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Introduction
It has been claimed repeatedly that the remarkable growth in numbers of connected firms to the Internet marks a radical shift in current international business channels (Quelch & Klein, 1996; Hammer & Mangurian, 1987; Bennett, 1998; Hamill, 1997). Analysts predict that as much as 10 per cent of the total business-to-consumer sales stemming from US retailers will be on-line, and business-to-business sales volume are expected to outdo business-to-consumer sales volume with a factor of at least 20 within the next four years (Junnarkar, 2000).

The key driver of this profound change is frequently related to a fundamental shift in the economies of obtaining, processing and transmitting information - in short reduction of market friction. Possibilities of virtual, global presence, it is said, change the economies of time and space, with remarkable consequences to current practices of international business. In principle, establishing virtual presence through a site on the WWW (World Wide Web) with the possibility for completing transactions have the potential of creating an instantly global and near-frictionless exchange environment with customers world-wide minimising end-users transaction costs and opening up for direct rather than indirect channel structures. Hence, exporters can interact directly with customers in foreign markets, as a range of activities currently performed by export market intermediaries can be reallocated to other parties in the export marketing channel. Moreover, the promises of information exchange enabled by electronic networks make it possible to add value to products and services in terms of new content in market offerings. Product customerization and extended services through market-to-one interfaces are among the most frequently cited possibilities (e.g. Rayport & Svikola, 1994; Evans & Wurster 1999). For export intermediaries these new possibilities for organising exports pose a serious threat to their current market position, as digital service providers of various kinds challenge the value-added activities they provide. Thus, it has been predicted that the days of conventional intermediaries are numbered (Benjamin & Wigand, 1995; Evans & Wurster, 1999). However, in the reality of the business world, virtual market presence may not necessarily outperform intermediaries, as physical distribution channels still hold several positional advantages as compared to virtually organised ones and the Internet provides organisational and managerial challenges as well (Petersen, Welch & Liesch, 2002). Although reduced market friction may beget some value-adding activities to disappear, certainly not all activities presently performed by intermediaries are affected the same way. Especially, establishing Internet presence is not equal to market presence as such, as a number of value-added services are only deliverable from traditional brick-and-mortar distribution outlets (Sarkar et al, 1995, Schmitz, 2000; Calkins et al, 2000). Moreover, especially lacking support from established marketing channel actors in the target market, global Internet-start-ups are faced with the crucial problem of attracting web-site users by establishing brand awareness (Quelch & Klein, 1996). Thus, one may easily envision a situation, where intermediaries - rather than being surpassed altogether loose terrain as compared to export market entry forms. Additionally export intermediaries may assume new roles and responsibilities in the marketing channel by chipping in on the information obtaining, processing and transmitting possibilities apparent in this new technology (Scott, 2000). 

Rather than concerning the length and structure of the marketing channel as such, we will in the present paper consider these issues from the perspective of one particular class of channel member: the export intermediary. The paper is primarily speculative, assuming how changing economies of information exchange in theory from a rationalistic standpoint may affect export intermediaries. The issue to be dealt with here is: how will the growth of electronic commerce affect the roles and positions of export market intermediaries as compared to other market entry modes? The purpose of this paper is twofold: First, it explores how the Internet may affect the division of work among entry modes in the export marketing channel, with respect to the activities currently performed by exporters and export market intermediaries. Secondly, the paper will discuss issues of contextual factors regarding the rigidity of the export intermediary arrangement, which may appear as modifiers or even stumbling blocks to the spread of virtual export marketing channels.

Due to the novelty of these issues in international marketing practice this paper lacks empirical basis. However, anecdotal evidence is provided in order to illustrate and further clarify the issues addressed. The paper is structured as follows. First, a model of generic activities performed by export marketing intermediaries in the export marketing channel is outlined. Following functionalist theory on marketing systems (Alderson, 1957) we describe the export intermediary as representing an institutional mode providing a bundle of activities for exporters, intra-market distributors and end-users as principal actors in the export marketing channel (Stern, El-Ansary & Coughlan, 1997). We apply transaction cost reasoning to understand how market fiat may affect the organisation of activities among intermediaries, buyers and sellers, using the contact, contract and control scheme introduced by Coase (1937). Next, the consequences for the export intermediary’s relative channel position (as compared to other market entry modes) through the application of Internet-enabled technologies are discussed. Finally, we address a range of managerial issues critical to exporters considering alternating between conventional and virtual export marketing channels.  

