from the planning module and 

connected asynchronously. This avoided for planning system to dig into the data. Also there was 

a neat interface level language that was used for connecting interface with backed. Therefore any 

updates could be easily implemented. Piotr points on the advantages:  

“Systems were engaged at its best and provided the speed. This helped to scale and implement 

new things at the beginning. It’s still very flexible up to date. Interesting that at the time our 

local competitor had problems with scaling its systems, could not serve new customers and failed 

to establish viable business.” 

A well-equipped system is core competence in AdOcean and allowed to facilitate growth at the 

startup stage. The flexibility in planning made it possible to win the clients which required 

customization. If there were no features available from interface it could still be inputted via 

interface language manually. 

 

4.14. AdOcean scalability 

As the most important scalability preconditions AdOcean values technology and existing sales 

network from other products. Osterwalder, Pigneur and Tucci (2005) supports the importance of 

business model realization in his literature, by describing “strategy” as something that takes care 

of both business model conceptualization, as for technology, and realization, as for sales network 

(p. 7-8.). Also Stampfl, Prügl and Osterloh (2013) interviews with investors mentioned team as 

the most important asset of a new company. (p.240). Piotr explains the following:  

“I believe in people to people business, we need to sell ourselves in order to sell our products”. 
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4.15. AdOcean global expansion 

The case with AdOcean is very unique because company has strong presence on its countries 

with other products. For the expansion of Gemius the product of audience measurement 

“gemiusAudience” is used as “launch vehicle”. It’s strongly consistent with Gupta’s and 

Govindarajan’s (2000) suggestion for the initial moves to represent the learning potential. He 

imposes the creation of credibility and confidence as most important objectives of such “launch 

vehicles” (p.46-47). Piotr explains more:  

“We upsell AdOcean product where ever we are with gemiusAudience. It’s an opportunistic 

sales strategy while the origin market is our learning market.” 

Historically the local subsidiaries were created for a better fit of global expansion. At the time it 

was vital to operate and issue invoices from local companies to be trusted. Poland together with 

many other Eastern European countries had just joined the EU and lacked experience from doing 

business from abroad. Local subsidiaries gave credibility to Gemius company and paved the way 

for expansion across all CEE region. Gupta and Govindarajan (2000) says that companies are not 

global when they are not on the markets with greatest turnover in software Industry, e.g. US 

(p.47). In this matter Piotr points out the necessity for global expansion:  

“Even if we had 100% of clients in CEE region it’s insufficient to fight the global war. We are 

unique with the local support, good availability and portfolio of products, but we need the keep 

expanding. Now we are entering the Belgium market with our flagship product gemiusAudience 

and can follow that with AdOcean.” 

 

5. Conclusions 

It was not the point of this paper to draw general conclusions towards SaaS market or even 

segment of advertising technologies; otherwise a quantitative study with bigger sample of 

interviews would be needed. However the few suggestions from the experience of interviewed 

company leaders seem to be obvious. We can see the similar path of scaling among the three 

companies researched in this paper. Two of the ad serving companies had the first engaging 

client that was deeply involved into that development of product. Also the company owners 

Henrik Lohk and Piotr Ejdys have had vast experience from the field that together with first 

client steered the product into a viable business. It is hard to say on which moment companies 

designed other building blocks of business module, but it can be assumed that those also where 

validated with the first customer. This research shows the importance of experience among 

startup owners and the need of first customer that is willing to engage in product development. If 

startup founders do not hold enough experience, it can be acquired together with the additional 

capital, similar to what Adtoma company did. Henrik Lohk emphasized the advantage of startup 

value proposition to the companies as ability to impact the developments which big companies 

do not provide. Probably this should be the right argument to acquire an engaging customer. If a 

company rejects startup’s offer they either did not understand it well or it doesn’t fit the startup. 

