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Abstract 

This study analyses the Icelandic beer market in terms of exports and the objective of 

the research is to find out how Icelandic beer breweries are creating new foreign 

markets and how the development has been in terms of beer exports from Iceland in the 

years 2007-2016. The main markets of Icelandic beer in Europe and the United States 

are also analysed and the future prospects of beer exports from Iceland are discussed. 

The beer industry in Iceland has been blooming in that time with many breweries 

starting operations.  

 

This study is carried out using a qualitative research method and semi structured in 

depth interviews that were conducted with representatives of five Icelandic breweries to 

discuss their foreign operations. The seven stages of interview inquiry framework by 

Brinkman & Kvale was followed during all steps of the research.  

 

The main results of this research are that exports of beer have increased greatly in the 

period and that the United States and Britain are the main markets for Icelandic beer. 

The Icelandic breweries use indirect export as a way to enter foreign markets and 

foreign intermediaries handle sales and marketing of their products in foreign markets. 

The main challenges for Icelandic breweries in terms of export are high transportation 

costs and the fluctuations of the Icelandic currency and increasing competition in 

foreign markets are also challenging for the breweries. The motives for export are 

mainly reactive when it comes to export, but there seems to be a difference in how the 

smaller breweries and the larger breweries work. The larger breweries are working more 

proactively than the smaller ones which might be explained with more access to 

resources and more qualified staff with expertise in exporting. The positive image of 

Iceland has been very valuable for the breweries and it has helped the companies to 

create new foreign markets. 

 

Keywords: 

Beer, Challenges, Export, Entry modes, Interviews 
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Útdráttur 

Þessi rannsókn greinir íslenska bjórmarkaðinn með tilliti til útflutnings og markmið 

rannsóknarinnar er að komast að því hvernig íslensk brugghús búa til nýja markaði 

erlendis fyrir sínar vörur og hvernig þróunin hefur verið með tilliti til útflutning á bjór 

frá íslandi á árunum 2007-2016. Helstu markaðir íslensks bjórs í Evrópu og 

Bandaríkjunum eru einnig greindir og framtíðarhorfur þeirra ræddar. Bjóriðnaðurinn á 

íslandi hefur verið í blóma á þessu tímabili og mörg brugghús hafa hafið starfsemi á 

þessu tímabili. 

 

Rannsóknin fer fram með því að nota eigindlegar rannsóknaraðferðir og hálfstöðluð 

viðtöl sem tekin voru við forsvarsmenn fimm íslenskra brugghúsa til þess að ræða 

erlenda starfsemi þeirra. Notast var við sjö skrefa viðtalsrannsókna aðferðafræði 

Brinkman og Kvale til þess að ramma inn rannsóknina og úrvinnslu hennar. 

 

Helstu niðurstöður rannsóknarinnar eru að útflutningur á bjór hefur aukist mikið á 

tímabilinu og að Bandaríkin og Bretland eru helstu markaðir íslensks bjórs. Íslensku 

bruggfyrirtækin nota óbeinan útflutning til þess að koma vörum sínum á erlenda 

markaði og milliliðir höndla með sölu og markaðssetningu á vörunum á erlendum 

mörkuðum. Helsta áskorun íslenskra brugghúsa er varðar útflutning er hár 

flutningskostnaður, óstöðugt gengi íslenska gjaldmiðilsins og vaxandi samkeppni á 

erlendum mörkuðum eru einnig áskoranir fyrir bruggfyrirtækin. Hvatanir að 

útflutningnum eru aðallega viðbrögð við aðstæðum (e. reactive) þegar kemur að 

útflutningi en það virðist vera munur á því hvernig smærri brugghúsin og stærri 

brugghúsin vinna. Stærri brugghúsin vinna frekar á framsækin hátt (e.proactive) en 

minni brugghúsin og möguleg útskýring á því gæti verið sú að stærri brugghúsin hafa 

frekar aðgang að fjármagni auk þess að hafa hæfara starfsfólk sem hefur þekkingu á 

útflutningi. Jákvæð ímynd íslands er brugghúsunum mjög mikilvæg og hún hefur 

hjálpað fyrirtækjunum í því að búa til nýja markaði erlendis. 

 

Efnisorð: 

Bjór, Áskoranir, Útflutningur, Markaðsaðgangur, Viðtöl 
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1. Introduction 

Beer has been brewed in the world for a long time and the oldest sources of beer 

brewing are around 9000 years old and today beer is the third most popular drink in the 

world only behind water and tea. Beer has been brewed in Iceland since people settled 

in the country, which was in warmer times when farmers could grow corn. Then mostly 

due to cooler climate the brewing of beer was mostly abandoned and it did not start 

again until the 19th century. In 1915 all consumption of alcohol in Iceland was 

prohibited and in the following decades some exceptions were made on the alcohol ban 

such as the allowance of selling Spanish wines due to pressures from the Spanish and 

Portuguese governments. Finally on the first of March in 1989 the ban on selling beer in 

Iceland was lifted after 74 years (Höskuldur Sæmundsson & Stefán Pálsson, 2014). 

Today the beer brewing industry in Iceland is blooming and many new breweries, most 

notably breweries that focus on craftsmanship in beer have started operations in the last 

years and the selections of Icelandic beer have probably never been more. 

The export of Icelandic beer has been increasing in the last years according to news and  

the selections of beer from Iceland is also increasing with many new microbreweries 

that brew craft beer have opened in the last years. It can therefore be said that this 

growing market is interesting to study. According to a report that Íslandsstofa made in 

2015, alcohol exports from Iceland have been increasing in the last years. From 2012 to 

2014 the export value of alcohol drinks increased from 13% of total exports of drinking 

products up to 25% the total exports of them. The export value of beer was 60% of the 

total value of alcohol drinks and the export value of Icelandic beer has grown 

substantially in the last years. The most important market for beer is the United States 

of America with 50% of exported beer going there (Íslandsstofa, 2015). 

It can therefore be said that the market is growing and there are opportunities in the 

market but there are also some challenges with exporting and going abroad with 

products. There are not only good signs in the market, there are also some negative 

signs in the economy for the exporting companies with the appreciation of the Icelandic 

currency. This appreciation might have notable negative influence for the export 

operations of the Icelandic breweries. In the beginning of the period that will be 

researched (2007-2016) the exchange rate index of the Icelandic Krona was 126 points 

and in the end of 2016 it was 167 points. That does though not tell the whole story. The 

exchange rate index has fluctuated a lot in the period and for most of the period the 

exchange rate has been fluctuating from 200-240 points (M5.is, 2017).  
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Therefore making export from Iceland a feasible option at that time. It has been 

forecasted that the exchange rate of the Krona will appreciate in the year 2017 by 4% 

but in the year 2018 it will depreciate by 5%. This forecast has uncertainties though and 

it is especially hard to predict the exchange rates for a micro currency like the Icelandic 

Krona (Íslandsbanki, 2016-a).  

As it stands the world markets are fairly open for business and Iceland has made free 

trade agreements with over 60 countries. The main free trade agreement is between the 

EFTA states which Iceland is a member of and the European Union. Iceland also has a 

free trade agreement with China which was the first free trade agreement between a 

European nation and China. The main purpose of those agreements is to repeal barriers 

to business such as duties so that the involved countries can more business between 

them (Þorvarður Kjerulf Sigurjónssson, 2013-a). Iceland does not have a free trade 

agreement with the United States but the United States offer Iceland the same 

arrangement as other member states of the world trade organization (WTO). The United 

States do not though impose duties on several products that Iceland exports to the 

United States for example most fish products and bottled drinking water. The main 

reason for no free trade agreement between the United States and Iceland is that the 

United States demands the repeal of duties on agricultural products in such an 

agreement which does not comply with the policy of the Icelandic government 

(Þorvarður Kjerulf Sigurjónssson, 2013-b). 