Marketing channel actors as efficient activity bundles

Marketing channel and export marketing literature often characterises marketing channels with relation to a set of generic activities carried out (Bucklin, 1966, Gadde & Håkansson, 1992, Root, 1987, Johansson, 1997; Bello & Williamson, 1985). In the export marketing literature, the export intermediary is commonly defined as an institutional arrangement with the purpose of facilitating the transfer of goods and services from the exporters’ market context to the marketing channel of the target country (Root, 1994). As such export intermediaries span across multiple business contexts, and the activities they provide relates to this position in the marketing channel. However, the literature on export intermediaries seldom discusses the division of work among actors in the channel. Consequently besides determining that export intermediaries have a competitive advantage relating to information asymmetry (i.e. the export sales agent know the ropes, as suggested by Hymer), the nature of activities carried out by export intermediaries is rarely discussed. 
One possibility for addressing the nature of work taken on by export intermediaries is using the notion of activity bundles. Following Alderson’s treatment of Stigler (Alderson, 1957), the range of activities carried out by export intermediaries may be characterised as a bundle of efficient activity configuration arising from interrelationships of the activities carried out in time and space because of economies of interrelation (Savitt, 1986; Porter, 1985; Bucklin, 1966). In an abstract sense, these may be characterized into four generic “sorting” activities relating to the matching of buyer and sellers taking place in any marketing system: accumulation, allocation, assorting and sorting out. Accumulation is the building up of homogeneity from heterogeneous supplies. Allocation is the breaking up of homogenous supplies to meet the heterogeneous needs of buyers. Sorting out and assorting concerns the braking up of a collection into its component parts and builds a heterogeneous collection. 

In this sense, an export intermediary is an entity, primarily involved in the activities of sorting out supplies from a collection of exporters, making them easily available for domestic buyers. Their business scope concerns effective coordination among complementary activities, which are more efficiently carried out within the organisation (Coase, 1937; Richardson, 1972). Following Coase, bundling activities depend on costs of alternative market forms and the scope of the activity bundle controlled by the export intermediary depends on the marginal costs of applying or subtracting activities tot this bundle.
Market friction determine the way intermediaries organise themselves internally, what kinds of functions are left to other actors in the channel and under what form (Kim, 1999; Wilson, 1996). Traditionally, the most efficient way of performing specific activities, i.e. marketing (negotiating sales) and administration (filling out formulas for order processing) is within one organisation, reducing the co-ordination costs of performing the activities bundled compared to the collective costs of carrying out these activities individually. This provides the rationale for the export market intermediary as a business enterprise. Scope economies arise within firms as information can be shared and distributed more expediently across activities in the intermediary organisation, compared to alternative forms of organising exchange activities. 
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Figure 2: Transaction costs and activities left to export intermediaries
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In the export marketing literature, such activities are often characterised with relation 
to those actors in the channel they are related to, such supply tasks and demand tasks (Anderson & Coughlan, 1987; Bello & Verhage, 1989). Other authors have addressed the tasks deployed by intermediaries in terms of matching, problem solving and logistics (Anderson & Anderson, 2002). For present purpose, the generic activities of export intermediaries are organised in order to reflect differences in type of underlying transaction cost issues, as the potential change aspects of the information- and communication contexts of firms can be directly and normatively addressed from this perspective. Traditionally, transaction costs in the “Coasean” tradition are described as contact, 
contract and control costs (Coase, 1937). In essence the value-added of the export intermediary relates to these issues. Hence, the activities comprising the activity bundle of the intermediary can be related to these three types of costs (see figure 1):   

Marketing serves the “contactual” process of searching markets for the purpose of finding customers and matching these with the specific assortment they represent. Hence, this meta-activity concerns the promotion of exporter brands, selecting the appropriate distributors or end-users, managing local sales forces, negotiating product assortments with exporters and providing market intelligence for product adaptation to meet local needs. The export intermediary, whom stands between buyers and exporters with diverging cultural backgrounds, serves also the function as actively adjusting to both exports and buyers needs in this communication processes, levelling out misunderstandings arising from cultural distance. The process of establishing knowledge on the needs of exchange partners and constantly developing this base concerns both search and processing of information but also assimilating this information with the present stock of knowledge of the export intermediary.