In the early stage companies are very free in their choice as for what to do and for whom, but it 

gets more limited as they grow. Till suddenly company’s creativeness is binned by existing 

customers and their clients. To build a product that scales, company’s vision has to be implied in 

all of the aspects of company and diligently followed. Early mistakes will be hard to fix when 

they are well rooted. The example of AdOcean company describes the importance of well-

developed system fundamentals that does not limit the scaling on the later stages.  

Research confirmed Kiitlaus and Clough (2009) suggestion to avoid impression of building a 

product dedicated to its first customer. Companies like Adtoma and AdOcean stated the aim of 

building a SaaS business and charged customers a monthly fee regardless of invested resources.  
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Categorization of developments in order to enter the product roadmap will probably be needed 

for every software company with limited resources. Out of the researched companies Admeta 

showed the most deliberated evaluation according to potential revenues of each feature. It 

confirms the efficiency of Anderson and Narus (2008, p.55.) value-in-use assessment model, 

described in the literature. The distinction of three categories was almost the same for all 

researched companies. Dedication for existing versus potential clients varied from 50% to 70% 

which means that majority of development now is according to existing client requests. Admeta 

and Adtoma companies showed a common trend of focusing their current development on the 

usability side of the product, which according to them is important scalability aspect and major 

driver for global expansion.  

AdOcean entry strategy with its “launch vehicle” confirmed the suggestion of by Gupta’s and 

Govindarajan’s (2000) describe on the literature. Regardless of expansion strategy all of the 

vendors agree with the importance of globalization. Adtoma describes striving for the status 

markets as “Everything is a rehearsal to get a customer in New York”. This was supported by 

Gupta and Govindarajan (2000) theory of presence on leading markets. While training could be 

anything, Admeta suggests dedicating actual 15% of efforts towards achieving that. The rest of 

efforts should be to sustain a healthy cash flow. Despite of modern investment schemes Adtoma 

prefers natural growth rather by acquiring more capital at any costs. Nevertheless of chosen plan 

it’s clear that even full penetration on the home market is not enough for long term success in a 

globalized market. This statement is coming from AdOcean, the biggest ad serving vendor in the 

CEE region and suggests companies to never stop looking for possibilities for growth and 

exploring new possibilities. 
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Appendix 1 – Interview questions 

Following are the interview questions for companies that provide ad serving software services. 

The interview was carried out by talking to company representatives on telephone during period 

of 28
th

 of April and 2
nd

 of May 2014. The questions were provide beforehand some that the 

interviewer can prepare the main answers. The interview was conducted in English and recorded. 

 

1. Product development.  

How did you decide about the development in the start-up phase of your product? Was it devoted 

to first client or to general product idea and reusable distribution later? How your financing 

strategy allowed scaling the product development? 

2. Product value. 

Have you done client customized developments at any stage of product development? Were the 

customers charged additionally and why? In what cases the client requests are high priority and 

when they are included in standard fee? With what methods do you value your product?  

3. Scalability. 

In the global context, how scalable is your software business compared to other software types? 

Where does your company possess more advantage - in business model design or business model 

implementation aspect? In global expansion context, which are the main topics you have been 

dealing with – technology; cost and revenue structure; legal issues; network effects; user 

experience; or any others? What has more paved your way to the success – focus on markets or 

company management (internal vs external)? 

4. Global expansion. 

What is the share of strategic markets that you have entered for the importance of market 

potential (money) and learning potential (product)? 

How often do you go for less strategic markets that are easy to exploit versus high strategic that 

are hard? Do you mostly face strong competition or high entry costs on the strategic markets?  

Do you have local representation in any countries and what is the ownership status? How did 

you chose them and why such ownership mode (market size, market growth, market maturity, 

local support necessity, local customization, cultural differences, capital limitations, regulations, 

other)? 

5. Other 

How ownership type has influence the choice of growth strategies? Does it demand from you 

high pace taking big risks? What is your “launch vehicle” (product type, version) for entering 

new markets?  