 

In the last decades the world economy has been getting more and more integrated, in the 

following subchapters the foundations of globalization and international business will 

be defined. Those concepts among free trade agreements and other related things are the 

foundation for the world economic system and trade and therefore the possibility to 

export Icelandic beer to foreign markets. Then the global beer market will be briefly 

introduced to present its vast scale and finally the objectives and research questions of 

this research along with the structure of the thesis will be presented.  
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1.1 Globalization 

Globalization is something that most people have heard about, in the following chapter 

globalization will be defined and the importance of globalization for export companies 

will be discussed. Globalization refers to the change towards a more interdependent and 

integrated world economy. Globalization has several attributes, including the 

globalization of production and globalization of markets. Globalization of production 

refers to sourcing of services and goods from locations around the world to take 

advantages of national differences in the cost and quality of production factors. Those 

production factors include factors like energy, labour, capital and land. By moving 

production of goods or services to another country, companies hope to lower their costs 

or improve the quality of their production. This allows companies to compete more 

effectively in the market. Globalization of markets refers to the merging of markets. 

Markets that have historically been distinct and separate have merged into one large 

global marketplace. Barriers to cross border trade have fallen which has made it easier 

to sell internationally. It has been argued that the preferences and tastes of consumers 

are beginning to converge on global scale, making it easier to create a global market. 

The most global markets are not consumer products where national differences in tastes 

and preferences are often too great to create global markets. The most global markets 

are the markets for industrial materials and goods that serve a universal need for the 

entire world (Hill, C. W. L., 2013).  

1.2 Export 

The volume of export in the world has increased as exporting is becoming easier. The 

declining in trade barriers along with regional free trade agreements has significantly 

increased export. Modern transporting and communication technology have mitigated 

the logistical problems that are associated with exporting. Companies increasingly use 

the internet, toll free phone numbers and international air express services to decrease 

the costs of exporting. Since the costs of exporting are going down and the whole 

process is getting simpler it is not unusual to find small companies that are thriving 

exporters. Exporting brings opportunities for companies to increase their revenue and 

profits. Many manufacturing firms start their global expansion as exporters and only 

switch to another mode of serving a foreign market. Exporting has two noticeable 

advantages. Firstly, with exporting the company can avoid the substantial cost of 

establishing manufacturing operations in the hosting country. Secondly, exporting can 
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help a company to archive experience curve and location economies. By producing the 

product in a centralized location and exporting it to foreign markets, the company may 

realize substantial scale economies from its global sales volume. Exporting has a 

number of challenges though. Firstly, exporting from the company’s home base may not 

be appropriate if lower cost locations for producing the product can be found abroad. 

Therefore particularly for companies those pursue a global or transnational strategies, it 

may be desirable to manufacture where the mix of factor conditions is most favourable 

from a value creation perspective. Then export the products to the rest of the world from 

that location. Another drawback to exporting is that high transportation costs can make 

the export uneconomical, especially for bulk products. One solution to get around this 

transportation problem is to produce bulky products regionally. That strategy would 

enable the firm to realize some economies from large scale production and at the same 

time to decrease its transportation costs. Tariffs are one drawback to export as tariff 

barriers can make exporting uneconomical. In addition the threat of tariff barriers by the 

host country government can make export risky. The fourth and final disadvantage of 

exporting arises when a company delegates its services, sales and marketing to another 

company in each country it does business in. That is a common approach for production 

companies that are starting to expand internationally. The company that handles those 

tasks for the exporting company might not do as good a job as the exporting company. 

The exporting company might do those tasks better itself. Companies need to consider 

the advantages and disadvantages of exporting before taking a decision if exporting is a 

suitable entry mode for them (Hill, C. W. L., 2013).  Beer is a product that is exported 

in great abundances and in 2015 the nations of the European Union exported around 20 

percents of their production to other markets (Brewers of Europe, 2015). Beer breweries 

in the United States are increasingly exporting their products to other markets and the 

export operations are becoming an important part of the beer industry. The United 

States also import considerable volume of beer and imported beer comprises over 13 

percents of all the beer that is consumed in the country (Beer Institute, n.d).   
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1.3 The global beer market 

The global beer industry is huge, the revenue of the global industry is estimated to be 

530 billion US dollars in 2016 and it is forecasted that the market will grow to 750 

billion US dollars in 2022. The beer market is lead by the Asia Pacific region which 

held the largest share of revenue in 2016. The Asia Pacific market is followed by the 

European and North America markets in terms of revenue. The Asia Pacific market is 

expected to grow at the highest rate in the upcoming years and the Latin America 

market is also expected to grow at a considerable rate, the more matured markets of 

Europe and North America are expected to grow at a moderate rate. The main drivers of 

the growth of beer sales is that consumers are seeing beer more as an luxury alcoholic 

beverage and they have more disposable income to spend. Consumers are increasingly 

selecting locally made premium beer and premium international beers and those two 

segments are expected to grow in the next years (Zion Market Research, 2017). This 

vast market brings exporting opportunities for the Icelandic breweries that only share a 

tiny portion of this market. 

 

1.4 Research questions and objectives of research  

The purpose of this research is to figure out how export operations of Icelandic beer 

breweries are developing and how the future prospects are for the Icelandic beer market 

in terms of export. The development of exports in terms of volume and value in a ten 

years period from 2007 to 2016 will be researched and analyzed and the main foreign 

markets of Icelandic beer will be presented. The Icelandic beer scene will be analyzed 

by taking interviews with managers of breweries to see current trends and how the 

development has been in the last years in terms of export. The managers will also be 

interviewed about the challenges they face when exporting beer from Iceland and how 

they enter foreign markets among other topics that will later be presented in this thesis. 

The internationalization strategies that the Icelandic beer exporting companies have 

used to put their products on foreign markets and the challenges that the companies face 

in the process will be analyzed and compared with existing literature in the field of 

export and internalization.  
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There is one main research question in this thesis and then there are four additional 

research questions that support the main research question. By answering those 

supporting questions the knowledge of the matter will improve and the main research 

question can be answered. 

 

The main research question of this thesis is the following: 

• How are Icelandic beer breweries creating new foreign markets? 

 

The four following questions are related to the main research questions and they will 

also be answered to get a deeper understanding of the export operations of the Icelandic 

beer market. 

 

a) How has the development of beer exports from Iceland been in the last 10 

years? 

b) What types of entry modes do Icelandic beer brewery companies use to enter 

foreign markets? 

c) What are the challenges that beer brewery companies face when entering 

foreign markets? 

d) Are Icelandic beer breweries proactive or reactive when creating new markets? 

 

The findings of this research could be useful for beer exporting companies, especially 

those who are newly established in the market and are considering exports of their 

products. This research is also valuable for companies in food and beverage business or 

any other business that is considering exporting its product since the research will 

discuss challenges, motivations and methods of entering foreign markets. The 

interviews in this research can give the reader local knowledge and a more human 

approach than the reader would get from reading only a textbook about the matter. The 

knowledge that the interviews bring is qualitative and the research will show how the 

managers of the beer breweries work in praxis. 
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1.5 Structure of the thesis 

This thesis is divided into seven chapters, including this introduction. The second 

chapter will discuss the beer market, especially the main markets of Icelandic beer 

exporters and introduce the breweries that participate in this research. The third chapter 

is a literature review related to the subject being researched. The fourth chapter focuses 

on the methodology used in this research and explains it. The methodology chapter also 

gives an overview of the persons that participate in this research and the data used. 

Chapter five presents the results of the research and discusses the results with relation to 

the existing literature of chapter three. The sixth chapter is devoted to a summary and 

discussion of the results in a broader way and the research questions of this research 

will be answered in the discussion chapter. The seventh and final chapter is a conclusion 

chapter, the limitations, future research and suggestions for the companies will be 

discussed and in the end of the chapter the researcher writes down his final thoughts and 

learning from this research and concludes this research. 