Administration adheres to contractual and control aspects. They concern handling ownership issues including commercial transactions, and documentation from exporting manufacturers, customers and third parties such as freight forwarders, governments and banks. Especially, for the export intermediary such functions also cover managing risk exposure from handling currency cash flows. Other issues pertains to administrative concerns in terms of for instance local agreements of service, warrants, adjustment of assortment, representation of firm, etc..
Logistics concerns the control issues of carrying out transactions, ensuring the physical flows of goods and services. For the export intermediary they may involve both international (shipment and customs declaration issues) and national distribution and inventory management issues (warehousing, local shipment). In some cases, logistics may shade into production as well in terms of final assembly of products or collection of tailor-made assortments to meet the requirements of specific customer segments. International logistics may be characterised as an operational process concerned with performing a scheme of fairly repetitive tasks. Therefore, achieving a deep level of specialisation concerning relatively stable functions is the key information processing issue behind these activities.


Following these arguments, it can be assumed that the nature and importance of activity bundles performed by export intermediaries vary with marketing or transaction costs. Williamson (1975), using a slightly different terminology than Coase divides these costs into ex ante and ex post costs. Ex ante costs, relates to the resources used by the exchange party for search and drawing and settling on contracts. Ex post costs on the other hand relates to costs associated with enforcement and monitoring. In both cases, the magnitude of these costs reflects the complexity of performing these activities, which again depends on the nature and degree of market failure. Using these concepts of ex ante and ex post complexity, the nature and relative importance of the activity bundles performed by market intermediaries can be described.
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Situation I corresponds to exchange situations where both ex post and ex ante complexity and corresponding transaction costs are neglectable, suggesting a rather limited rationale for constructing an efficient activity bundle for export intermediaries. Both customers and buyers are liable to rely on the market as a governance structure, because the perceived risk associated with exchange are rather small – also reflecting a routine-oriented buying behaviour, where market search activities are limited or non-existing. This is often the case when firms engage in international catalogue sales or on international markets for industrial commodities, where trade may be conducted directly between buyers and sellers on international spot markets or in other situations where the product and exchange information required is extremely limited, suggesting that there is no information exchange rationale in bundling marketing activities with those of administration and logistics. Rather, these may be left to specialists in handling specific activity flows such as freight forwarders and banks. 
Situation II reflects situations, where buyers and sellers face considerable difficulties in identifying potential exchange partners, but where the costs of coordinating exchange are comparatively insignificant. In these cases local marketing and market representation are called for by the exchange party, providing a rationale for an organisational entity to take up the intermediary function of matching and sorting for actors in the marketing channel. By default some interrelation of activities are present. However, activities may be more or less interrelated, suggesting some variation of the activity bundle taken up by intermediaries. Moreover, this also reflects a strategic choice taken on by intermediaries, buyers and sellers. This is also reflected in the variation of non-integrated export intermediaries present in the market (Anderson & Coughlan, 1987), ranging from export agents, taking no title and involved only in matching buyer and seller wants, to importers, deeply involved in logistical activities such as warehousing and thereby being involved in sorting activities as well. 
Situation III in figure 2, pertains to situations where international buyers and sellers are easily matched (for instance in global niche markets, where a few, mutually recognizable customers and buyers prevail), but where the complex nature of the product exchanged and the corresponding buying behaviour necessitate some interaction between buyers and sellers. For instance, in cases where highly specialized subcontracted supplies calls for intensive initial interaction between buyers and sellers in order to achieve ex post coordination. In these cases, exporters and importers often rely on direct sales or (less frequently) direct imports, i.e. a task force of international key account boundary spanning persons, which have no permanent presence in the local market but can be called upon when needed by buyers and sellers. In these cases logistical and administrative activities are often hard-wired, suggesting that strong discretion is given to the international intermediary function. 
Situation IV relates to situations where both ex ante and ex post transaction costs are significant. In these situations, both matching buyers and sellers and coordinating exchange are complex endeavours, suggesting a high degree of economic interrelationship between the activities taken on by the intermediary. Moreover, since the interrelationship between these activities are significant and highly specialised to the exchange situation of the specific exporter, it is difficult to identify a potential non-integrated intermediary, willing and able to take on these obligations. Often, therefore, an exchange situation characterized by a high degree of market failure predisposes internalisation of export activities, suggesting that exporting companies establish sales subsidiaries.
Unbundling export intermediary activities through application of Internet-enabled technology


The prevalence of internal economies of bundling activities regarding the export intermediary are seriously threatened by new possibilities for carrying out coordination and transaction by the aid of the Internet. When potential savings or improvements in channel services are available from the separation of work, an actively competitive system requires that these divisions be made (cf. Bucklin, p. xi, 1966). First, the Internet provides an infrastructure for dispersing information and automating information processing, which may turn the cost structure in favour unbundling and reshuffling activities throughout the conventional marketing channel which hitherto was efficiently allocated at the export marketing intermediary. From an economic viewpoint we argue that technology, which fundamentally alters the cost structure of coordinating activities, can provide at normative rationale for export channels to reorganize fundamentally. 