 

2. The beer market 

The following chapter will review the main current foreign markets of Icelandic beer, 

their trends and forecasts for the upcoming years. The global beer market has already 

been briefly introduced and in this chapter the beer market will be discussed in more 

details.  The growing trend in the beer market today, the craft brewery will be 

introduced and discussed and finally the Icelandic beer breweries that participate in this 

research will be introduced. 

 

The markets of the European Union, more precisely Western Europe are the main 

markets for Icelandic beer along with the United States of America according numerical 

data from Hagstofa Íslands. According to the Brewers of Europe association the average 

consumption of beer is 70 litres per capita in the European Union and 35 percents of the 

beer is sold on-trade and 65 percents are sold off-trade (Brewers of Europe, 2015). On-

trade in this case means beer that is sold in pubs, restaurants, hotels to name something 

and off trade means beer that is sold in supermarkets, corner shops and off-licences 

(Anderson P, Suhrcke M and Brookes C, 2012). The consumption of beer varies greatly 

between countries in the European Union and due to many factors such as cultural 
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factors some nations prefer wines and some beer and so on. The nation that consumes 

most beer is the Czech Republic and Germany, Austria and Poland follow in ranks two 

to four. The average consumption of beer in the twenty top beer consuming nations in 

the European Union can be seen in figure 1. 

 

 
Figure 1: Top 20 consuming nations of beer in EU. (Brewers of Europe, (2016) 

 

The beer is either sold on-trade or off-trade which was explained earlier in this chapter. 

The portion of on-trade versus off-trade varies greatly between countries. It is valuable 

for beer breweries to know how the portion is so they can design their market strategies 

better and when they select new markets for their products. The portions of on-trade 

sales versus off-trade sales in the 20 nations in the EU that consume most beer can be 

seen in figure two. 
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Figure 2: On-trade/ Off-trade sales of beer in top 20 consuming countries in EU ( Brewers of Europe, 2016) 

 

Large volumes of beer are imported to the European countries every year. The main 

importers of beer are the nations with the most population in the EU, Britain, France, 

Italy, Germany and Spain. Figure three shows the top ten importers of beer in Europe 

and it takes into account both the imports from within the union and the import that 

comes from countries that are not a part of the European Union. The statistics are 

demonstrated in thousands of hectolitres. 

 

 

 

 



18 
 

 
Figure 3: Top 10 importers of beer in Europe in 1000 hl (2015) (Brewers of Europe, 2016) 

 

2.1 The current status and forecasts for the beer market 

The following chapter will review the main markets for Icelandic beer overseas which 

are as stated earlier the United States of America and Western Europe.  

 

The current situation on the beer market in Western Europe is that the market is 

maturing and due to a premiumisatium trend in the market the consumers are drinking 

less alcohol but of better quality. Hard economic conditions led to a decline in sales of 

beer between 2010 and 2015 but the Western Europe area is though highly significant 

globally. The main reason for that is in terms of value, since consumers there focus 

more on higher quality products. The craft beer trend has made the best process in 

Western Europe only behind North America which has seen a great process in craft 

breweries. The craft trend in Western Europe is led by Britain and it has also been 

growing in the whole region with notable performances in the traditional wine 

producing countries. However like in Germany, the well established history of high 

quality beers has restricted but not put a stop to the rise of the craft beer trend. There is a 

strong growth in the sector of beer with none or low alcohol in the area which is led by 

Spain and Germany. This sector despite of growing opportunities is a niche market. 

Heineken is the unchallenged market leader in this area both as a brand an as a 

company, other companies like Asahi have entered the area but it is unlikely to 

significantly alter the landscape at least in the short term. The growth in beer is expected 
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to greatly vary between markets over the next years and that there will uncertainties in 

the market overall (Euromonitor International, 2017-a). The premium segment of beer is 

driving growth in Britain which is the largest market for Icelandic breweries in Western 

Europe, whether it is imported lager beer, premium bottled ale or craft beer. It should 

though be considered that although Britain is the largest market for Icelandic beer in 

Europe the value of the export is not considerably much. The craft segment is gradually 

becoming more corporate with craft breweries being purchased by the big breweries. 

The prospects for the British markets are that the growth in the beer market is likely to 

be driven by the premium segment in the next years (Euromonitor International, 2016). 

The Growth of craft beer in the United States has decelerated which is a possible 

warning sign for the increasing number of craft breweries in operation. The overuse of 

the term “craft” and corporate buyouts are adding to a sense of uncertainty in the future 

of the craft category in mature markets. Meanwhile there is a demand for products with 

heritage and authenticity which continues to spread around the world which brings 

opportunities for microbreweries. The customers search for more flavourful beers is an 

important driver behind the growth of craft beer which will be defined in the next 

subchapter. Notions of heritage, localisation and authenticity play a key part in the 

growth as does the desire of the consumer to avoid what is seen as the established 

mainstream. Although the growth in the US market is slowing down and that market 

maturing other craft markets in the world are rising as younger consumers in particular 

are interested in the craftsmanship of beer (Euromonitor International, 2017-b).  

To sum up those two main foreign markets of Icelandic beer it can be said that craft 

beer trend is growing but the market might get saturated soon, especially in the United 

States. Consumers are moving towards more premium beer and although the beer sales 

in terms of volume are declining the value is not declining as much since the consumers 

are buying more expensive beer.  
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2.2 Craft breweries 

Most of the companies that participate in this research could be considered as craft 

breweries and most of the products that the participating companies export could also be 

defined as craft beer. In the following subchapter the craft brewery will be introduced 

and defined. Craft breweries or microbreweries can be identified as any small, 

independently owned brewery that follows traditional brewing practices and 

ingredients. Craft breweries are distinct from larger breweries that often use non-

traditional ingredients and brew on a much greater scale. The craft brewery industry has 

grown considerably in the last decades, in the United States of America as an example 

there were 8 craft breweries in 1980 but in 2012 there were 2347 breweries. The market 

share of local craft breweries in the United States has grown from approximately 0 

percent in 1980 to 6,4% in 2012 (Elzinga, K. G., Tremblay, C. H., & Tremblay, V. J., 

(2015). The microbrewery segment has also been booming in some European countries. 

There were for example 573 microbreweries in Switzerland in 2015 and 690 in France. 

Other countries in Europe with considerable number of microbreweries are for example 

Italy with 540 breweries and Germany with 717 microbreweries in 2015. The country in 

Europe that overwhelms other countries in terms of number of microbreweries is Britain 

which had 1828 breweries in 2015 and the number of breweries has grown fast in the 

country for the last years because in 2010 there were 778 microbreweries in the country 

(Brewers of Europe, 2016). The craft brewery industry can further be segmented into 

three other segments. There are brewpubs, those are restaurants that brew their own beer 

and sell at least 25% of their production on site. The beer is often dispensed directly 

from the brewpub storage tanks and where it is allowed by law the rest of the 

production can be sold outside the pub. Contract breweries are breweries that hire other 

breweries to produce its beer.  The contract brewing firm handles distribution, sales and 

marketing of its beer while the other brewery handles production and packaging. The 

final segment of craft beer production is a regional craft brewery. The regional craft 

brewery is defined as a brewery which brews the majority of its production in an 

innovative or traditional way (Brewers Association, n.d).  
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2.3 Icelandic beer breweries 

In the following sub-chapters there will be a short presentation of the Icelandic 

breweries that are included in this research. The representatives of those companies will 

be interviewed in this research and the results of those interviews will be presented in 

chapter five. 

 

2.3.1 Ölgerðin Egill Skallagrímsson 

Ölgerðin Egill Skallagrímsson is an Icelandic brewery that was established in 1913 in 

Reykjavik. The company produced Maltextrakt and Hvítöl at first and soon it 

introduced pilsner light beer to its product portfolio. In 1930 the company started to 

produce soft drinks and Appelsín which is probably the most known drink of the 

company along with Maltextrakt was first produced in 1955. In 1969 the Icelandic 

ministry of industries explored the possibilities of exporting Icelandic beer from 

Ölgerðin to the United States of America which the ministry thought was a very 

promising market. In 1989 the ban on selling beer in Iceland was lifted after 74 years 

period, the same year the company introduced Egils Gull which has had a strong market 

share ever since. In 2010 the company established the microbrewery Borg which 

produces various types of high quality beer (Ölgerðin, n.d). 

 

2.3.2 Ölvisholt 

Ölvisholt is a microbrewery that is located on a farm in the south of Iceland. It was 

founded in 2007 by two farmers in the area. An old barn was repurposed to produce 

high quality beer. The company was one of the first microbreweries in Iceland and it 

among other breweries started the microbrewery trend that is visible in Iceland. The 

company has been awarded on several occasions for their beer production. The 

company sells its beers in premium bars in Iceland and also exports its production to 

foreign markets including USA and Sweden (Ölvisholt, n.d). 

2.3.3 Bruggsmiðjan Kaldi 

Bruggsmiðjan Kaldi was established in 2006 by the couple Agnes and Ólafur in the 

small town of Árskógssandur in Eyjafjörður. The company was the first microbrewery 

in Iceland and it produces high quality beer with ingredients from the Czech Republic 

and Icelandic water. The brewery produces the Kaldi beer in many versions by using 
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old Czech methods. The production of the brewery has increased from around 160 

thousand litres per year in the beginning to around 650 thousand litres per year in 2015 

(Bruggsmiðjan Kaldi, n.d). 

 

2.3.4 Brugghús Steðja 

Brugghús Steðja is a family owned microbrewery that is located on a farm called Steðji 

in the west of Iceland. The company was established in 2012 and put it first product on 

the market in the same year. The company has the goal of producing innovative beers to 

add to the flora of Icelandic beers (Steðji, n.d). 

 

2.3.5 Einstök Ölgerð 

Einstök Ölgerð which was established in 2011 is a craft brewery that brews its beers in 

Akureyri north Iceland in collaboration with Vífilfell. The company brews high quality 

craft beer and is owned by two Americans. The company despite its young age is the 

biggest exporter of beer from Iceland, exporting around 80 percent of the total exports 

in the first 6 months of 2016. The company mainly exports to USA and its production is 

sold there in 15 states. The Einstök beer is now sold in 22 countries (Höskuldur Daði 

Magnússon, 2016). 
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3. Literature review 

Internalization is all around us and the world is getting more and more connected. Many 

researchers have researched internalization and related matters such as export and the 

effects of the image of countries on export. This chapter is divided into four 

subchapters. Those subchapters will discuss literature that is related to the research 

questions of this research. The first subchapter will discuss internalization strategies and 

the entry modes that firms can follow when exporting to other markets and how the 

firms can apply those strategies when entering new markets. The second subchapter 

discusses why companies start to export and their motivation to start the process. The 

third subchapter will discuss the challenges that firms face when they start to export and 

examples from Icelandic companies and foreign companies will be discussed. The 

fourth and final subchapter will discuss how the image and brand perception of a local 

country affects the export operations and sales potential in foreign countries. Examples 

from foreign research regarding the alcohol market and Icelandic food industry will be 

presented for the reader among general discussion about the matter. In the end of this 

chapter the main findings of this review will be presented for the reader. 

 

3.1 Internalization strategy and entry modes 

It is important to choose an internalization strategy before the process of entering 

foreign markets begins. Charles W. L. Hill discusses in his book international business: 

competing in the marketplace that there are four basic strategies that firms can follow. 

Those strategies are international strategy, localization strategy, global standardization 

strategy and transnational strategy. Some firms have the fortunate position in the market 

that there are low pressures for cost reduction and low pressures for adapting their 

product to suit the foreign market, those firms can follow the internalization strategy.  

What distinguishes firms that have this position in the market is that they sell products 

that serve global needs, but they don’t face any serious competition and therefore they 

have low pressure for cost reduction. Localization strategy focuses on increasing 

profitability by customizing the firm’s services or goods so that they can provide a 

satisfying match to preferences and tastes in different national markets. This strategy is 

most suitable when there are substantial differences between nations with regards to 

consumer tastes and therefore high pressures for adapting products and low pressures 

for cost reduction. By customizing products to local needs, the firm increases the value 
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of the product and it is able to charge higher prices for the product. On the other hand 

since the product is customized the cost of the production rise compared to standard 

production. Firms that follow a global standardization strategy focus on expanding 

profitability and profit growth by obtaining the cost reduction that comes from 

economies of scale, location economies and learning effects. The goal of those firms is 

to seek low cost strategy on a global scale. This strategy is best suitable when there are 

high pressures for cost reduction and low demands to adapt products for local markets. 

Companies that have this position can therefore put most of their effort on economies of 

scale and learning effects to lower production costs so they can compete on prices. 

Sometimes firms face both high pressures for cost reduction and high pressures for 

adapting products for local needs in foreign markets. These firms need to follow a 

transnational strategy to survive the fierce competition. The firms that follow this 

strategy are simultaneously trying to lower costs through location economies, learning 

effects and economies of scale and adapting their product offerings to different national 

markets. This strategy is not easy to follow since it places conflicting demands on the 

firm. It is difficult to adapt products to different markets while at the same time trying to 

reduce costs. How to implement a transnational strategy is one of the most complex 

challenges that multinational firms face today (Hill, C. W. L., 2013).  

Many theories have been used to explain entry mode decisions for companies. 

According to Brouthers & Hennart (2007) there are few theories that are used as 

theoretical ground for entry mode studies. Among the most common theories are 

transaction cost theory, resource based view, eclectic framework and institutional theory 

(Brouthers, K. D., & Hennart, J.F., 2007). Li & Qian (2008) found out after analysing a 

sample of 166 small, medium and large technology companies that companies of all 

sizes that focus on innovation advantage prefer self-reliance entry modes. Large 

companies that experience changes in market dynamism prefer self-reliance entry 

modes but small and medium sized companies prefer partnership entry modes. When 

large promotional effort is needed in the market, companies of all sizes choose to enter 

new markets with a partnership entry mode (Li, L., & Qian, G., 2008).  

 

There are several ways to export a product or service abroad. Agarwal & Ramaswami 

(1992) discuss the main ways to do that. The four most conventional modes are 

exporting, joint ventures, licensing and sole venture. Once one of those modes has been 

selected it is difficult to change it because that would lead to loss of capital and time 
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invested. The selection of the appropriate entry mode for a company is therefore a very 

important strategic decision.  When choosing an entry mode, companies need to weight 

the risk to the possible return on investment and the level of control over activities. 

Exporting has low investment and low risk and returns compared to other methods. The 

exporting method provides operational control but it lacks control in marketing. The 

joint venture method involves comparatively low investment and the risk, return and 

level of control depends on how much is invested in the joint venture. The sole venture 

mode is a high investment method that provides high risk, a possibility of high return 

and total control of activities. Lastly the licensing mode is a low investment and low 

risk/return mode which contributes the least control to the licensing firm of the methods 

mentioned (Agarwal & Ramaswami, 1992).  

When it comes to the entry mode of export there are two main ways regarding how 

companies can handle export, they can do it by using direct export or indirect export. 

Indirect export is discussed in an article by Hessels & Terjesen (2010). Indirect export is 

when companies that export, use intermediary companies to handle sales and related 

services overseas. The intermediaries act as the middleman and link together the 

exporting company and the overseas customer. The intermediaries can assist their 

clients to find customers and help with distribution. The export intermediaries help the 

export company by reducing uncertainties and gaps in knowledge of foreign markets. 

Using an export intermediary has many advantages but there are also some drawbacks. 

Intermediaries add to the cost of exporting and the exporting company loses control 

over operations in the overseas market. Using an export intermediary can be especially 

helpful for small and medium sized enterprises (SMEs). The SMEs often lack foreign 

knowledge of markets and resources which is risky for them in the internalization 

process.  (Hessels, J., & Terjesen, S., 2010). 