Secondly, Internet provides a complementary infrastructure for carrying information and digital services in collaboration with the existing export marketing channel structure, improving its performance. Together these factors pressure for a division of work and further specialisation so as to exploit new opportunities. Possibly these opportunities may call for unbundling existing export intermediary functions and invite in other services specialised within a particular process, thus reaping competitive efficiency in terms of economies of scale and scope. 

Unbundling intermediary marketing processes

To begin with, the Internet provides the possibility of reducing search costs as end-users and producers can connect directly, compressing the role of time and space in international exchange which previously was managed by the export intermediary (Quelch & Klein, 1996; Hammer & Mangurian, 1987). In some cases, this means disintermediation, as customers can bypass export intermediaries altogether and source directly from the exporter. For instance, customers may provide bids on products through electronic auction systems irrespective of their physical location. Moreover, placing bids and using search agents on the Internet are increasingly used. An example is Dunn & Bradstreet, which provides search as well as auction facilities on the net (http://www.dnb.com.)

Next, by exchanging directly with customers, exporters have the possibility of developing their market intelligence based on the search and browsing behaviour of customers visiting their web site. Revealing entry, search and exit patterns of visitors to any home page provides important information on consumer behaviour which may be broken down according to the web page visitors' nationality. Moreover, web page visitors may be probed actively on their characteristics, which may further help the exporter in understanding the specific configuration of demand in a given country.

Finally, the Internet offers possibilities for developing entirely new add-ons to existing physical products through product generator technologies, which integrate customer communication, data processing and computer-aided manufacturing, thereby significantly decreasing the importance of scale production. Take as an example NikeID, the custom-tailored sports shoe provided directly to customers by Nike from their home page (www.Nike.com), or the configuration of tailored products, assembled from standard modules such as computers (www.dell.com).

Although exporters may provide one important access for foreign customers, other providers of specialised services for attracting and developing connections to customers are arising. So-called infomediaries provides detailed knowledge on customers based on their current purchasing and browsing activities. Developing E-commerce portals is one important new development arising from the growth of the Internet as a trading place (or space, some might add). Based on economies of scope, E-trade portals develop detailed knowledge on individual customers and spread their incurred costs by attracting and offering customers an assortment of products and services tailored to meet their specific needs. The data provided by customers in terms of search behaviour is carefully analysed and fuels the process of further data mining and adoption to individual customers. A well-known example of such an infomediary is www.Amazon.com, which has developed from a bookstore on the Internet also to provide banners from a host of other companies.

Unbundling export intermediary logistics processes

Internet has radically changed the logistics industry and how logistics processes are handled. New possibilities for tracking information as well as possibilities for shipping documentation on-line makes it possible for freight forwarders to integrate more smoothly in the marketing channel. Hence, freight forwarders are increasingly seen as storage facilities, as it is possible to integrate materials requirements and freight forwarding across organisational boundaries using package tracking services and virtual documentation practices. This diminishes the importance of intermediaries carrying goods in their market, as freight forwarders can provide storage and delivery services more efficiently and swiftly than the intermediary. Such logistical specialists thrive by channelling large amounts of goods through specialised logistics companies with a developed general-purpose infrastructure for handling and carrying different kinds and types of lots into a specific country. Hence, because of new possibilities for achieving economies of scale in the logistics function and unbundling the corresponding costs of co-ordination, freight forwarders may increasingly take over logistics activities from the export intermediary. For instance, DFDS, a Danish freight forwarder have taken over the logistics function for Ford Europe with respect to carrying inventory and shipping goods to car dealers and auto mechanic shops.

Unbundling intermediary administration processes

Managing administration processes in terms of shifting title and financial data is an important issue in the network-based economy. The coordination of market exchange relies on transactions that involve buyers and sellers and payment systems that facilitate exchange. On the one hand, the present information structure is fully adequate to handle such processes more or less directly between users and producers as the information to be forwarded and processed is digitised and highly standardised. Moreover, an important bulk of the transaction costs in the export market channel pertains to this issue. On the other hand, the swiftness by which exchange of ownership rights and financial data takes place also invites in a host of contracting issues. The regulatory context in terms of a public policy enabling and securing a sanctionist system for monitoring the exchange of ownership rights and maintaining openness and universality of financial exchange protocols has yet to be established (Fariselli et al, 1999). Export intermediaries on the other hand can act as entrusted trading partners for both buyers and exporters in the channel (Baily & Bakos, 1997).
The Impact of Internet enabled unbundling: New intermediation hybrids?
In general, widespread application of the Internet has reduced costs of information search and coordination, which affects the rationale for bundling activities to fixed actors in the marketing channel. As the information needed to take upon actions by producers and users, some claimed early on that the days of intermediaries were numbered (Quelch & Klein, 1996). 