Musso, F., & Francioni, B. (2014) found out in a research they made that 75% of small 

and medium sized enterprises (SME´s) do not follow a follow a systematic approach 

when selecting strategy for international marketing selection (IMS).They discuss that 

the reason for how few companies follow a systematic approach is probably because 

they don’t have enough resources and expertise to follow a systematic approach when 

choosing international markets. As companies get bigger they are more likely to follow 

a systematic approach when selecting international markets. The larger firms can more 

easily use external and internal resources and competencies to guide them through the 

selection process. They discuss that the majority of SMEs are passive in the entry mode 
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selection (EMS) process and that they don’t conduct a systematic analysis before 

making a choice. SMEs have the tendency to execute both IMS and EMS at the same 

time or without following precise criteria (Musso, F., & Francioni, B., 2014).  

 

3.2 Motives for internalization and export 

The motives for export can be classified into two dimensions, a proactive way and a 

reactive way. Alrashidi (2014) discusses those two stimulators and the differences 

between them. The first dimension which would be considered reactive reflects whether 

the decision of the company to export is mainly motivated by factors in the external 

environment, or driven by the internal situation of the company. The other aspect which 

would be considered proactive is whether or not the company initiates to seek, 

recognise and exploit opportunities in foreign markets. The motivation for export can 

have both proactive and reactive elements. Proactive motivation can be seen in a 

company’s aggressive behaviour that searches in a proactive way for opportunities in 

foreign markets. The reactive approach to export can be seen as a passive approach 

towards changing conditions in the foreign markets. Alrashidi further divides the 

proactive and reactive stimulations into external and internal motives. The internal 

proactive type of motive is associated with company’s interest in developing exclusive 

internal competencies or market opportunities. The managers or owners of the company 

might be interested in exporting and viewing exporting as the easiest way to grow for 

the company. Finally an excess in production capacity might drive the business into 

exporting its products. The external proactive type of export may lie in the external 

environment. Favourable currency exchange rates, trade tariffs reductions in foreign 

markets along with attractive government incentives to export are examples of proactive 

external motives. Internal reactive motives for export rise from within the company and 

reflect the company’s commitment to internal business as a response to changing 

conditions. Those motives are related to decreasing domestic sales, the availability of 

production capacities and declining economy in the domestic market. An intensifying 

local competition might also drive companies to look for other markets and export. 

External reactive motives for export include a saturated home market along with 

fluctuations in the market demand in the domestic market. The companies might get 

unexpected orders from foreign customers or companies. The companies that fall into 
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the external reactive category will often observe and follow what other similar 

companies are doing in terms of export (Alrashidi, Y. A. 2014). 

Burpitt, W. J., & Rondinelli, D. A. (2000) add to this discussion that small companies 

are more likely to  export when the global opportunities are more promising than in 

the local market. Other motives for export for the companies are for example when the 

firms can receive inquires from potential foreign customers and when they find out that 

the demand is insufficient in the local market. Burpitt & Rondinelli also discuss that 

economic motivations are a big part of the decision of small companies to export but 

uncertainty about returns from the financial and personal costs might discourage 

managers from taking the decision to export. The possibility for companies to acquire 

new skills and new knowledge along with broadening the capabilities of the 

organization are also important to companies that are considering exports of their 

products. Respondents of their research stated that they were willing to consider exports 

even if there was a low chance of profit in the short term. By exporting they were 

hoping to enhance the capabilities of their organizations in the long term. Learning is 

therefore an important factor for some companies and companies that value the learning 

experience are more likely to keep exporting (Burpitt, W. J., & Rondinelli, D. A., 2000). 

In a research made by Íslandsstofa (2015) participants in Icelandic food industry were 

asked about why they export and what the motivation is. 64 percent of the participants 

said that their companies were established with export in mind. Approximately 24 

percents of respondents said that they started selling their product on the Icelandic 

market and then they took decision to start export to foreign markets. A small portion of 

respondents or 12,5  percent said that the export operations of their company started by 

coincidence. The research states that 82 percent of the respondents who export their 

products are doing it on regular basis and that 18 percent export their product 

occasionally. The main reason for export for companies that export agricultural products 

such as meat and dairy products used to be to get excess production to foreign markets 

(Íslandsstofa, 2015). 

3.3 Challenges with internalization 

Globalization has become fiercer in the 21st century. Well developed and simple 

communications are among the factors that lead to globalization. Companies that use 

modern approaches in technology and skills can use their resources fully and enter 

international markets. Connections and experience are very important factors for small 
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and medium sized enterprises (SMEs) and international entrepreneurs. Experience is the 

main asset of those companies and one of the most important factors for success. 

Success of SMEs on international markets from their start up is linked to the union of 

three types of resources: Activity, innovation and healthy approach to the risk 

(Sarishvili & Shengelia. 2016).   

Hirsh (2016) discusses that surprisingly many small craft beer breweries are exporting 

but there are some challenges that those companies face. Gaining production up to a 

level where sales can be scaled internationally and finding reasonable distribution 

opinions can be challenging. There are more challenges to face when exporting to a new 

country, there are different cultural, customer and language elements that need to be 

considered (Hirsh, 2016).   

A study of Canadian exporting companies by Loo Mark (2015) discusses challenges 

that exporting companies face. Those challenges can be divided into external and 

internal factors for the exporting companies. External factors include finding qualified 

employers that is mentioned by 50 percent of small exporting companies as an obstacle. 

Other external factors that were mentioned are growing competition, instability of 

customer demand, government regulations and finally environment regulations. The 

internal factors that are mentioned are increasing business costs and accessing financing 

for the export. Other internal factors that are mentioned are insurance premiums and 

management capacities. This research summarized that there are six key problems that 

small businesses exporters face. Those issues are taxes and tariffs, access to financing, 

human capital, innovation, marketing strategy and infrastructure (Loo. M., 2015).  

A study of Latvian exporting companies by Putnins, T. J. (2013) adds more obstacles to 

exporting. Lack of knowledge about foreign markets and lacks of contacts in foreign 

markets are mentioned. Untrustworthy foreign companies and languages barriers to 

negotiating a contract are also factors that are mentioned in the research. This research 

also states the reasons why some Latvian companies don’t export at all. 64 percent of 

the companies that have never exported state that they don’t want to export because they 

think their product are not suitable for export. The second most answered reason 

mentioned by 26% of companies is that they don’t export because there is plentiful 

demand for their products in their domestic markets. Lastly, six percent of respondents 

answered that they don’t want to export because they think that there is too much 

competition in foreign markets (Putnins, T.J, 2013).   
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A study done by Áslaug Þorbjörg Guðmundsdóttir (2014) that studies the challenges 

and barriers that Icelandic export companies face when exporting, states that high 

logistics costs from Iceland are problematic along with infrequent trips of cargo ships to 

the United States.  Among other barriers for the Icelandic companies are costs of 

capital, cultural differences and the fluctuations of the Icelandic currency. The research 

also argues that time consuming matters with import duties, the high level of rivalry on 

foreign markets and differences between nations in how they do business are barriers 

for Icelandic exporters. 

(Áslaug Þorbjörg Guðmundsdóttir & Gunnar Óskarsson, 2014). 

A report made by Íslandsstofa (2015) discusses the challenges and barriers with export. 

Representatives of Icelandic export companies in food business were asked about these 

challenges.  The overwhelming majority of participants said that high transportation 

costs from Iceland to foreign countries were a great barrier to export. Other challenges 

and barriers that were mentioned include the fluctuation of the Icelandic currency and 

instability because of that and limited production capacity. Participants also mentioned 

that there was a shortage of cooperation between partners and a shortage of unity and 

that the mapping of markets was too time consuming. When participants were asked 

about the weaknesses of Icelandic food production the following came to their minds.  

The distance from markets was mentioned along with limited production capacities. The 

cost of producing a product and the lack of knowledge of foreign markets were 

mentioned as weaknesses as well (Íslandsstofa, 2015).  

 

3.4 Brand perception and image of local country 

Several researches have shown that the image of countries is important for 

competitiveness and economic factors of nations. Image can be built on facts, 

speculations and misconception. The image of Iceland can be defined as a collection of 

emotions, experiences and views that Icelanders and other have towards the country and 

its people. The image of Iceland is generally positive but very weak and limited in other 

countries and the image of the country is mostly based on the nature of the country. The 

nations that have made good process in building a strong image have based the image 

on the varieties of the society, culture and the characteristics of the relevant nation 

(Forsætisráðuneytið, 2008). It is likely that the positive image of the country is more 

widespread today, for example after the marketing campaign of Íslandsstofa called 
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“inspired by Iceland” and the tourist boom that the country has experienced in the last 

years. 

Barisan et al (2015) discuss that some authors have shown that local country’s features 

affect the perception of consumers towards products that have a strong regional 

features. They also discuss that promotion of wines may be more efficient when the 

promotion is focused on regional origin (Barisan, L., Boatto, V., Rossetto, L., & 

Salmaso, L., 2015).  

Lazzari & Slongo (2015) discuss that consumers evaluate products not only on elements 

such as design, shape and colour but also on aspects such as warranty, price and the 

country of origin. Consumers reconsider their assessments of a product if they find out 

that the country of origin does not have a good reputation in terms of quality (Lazzari, 

F., & Slongo, L. A., 2015).  

A Korean research done by Kim, Yang and Chao discusses the effects of brand equity 

and country of origin on Korean consumer’s choice for beer brands. Their research 

states that country of origin has significant effects on brand awareness, brand 

association and perceived quality, but the greatest impact is on brand awareness. They 

state that the country of origin may have an important role in the primary stages of 

developing consumers brand equity (Kim, R., Yang, H., & Chao, Y. 2016). 

In a report made by Íslandstofa in 2015, representatives from Icelandic companies in 

food business were interviewed about the importance of the image of Iceland when 

selling products in foreign markets. Participants said that it’s very important to connect 

between the products that they make and Iceland. They also said that it’s important to 

tell the story behind the product, the production and the origin of the product. The 

participants agreed on that the image of Iceland is good on foreign markets, where it is 

known.  The quality of Icelandic products is what makes them competitive on foreign 

markets in the minds of the participants (Íslandsstofa, 2015). 

 

To sum up this discussion and its main findings in a few paragraphs it is important for 

companies to familiarize themselves with the available entry modes and evaluate the 

pros and cons for their company. The most suitable entry mode for a company depends 

on many factors for example the size of the company, the kind of product or service it 

sells and the geographical distance to the foreign market. When selecting the entry 

mode in the beginning it is important to choose it carefully since it can be time 
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consuming and costly to change it. The motivation for the export can be manifold and 

companies mostly follow either a proactive or a reactive approach to export. 

The challenges that exporting companies face are numerous, the challenges that most 

companies can face regardless of sector or geographical location are language and 

cultural barriers and problems with getting qualified employers to handle the export 

operations. The challenges that Icelandic exporting companies face particularly are high 

logistics costs and problems that rise because of the Icelandic currency which fluctuates 

a lot and brings uncertainties for the exporting companies. 

The image of the country of origin is important for economic factors and 

competitiveness of countries and therefore the companies of those countries. Local 

country image affects the perception that consumers have towards a product and if the 

image of the country of origin is negative the customers might change their perception 

of a product from that country.  

 

This literature review is not exhaustive since there is abundant material available 

regarding the topics of this thesis but the discussion above should give a fairly thorough 

review of the topic. In the following chapter the methodology behind the research will 

be presented. 

 

 

4. Methodology 

The following chapter will discuss and demonstrate the methodology used to conduct 

this research. The first part of the chapter is mainly devoted to a presentation and a 

discussion about the research methods that were applied in this research along with a 

presentation of the participants that took part in the research. The second part is mainly 

devoted to a description of proceedings and analysis of the data that was gathered in this 

research.  

 

4.1 Participants 

Managers and representatives from six Icelandic beer breweries were chosen to be 

contacted for this research. They were contacted by phone or via e-mail in the beginning 

of February 2017 and asked if they were willing to give interviews three weeks from 
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then. Five of the managers that were contacted were willing to be interviewed but one 

manager did not want to take part in the research. The participants that were chosen to 

be contacted are either managers or export managers of brewing companies that handle 

an overwhelming share of beer exports from Iceland.                                                  

The following participants took part in this research: Agnes Anna Sigurðardóttir, the 

manager of Bruggsmiðjan Kaldi gave an interview on behalf of the company. 

Dagbjartur Ingvar Arelíusson is the manager of Brugghús Steðja and he gave the 

interview on behalf of the company. Óli Rúnar Jónsson is an export manager for 

Ölgerðin Egill Skallagrímsson and he gave the interview on behalf of the company. 

Berglind Snæland is one of the owners of Ölvisholt Brugghús and she gave the 

interview on behalf of her company. Finally, Guðjón Guðmundsson the manager of 

Einstök Ölgerð in Iceland gave an interview on behalf of Einstök. 

 

4.2 Research method  

A qualitative method was used to conduct this research. A qualitative method is used 

when the purpose of the research is to find out what is in the subjects mind. This type of 

research is conducted to get a rough idea about the perspective of the person being 

studied.  Qualitative data is collected to know more about matters that cannot be directly 

observed and measured. Thoughts, feelings, behaviour and intentions that took place in 

the past are examples of the things that cannot be measured but can be collected only 

through qualitative data collection methods (Aaker, 2013). Qualitative research is a 

flexible method and it can in some cases be changed during the research. The data that 

is collected in a qualitative research is rather interpreted with words than numbers. The 

results of the research can be supported with quotations from conducted interviews. 

When conducting a qualitative research the researcher himself is the main instrument 

used to collect data and deficiencies cannot be ruled out (Merriam, 2009). Qualitative 

research methods can be traced back to for example idealism and phenomenology where 

the main emphasis is that the individual is the main interpreter of the reality. The 

actions of people can only be explained by gathering data about what meaning the 

people put on its circumstances and experiences. Qualitative research focuses on 

gathering data how people interpret their surroundings and circumstances. The outcome 

of a qualitative research is not a statistical comparison the outcome is concepts and 

themes that describe what is common with the experiences of diverse groups of people 
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or individual persons (Jón Gunnar Bernburg, 2005). It can be said that the status of the 

researcher in the research of this thesis is mainly inductive the researcher does not have 

any particular ideas to test to begin with but will let the data that comes after conducting 

interviews choose which questions are worth seeking an answer to.  

4.3 Interviews 

The interviews in this research were conducted by using qualitative research methods to 

gather data. The purpose of qualitative research is as stated earlier to figure out what is 

in the mind of the subject being researched. Qualitative data is collected to know more 

about things that cannot be directly measured and observed. The interview technique 

used to interview respondents in this research were semi structured individual in depth 

interviews. Those interviews are most of the time conducted face to face with the 

respondent where the subject matter of the interview is explored in specifics but they 

can also be conducted via phone conversation. In semi structured individual interview 

the interviewer tries to cover a specific list of topics and the respondent does not have 

much freedom but some though to broaden the topics. The exact wording and time 

allocated to each question is left to the interviewer discretion. This interviewing 

technique can be effective when interviewing busy executives in a company and the 

open structure assures that unexpected attitudes and facts can be pursued easily. This 

type of interview is demanding and progress and results depend much on interviewer’s 

skills. The interviewer needs to be persuasive to get through the shields of receptionists 

to get an appointment with executives. When the interview is then conducted the 

interviewer needs to build up trust and credibility from the beginning of the process. 

Some managers have a problem with being recorded while being interviewed so in 

some cases it might be necessary to alternate between asking questions and taking notes 

(Aaker, 2013). 