However, in reality the number actors involved in the virtual as compared to conventional market channels have increased in most cases, as specialists have developed services to administer particular monetary, physical and information flows. Moreover, experience suggests that the role of the export intermediary cannot simply be reduced to one of administering such flows. Their physical market presence, existing customer relationships and intimate knowledge of the markets in which they operate represents assets which cannot be easily replaced virtually. 

The argument put forward here, is therefore that the present rationale for dividing tasks in marketing channels changes with the advent of the Internet, as underlying comparative cost advantages and disadvantages associated with particular entry modes will change. Notably, we propose three important effects of the Internet on the use and future role of export intermediaries.

1. Conventionally, the exporters’ possibilities for controlling export market activities have been positively associated with strong commitment in those markets. In order to maintain market control, avoiding opportunistic behaviour and securing marketing policies are carried out in the export market, internalisation is conventionally called for.  However, the utilisation of Internet possibilities opens up for new possibilities for maintaining control with core marketing processes without investing heavily in market specific activities.

2. In relation to this, less market specific investments renders the exporters’ international market organisation more flexible, as investments in market presence are easier to redeploy in other markets. 

3. Finally, as consequence, new export intermediary hybrids are expected to evolve, typically building on existing export marketing channels rather than by new entrants as existing exports easier can take advantage of the technology, by rationalising existing business procedures.

Our focus in the present paper is primarily on the third effect: the development of export intermediary hybrids. In the following we will only briefly discuss the first two suggested impacts of Internet to the organisation of exports. 
Changing division of tasks in the export marketing channel

Internet provides the means for neutralizing or at least drastically reducing the constraints of as well time and space, frequently rendering the rationale for bundling activities obsolete. As a consequence, marketing, logistics or administration activities which previously would be seen as impossible to perform by the exporter now becomes as accessible and economically efficient to taker over by the buying or the selling part directly. As activities unbundle, exporters can exchange physical market presence with virtual presence to a much higher extent than possible before. This makes a higher involvement of the exporter and the final user feasible, as the web can support activities such as payments, financing, servicing, product information and even maintenance. 

One case example in point is the company Brüel, which delivers fully automated and customized applications for cleaning containers used by food manufacturers. The company employs app. 200 persons, with several sales subsidiaries in Europe. More than 85% of its turnover is generated from exports. Customer relations are of critical importance in this, which means that physical market presence is necessary, which renders the disintermediation possibility obsolete. However, the Internet provides several possibilities for reshuffling activities among Bruel headquarters in Denmark and the sales subsidiaries. Brüel is currently developing al forms of market communication material to the web, replacing traditional presentation material Moreover, Brüel is developing a combined online library and drawing facilities, making it possible for customers to design a first draft of the facilities they are planning to develop, which can help Brüel, both in drawing in the skills of the persons employed at their production facilities much earlier in the preparation and buying phase; moreover, it can reduce overall delivery times.

Increased flexibility in allocating market investments

Another issue related to the companies ability to reap economies of scope in their export market organisation investments, by developing activities which can be used by all branches of their export marketing channels. For instance, organising and managing export sales activities from a centrally located administration and providing direct back-up of local sales and marketing activities; i.e. call centres, secretary assistance, etc are some of the possible options.  These possibilities are now being explored by the Gulmann, a Danish manufacturer of human aid products in an attempt to reorganize sales activities in the US.
One example illustrating the benefits of this approach is the dot.com firm Hauburi, which is using an internet site for marketing and selling the latest years’ fashion wear at strongly reduced prices. Here customers are able to find last year’s model, and because of the centralised presence of warehouse facilities and ordering, the possibility for matching customers’ needs with sizes available is much better. Moreover, Hauburi offers interactive features such as virtual show rooms, virtual support for helping customers finding the right sizes, etc. Even though front end sites are developed in a local language to match each country where Hauburi is present (14 countries so far – a market presence developed within 3 years), the investments made are limited, since the back office facilities and the relational database is shared across these markets. This makes it possible to for Hauburi to develop a market presence (and withdraw from it) at very few costs.