4.4 Conceptual framework 

Steinar Kvale one of the authors of the textbook Interviews – learning the craft of 

qualitative research interviewing formed a seven step framework to use when 

conducting an interview research. This framework was used when the research was 

formulated and implemented. Then the framework was used when the data from the 

interviews was analyzed and reported. The framework is demonstrated in table one. 
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Table 1: Seven stages of an interview inquiry 

Seven stages of an interview inquiry 
Thematizing:                                                              
Formulate the purpose of an investigation and describe the 
concept of the matter to be investigated before the 
interview starts. The what and why of the investigation 
should be defined before the question of how -method- is 
posed. 

Designing:                                                                        
Plan the design of the study and take into consideration all 
the seven stages of the investigation before interviewing.  
Designing the research is undertaken with regard to 
collecting the intended knowledge and it needs to consider 
the moral implications of the study. 

Interviewing:                                                                        
Conduct the interviews based on an interview guide and 
with a reflective approach to the gathered knowledge and 
consider the interpersonal relations of the interview 
situation. 

Transcribing:                                                                
Prepare the interview data for analysis, which commonly 
includes a transcription from oral conversation to written 
text. 

Analyzing:                                                                     
Decide based on the basis of the topic and purpose of the 
investigation and the nature of the interview data, which 
mode of analysis is appropriate for the interviews. 

Verifying:                                                                     
Ascertain the reliability, validity and generalizbility of the 
interview findings. Validity refers to whether an interview 
study investigates what is intended to be studied and 
reliability refers to how consistent the results are. 

Reporting:                                                            
Communicate the findings of the research and the methods 
applied in a form that meets scientific criteria and takes the 
ethical aspects of the research into consideration. This 
should result in a readable product. 

 

(Brinkman, S. & Kvale, S., P.128-29, 2015).  

 

When conducting the interviews the seven steps framework by Brinkman and Kvale 

was used as guidance and the process will be briefly presented and discussed below.  
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The purpose of this research was formulated and research questions formed which were 

the main themes of the interviews. Then the participants of this research were contacted 

and asked if they were willing to participate in this research and after that the interview 

questions were designed. When those steps had been taken the interviews were 

conducted, participants were informed about the purpose of this research and how the 

data would be used. When the interviews had been conducted the data was transcribed 

and after that the data was analysed using thematic analysis. The data that came after 

conducting the interviews is difficult to validate since this information is not official, 

the researcher put his trust on that the participants were telling the truth. The answers of 

the interviews were compared with other studies in the field and in many cases the 

answers agree with the previous research. Finally the findings of the interviews were 

reported in a form that’s generally used to present interview findings in thesis and 

confidential matters which the participant did not want to appear in the results were left 

out. 

4.5 Ethical issues of interviewing 

An interview questioning is a moral enterprise. Moral matters concern the means as the 

ends of an interview inquiry. The human interaction during the interview influences the 

interviewees, and the knowledge produced by an interview questioning affects our 

understanding of human conditions. As a consequence the interview research is 

saturated with ethical and moral issues. Qualitative research can create tension between 

the  will to collect knowledge and ethical concerns. The qualitative interviewer and 

psychotherapist Jette Fog (2004) as referenced in Brinkman and Kvale (2015) 

formulated the interviewer fundamental ethical dilemma. The researcher wants the 

interview to be as deep and as insightful as possible, which has the risk of trespassing 

on the person. At the same time the researcher wants to be as respectful to the interview 

person as possible, with the risk of only getting empirical data that only scratches the 

surface.  Ethical concerns go through the whole process of an interview investigation 

and potential ethical issues should be considered from the start of the investigation to 

the final report (Brinkman, S. & Kvale, S., 2015). The ethical issues affect all the seven 

stages of interview research and those issued are demonstrated in table two. 
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Table 2:  Ethical issues in the seven stages of an interview inquiry 

Ethical issues in the seven stages of an interview 
inquiry 

Thematizing: The purpose of the interview should above the 
scientific value of the knowledge sought, be treated with 
regards of improving the human situation being 
investigated.  
Designing: The ethical issues of design involve collecting 
the subject’s informed consent to participate in the research. 
Confidentiality between the participant and the researcher is 
important the possible consequences for the participants 
need to be considered. 

Interview situation: The personal consequences of the 
communications during the interview for the participants 
need to be considered, such as stress and changes in self 
understanding during the interview.  

Transcription: The confidentiality of the interviewees needs 
to be well protected and the transcribed text needs to be 
loyal to the interviewee’s oral statements.  

Analysis: The ethical concerns in analysis involve the 
question of how penetratingly the data from the interviews 
can be analyzed and if the participants should have a saying 
in how their statements are interpreted. 

Verification: The researcher has the ethical responsibility to 
report knowledge that is as protected and verified as 
possible. This involves the consideration of how critically a 
respondent may be questioned. 

Reporting: Confidentiality needs to be considered when 
private interviews are reported in public. The consequences 
of the published report for the interviewees and for the 
groups their belonging needs to be considered. 

(Brinkman, S. & Kvale, S., P.85-86, 2015).  

 

Those seven steps of ethical issues were kept in mind and they were generally followed 

during the designing of the research and when the interviews were conducted and then 

transcribed and reported. The purpose of the research is to study the Icelandic beer 

market in terms of export to improve the knowledge in that sector. The researcher is 

aiming at improving the businesses of the companies that the participants represent. 

Every participant in this study was told about the purpose of this research and that the 

information gathered would be strictly confidential. In the start of every interview the 

participant were asked for permission to be recorded and they were told that the 
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recordings would not be published anywhere. The data was transcribed by writing down 

every single word and it was done as precisely as possible. The data was analysed and 

interpreted in the way that the participants discussed the topics and the translation of 

quotes from Icelandic to English was as precise as possible. The participants were asked 

if they approved that the research was published for the public and it was also 

considered if the real identity of participants should changed for a pseudonym but it was 

decided that it was not reasonable to do that since it would be very easy to read between 

the lines because the brewing industry is small in Iceland and the players are few. 

 

4.6 Data collection  

The data that was collected for the literature review of this research was secondary data 

from electronic databases, the internet and business related institutions. Textbooks in 

international business were also used. Data regarding export of Icelandic beer from 

2007-2016 was gathered from the website of Hagstofa Íslands. The websites of the beer 

breweries and official organizations and institutions in Iceland were also used to collect 

data. Data was collected trough telephone and e-mail from interviews with managers of 

the beer breweries in Iceland. Those managers were contacted via telephone or e-mail 

and asked if they were willing to give an interview.  Most of the interviews were 

conducted face to face to the respondents and some of the interviews were conducted 

trough phone since the respondents did not have time to meet with the interviewer or 

because they lived in another parts of the country. The data was analyzed in a 

systematic way to figure out what the main results are from the interviews. Semi 

structured in depth interviews with managers of beer breweries were conducted to get a 

deeper understanding of the beer exporting market. The data that was collected from the 

interviews was mainly qualitative but some questions asked during the interviews also 

provided a quantitative data. The managers were contacted via phone or e-mail and 

asked if they are willing to give a standard interview and those who are willing to 

participate in the interview were later contacted. 

 

4.7 Instruments and procedure of interviews 

Four of the interviews were conducted through phone and one interview was conducted 

face to face. The researcher tried to meet with as many managers as possible but due to 

busy schedules of four of the managers, they were not able to meet with the researcher 
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face to face. The participants were asked if they were alright with the interviews being 

recorded for research purposes and they gave their permissions to do that. The 

interviews were conducted from 20th of February to 28th of February 2017 and the 

length of the interviews varied from 7 minutes to 45 minutes. Participants were asked to 

answer 10 to 18 questions and some follow up questions related to the subject from the 

researcher if something interesting came up during the conversation. There were two 

types of questionnaires, one for those companies that have not exported and another for 

those companies that have exported beer from Iceland. The interviews were recorded 

with a recording app in an Iphone 6 and then typed into a document on a computer. The 

program Express Scribe Transcription was used to work through the gathered data. This 

program helps the user to write down the interviews from the recording by slowing 

down the recording and adding pauses to the records to help the writer to catch up when 

typing. The interviews were written down in Microsoft word so it would be easier to 

work with the data and code it. After coding the material some themes were developed.  