For exporters, export entry modes provide an institutional arrangement that makes possible the entry of a company's products or services into a foreign country while minimising operational costs (Root, 1987). Export intermediaries "know the ropes" of their local market (Hymer, 1960). Export intermediaries are used at the initial stages of their internationalisation in order to cope with their lack of knowledge and corresponding perception of exposure to risk in foreign market operations and may switch to other channel modes as their international commitment evolves (Johanson & Vahlne, 1977). Hence, they may equip the exporter with market contacts and general knowledge of business culture of the market in question. 

Several factors suggest that conventional marketing channels may no longer optimally fill out this role. First, Internet affects the complexity of searching new exchange possibilities, for both buyers and sellers as several of the activities pertaining to contact costs, such as marketing and to some extent other actors in the channel may carry out research are supported by the emergence of the Internet. Next, the Internet supports reductions in costs of coordination in terms of monitoring deliveries, and carrying out administration of transactions. The exporter and the end user may carry out several of these activities, leave them to new types of infomediaries, resting on their ability specialise in handling one particular flow of activities on the Internet  (Hagel & Singer, 1999). However, it seems equally plausible that not all activities can be subsumed to other actors than the present export entry mode. For instance, contract costs in terms of ensuring credibility and some aspects of search costs are still maintained more efficiently by the intermediary. Moreover, the role of the market intermediary as an important step in developing the market knowledge of the internationalising firm also speaks in favour of the prevalence of conventional intermediaries (Petersen, Welch & Liesch, 2002). Hence, rather than expecting the surpassing of export intermediaries altogether, it seems more reasonable to suggest that changing trade-offs between conventional and virtual-based export market channels may enforce: 
i) A change in position of export marketing intermediaries with respect to other export entry modes and 

ii) The emergence of new hybrid forms of export entry modes combining both aspects of conventional and hybrid channels. 

Transaction cost reasoning has frequently been applied to understand the emergence and prevalence of specific export entry modes as compared to other types (Anderson & Gatignon, 1986; Anderson & Coughlan, 1987). The underlying rationale of this reasoning is that market contracting via independent actors is the default option of market entry. Doing business in international markets, however, expose the exporting firms to various forms of market failure, which can be associated with costs of contact, contract and control. In essence, the firm faces a trade-off between resource commitment and disabilities of costly bureaucratisation of the marketing channel on the one hand and ensuring control of international marketing activities on the other. Hence, export intermediaries represent a low-involvement entry mode, whereas sales subsidiaries present a strong resource market commitment (Young et al, 1989). Direct exports, is a useful form in cases of mixed transaction costs, assuming internalisation of contract and control efforts and leaving search and marketing efforts to external market institutions (Driscoll, 1995). Such efforts may be handled by export sales agents or by a travelling sales person. In more exceptional cases, export sales are conducted directly to private end users by the aid of direct marketing and mail ordering. 

However, with the emergence of an electronic information network for instant distribution and processing of information, new possibilities for coordinating and allocating tasks in the export marketing channel arise, which may alter the implicit conventional assumption of viewing specific market entry modes as pre-determined configurations of specific activity bundles. By viewing the export entry mode as a bundle of functions, which are transferable among the actors in the marketing channel, it is possible to further our understanding of the consequences of Internet to the comparative efficiency of different export entry modes. 
Using search costs on the one hand, and subsuming contract and control costs under the headline of coordination costs, it is possible to portray a pre- and post marketing situation of international exchange and the position of conventional export entry modes to both existing, new and hybrid forms of export market intermediation. This notion is portrayed in figure 2, and further developed below.
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Figure 3: The impact of Internet of export intermediation: 

New hybrid forms


In cases where the combined transaction costs exceeds the costs of transacting otherwise, the emergence of (I.) virtual export channels clearly will prevail as new form of market entry mode and even replace existing forms of market entry. In its most purified form, virtual export channels carry the services rendered via the Internet. For instance, specialised software or other products, which are completely digitizable, including a range of entertainment products, such as music, video, financial services, newspapers and books are prominent examples (Bloch, Pigneur & Segev, 1996). This type of channel is emerging and is expected to grow in importance. Also, internet-supplemented direct sales (IX.), which includes physical products, may link to other service providers such as credit card services and freight forwarders in order to establish a virtual export channel. In such cases, the exporter’s market presence is primarily virtually based, using Internet as a supplement to support direct exports. For instance, Dell computer provides shipment of computers using the global distribution net of FedEx as their third party logistics while handling all communication and transaction issues directly with end-users via the Internet.  


For the export intermediary in cell III, there is no doubt that some of the activities traditionally conveyed by export intermediaries will disappear. This may even have consequences for the export intermediary structure, as in some instances firms may rationalise away some of the present intermediary structure. For instance, within the personal computer industry, selling computers on-line has led Compaq to reduce their stock of intermediaries. In other cases, business stemming from new market entries no longer will be offered to intermediaries, but are instead introduced through a virtual export channel in combination with a logistics agent. For instance www.haburi.com, a trading house of factory-outlet designer brand clothes has successfully established its business in more than nine European countries within six months. In this case reduced costs as well as speed of international market expansion speak in favour of this form of export market entry. 

However, several factors also speak in favour of the persistence of export intermediaries. Conventional intermediaries provide culturally enriched knowledge of customer behaviour within as specific country, which is especially relevant for introducing products and technologies not previously known to the customers. Especially, when customer uncertainty is high export intermediaries may act as the entrusted middleman and reduce barriers stemming from general perception of country-of-origin (Chao, 1992). Thus, the conventional intermediary as opposed to a virtual channel clearly more effectively carries out the task of influencing the local distributor and/or end-user. 

Rather than viewing the choice of export entry mode as one between a conventional and an electronic channel, one may assume that hybrid forms, enabling or integrating the intermediary through the Internet may arise. The actual form depends on whether Internet is used to integrate intermediaries closer to the exporter (VII) or the relationship between will be more explicitly based on market contracting (V). 

In the case of the Internet-enabled intermediary (V), exporters take an arm’s length attitude towards exporters and looks for ways to further reduce their present costs of externalising export sales functions to independent middlemen. In this situation, the exporter will seek to develop a digitalized functional platform in order to streamline marketing activities as much as possible and reduce their asset-specific investments in one particular intermediary. Hence, costs of switching between different export intermediaries may be reduced. 

In the case of the virtually integrated intermediary (VII), exporters seek to establish closer and more interactive links with export intermediary, seeking to emulate the integrated form of a local sales subsidiary without the incurring costs. Hence, Internet technology enabling stronger collaboration and interactivity will be stressed, in order to increase the effectiveness of such channels. For instance Novo Nordisk, a producer of industrial enzymes, have recently established facilities in order to support the activities of present export intermediaries, by offering more speedy delivery and customerisation of assortments to meet specific customers goods. In this case export intermediaries work closely together with Novo Nordisk on establishing and developing individualised home pages to meet the needs of specific industrial users.

The emergence of the Internet may also alter the operations of sales subsidiaries within the organisation. As complexity of coordination is reduced, the need to internalise a set of bundled activities in order to control how these are carried out or in situations with few other market alternatives, the continued penetration of the Internet with increased abilities for data transmission, makes it possible to reorganize activities efficiently, suggesting the possibility of an alternative activity configuration of export market intermediaries or a reduced need for the internalising benefits normally associated with internalisation of market transaction. For instance, sales subsidiaries may leave many of the administrative and logistics tasks to be carried out by external specialists or by the exporting organisation and focus on marketing efforts. In other cases, the need for physical market presence is reduced or less frequent opening up for the possibility of task forces which are present in the market only in specific periods (as suggested in and/or that an regional export market organisation can replace a country oriented, suggesting that  fewer subsidiaries are needed.
Factors moderating the use of Internet in the export marketing channel

Albeit the emergence of the Internet clearly fuels the development of new forms of market entry and hereby alters the conventional role of export market intermediaries, there are also several factors countervailing or at least influencing this development. These factors include: Product aspects, cultural aspects of buyer behaviour, technology aspects and aspects of competition. This suggests that even though Internet-based export intermediation will grow in importance, multiple export entry arrangements will persistently co-exist. 

Product aspects concern both product digitalization characteristics and product life cycle issues. Product digitalization characteristics relate to the degree by which digitalisation performs or adds value to the core functionality of the product or service as seen from the buyers’ point of view. In some cases the functionality of a product may be separated from its physical container and be delivered via the Internet. This concerns especially information-oriented products, such as books, films and music product, to mention some examples. In other cases, the core functionality of a product may not be separated from its physical presence, but may be added value through the Internet. This concerns a growing number of products, where the Internet supports product usage. For instance, several toys add Internet sites to launching specific product series, which unfolds a vital part of the consumer experience. An example in point is the LEGO Bionicle product, which includes a CD-rom in their product package, which, when installed in a PC automatically detects Internet access and prompt for permission to link the user to the Bionicle web sites.
Some types of products and services are highly digitizable and may even be delivered through the Internet, whereas other products and specific services and their auxiliary services are location-bound and is less adjustable to be marketed via the Internet. Clearly, the ability to control market transactions and reduce coordination costs depends on the number of actors and the locus of marketing control. As the producer gains more control of the exchange situation through utilisation of information technology, the export-marketing intermediary’s bargaining power is correspondingly reduced. We therefore believe that the degree to which product value can be delivered directly via an electronic media positively influences the use of virtual channels.

The product’s life cycle position is another issue relating to the market maturity of the product. Market maturity relates to the diffusion of a specific product. The more well-known a product becomes, the less uncertain consumers are in buying this particular product, and therefore the less information is needed to make a decision on purchase, as compared to other stages in the PLC. 


Cultural aspects concern the tradition for face-to-face interaction in markets. Traditionally markets have been seen as either high- or low-context cultures indicating the importance of personal relationships as mediating and governing institutions for carrying out market exchange. In E-marketing, cross-cultural differences prevail on similar lines (Rosenblum & Larsen, 2003). As pointed out by EIU, Europe and US have different approaches to e-business. Similarly, research show that Japanese customers differ substantially from US customers when it comes to virtual buying behaviour, although some convergence is under way (Aoki, 2000). Also, there are significant differences when it comes to adopting e-buying practices among the Northern and the Southern part of Europe (EIU 2003). 
Technology aspects refer to the geographical spread and penetration of the Internet as an information infrastructure. Although large parts of the industrialised world and several NICs are increasingly investing in establishing the Internet, the divide even between OECD countries persists and is even growing by some standards because of divergent economic conditions, human capital, institutional legal environment, and existing technological infrastructure (Hargittai, 1999).
The nature of competition and the competitive parameters clearly also impacts on the use of the Internet as a vehicle for facilitating international intermediation. These effects may be both positively and negatively related to the role of Internet as enabling the emergence of new export intermediary forms. In some industries, the transgression from conventional export intermediation to Internet-enabled is fuelled by competition. Thus, in several service industries such as hotel services and tourism, disintermediation and direct sales is widespread (Wei et al, 2001). In other industrial branches competitive parameters work against or limit the adaptation of internet-enabled practices for organising export activities. 
Concluding remarks and implications for research and management
So far, the most radical proponents of the disintermediation thesis have been proven wrong. At present, we are not witnessing a structural change in the organisation of export activities. The possibilities of organising business activities using the Internet as an information and communication platform will not remove the export intermediary function, and even though the possibilities of the technology is still under development it is unlikely, that the possibilities for increasing transaction efficiency will entirely remove or replace the need for social relations and interpersonal trust-building. However, the Internet as a technology provides an enabling feature for organising international transactions which have a potential for changing the division of work in the marketing channel, and as the technology evolves, the benefits from using this technology when organising international marketing activities will probably increase, as organisational innovations catches up with the new technology, similar to the relatively modest pace of diffusion witnessed in other groundbreaking technologies. For instance, the time lag between initiation and usage of electricity as major power source was more than 25 years.  
It seems, however to be a fruitful avenue for research to study the activities carried out by export intermediaries at present and how the internet will change these. As the role set, i.e. the activities carried out by the intermediary is closely related to the position and bargaining position of this intermediary vis-à-vis other players in the marketing channel, the strategic possibilities of the intermediary will change. This will undoubtedly lead some intermediaries to look for other ways to furnish their strategic positions in the marketing chain. A stronger market orientation, in terms of defining and servicing customer or supplier needs rather than focusing on more administrative tasks seems to be a likely outcome. Future research may help us to better understand these processes.

For export managers, the development of the Internet provides a vast array of opportunities. The Internet may provide new ways for sorting out traditional trade-offs between the ability to reach as many export markets as possible and the ability to manage these with a limited set of resources. Thus, there is ample room for achieving advantages by adapting to this new technology and reaping the benefits from it, which may further specialisation and rationalisation. In turn this may free time for marketing activities, thus enhance the export intermediary’s possibilities for providing services. The notion of unbundling the activities traditionally performed by export intermediaries may serve as a powerful heuristic device for rethinking how export activities can be organized and managed. 
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Figure � SEQ figure \* ARABIC �1� The intermediary as an activity bundle in the export marketing channel
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