 

4.8 Mode of analysis and coding of interviews 

The data was analysed by using thematic analysis. Thematic analysis is a method that is 

commonly used to analyse qualitative data. The method focuses on identifying 

patterned meaning across a dataset that provide an answer to a research question being 

questioned. The patterns are identified through a process of data familiarisation, coding, 

theme development and revision (University of Auckland, n.d). The content of the 

interviews in this research was analysed with an inductive mode which is one way to 

approach thematic analysis. Induction is the process of observing a number of instances 

in order to say something common about the given class of instances. Qualitative 

research is often characterized as inductive, since researchers will often approach their 

study without many preconceived ideas to test but will rather let the empirical world 

choose which questions are worth seeking an answer to. Induction is in its different 

varieties the most common approach to analysis. Analysts that use this strategy 

inductively code data from their research to identify patterns and formulate probable 

explanations of these patterns (Brinkman, S. & Kvale, S., 2015). Coding is the most 

common form of analysis of analyzing qualitative data from interviews. Coding is the 

process of categorizing interview statements to get an overview of textual material in 

social science. Coding involves connecting one or more keywords or codes to a text 
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segment to allow later identification of a statement, opening it for quantification. Glaser 

and Strauss (1967) as referenced in Brinkman & Kvale (2015) described coding as the 

process of breaking down, examining, comparing, conceptualizing and classifying data. 

When the researcher codes he should use code memos to record the names of different 

codes and who coded which part of the data. The date of the coding should be recorded 

along with definitions of the codes used and notes from the researcher about his 

thoughts about the codes. Coding can either be data driven or concept driven. Data 

driven coding indicates that the researcher starts out without codes and then develops 

them through readings of his material. Concept-driven coding uses codes that have been 

developed in advance by the researcher, either by studying some of the material or by 

consulting existing literature in the field (Brinkman, S., & Kvale, S., 2015).   

In this interview research a combination of concept driven coding and data driven 

coding was used to code the material. When coding the data the researcher wrote down 

a list of pre-set codes in a “code book” and then some codes emerged when the data was 

read and analyzed. Some of the pre-set codes came from ideas that the researcher had in 

the beginning of this research and other came after studying existing literature regarding 

challenges and motivations for exports among other. Some of the codes were emerged 

when reading through the material. For example the codes “proactive” and “reactive” 

which are put together in a theme in the analysis chapter below came as data driven 

codes when the researcher read through the transcripts of the interviews. During the 

process of coding the researcher also noted down notes from the material being 

analyzed. Those notes included ideas and interpretations that came after reading through 

the transcripts and coding them. The coding process helped the researcher to organize 

and summarize the data better and dig deep into the material to come up with new ideas 

and themes to analyze and discuss in this thesis.  
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5. Results and analysis 

The following chapter presents the results from the research that was conducted. The 

first part focuses on statistical data regarding beer export from Iceland and analysis of 

that data. The second part of this chapter focuses on the results and analysis of the 

interviews that were conducted with managers and representatives of Icelandic beer 

exporting companies to discuss their foreign operations. 

 

5.1 Beer export from Iceland 

The export of Icelandic beer has grown steadily since 2007 and in especially in the in 

the years from 2013. It is likely that the depreciation of the Icelandic currency after the 

economic crisis in 2008 plays some part of the expansion of this export. That is 

probably though only one of many reasons for this growth, the Icelandic currency has 

appreciated substantially in 2016 but the exports still grow in value.  As most Icelandic 

people know there has been a tourism boom in Iceland for the last years and it is 

possible that this increase has had some effects on the foreign demand for Icelandic 

beer. The value of Icelandic beer export from 2007-2016 can be seen in figure four. 

 

 
Figure 4: The value of beer export from Iceland (Hagstofa islands, n.d) 
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The quantity of beer exports from Iceland has grown very similar as the value of the 

export. The weight of beer exported from Iceland has gone from approximately 28 tons 

per year in 2007 to 2291 tons in 2016 which is around 82 times more quantity than in 

2007. As with the value of the export which is demonstrated in figure four the quantity 

of exported beer starts to rise rapidly in 2013. The quantity of beer exports in the years 

2007-2016 from Iceland can be seen in figure five.  

 

 
Figure 5: Weight of beer export from Iceland, (Hagstofa islands, n.d) 

 

Icelandic beer has been exported to many countries in the world but mostly to Western 

Europe and North America. The overwhelming quantity of beer exports go to the 

United States of America or 50 percent of the total exports. Britain is an important 

market also with 17 percent of total exports of beer. According to a report that 

Íslandsbanki published in 2016, the two countries Britain and the United States are also 

the nations that have visited Iceland most as tourists in the last years (Íslandsbanki, 

2016-b). It is possible that those nations are interested in Icelandic beer after visiting the 

country and that might play a part in the relative size of those markets in Icelandic beer 

export. Holland has six percent of total exports but those numbers might possible be 

misleading since the port of Rotterdam in Holland is an important harbour for Icelandic 
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products that enter Europe, but might later be transported to other nearby countries and 

sold there. Most of the countries that import Icelandic beer are close to Iceland 

geographically with the exception of Australia. The summary of Icelandic beer exports 

for the years 2007-2016 can be seen in figure six. 

 

 

 
Figure 6: Proportion of Icelandic beer exports 2007-2016, (Hagstofa islands, n.d) 

 

Icelandic beer has been exported to many countries but most of the export goes to few 

countries.  It can be seen that from 2012 the export has multiplied in value. The two 

most growing markets are Britain and the USA which is growing a lot in value. It is 

likely that the main reason for this sharp increase in exported beer to USA can mainly 

be explained with the operations of Einstök brewery which exports large volumes of 

beer to the United States. Figure seven shows the development of export to each country 

for the years 2007-2016. 
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Figure 7:  Development of export of Icelandic beer, (Hagstofa islands, n.d) 

 

 

5.2 Thematic analysis  

Based on the coding of the material from the interview the following themes were 

developed. Those themes represent the main discussions of the interviews that were 

conducted with the managers of the Icelandic brewery companies. The results of the 

interviews will be presented and in the end of each subchapter there will be a short 

discussion where the results are analysed and compared with the existing literature in 

this field where that comparison is relevant. 

 

 

 



44 
 

5.2.1 Motivation and reasons for exporting 

The companies have many motivations for exporting. The main reason for exporting is 

to increase sales by entering bigger markets than Iceland and for some companies the 

motives also include balance of business. Einstök Ölgerð focused on export along with 

servicing the local market also from the beginning of their operations and therefore it 

can be said that Einstök was born global. A company that is born global is a new 

venture that works on servicing a global niche from the beginning of its operation 

(Tanev, S., 2012). 

 

Guðjón from Einstök has the following to say about the motivations and reasons for 

export: 

 

Well yeah when we started this originally, the owners of the company came here and 

the third partner of the company which is not part of the owner’s team anymore, he 

originally had dreams of exporting water from Iceland. He came here and had already 

found out that Iceland had the most excellent water on earth [...]. He wanted to come 

here and export water and then it well developed into that a project of exporting beer 

from Iceland. The two partners that came with him saw much more opportunities in 

exporting beer. And well, just first and foremost because of the reason that there was 

not much craft beer market in Iceland at that time and that the water was excellent for 

brewing beer along with the good image of Iceland.  

 

Óli Rúnar from Ölgerðin answered the following when asked about the reasons and 

motivations for exporting beer from Iceland: 

 

Well, it’s naturally... a matter of balancing the business among other things, you know, 

we live of course in Iceland where we are depended on certain fluctuations in the 

exchange rate which we can to some degree balance with this. So as you know when the 

Krona appreciates this income will decrease but when it depreciates the income will 

increase. No one wants do make a deal with us in the Icelandic currency. 

 

And Óli Rúnar continued: 
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That is one good reason and besides that the beer markets can fluctuate in different 

directions also, there can be increasing beer sales in Canada while it’s decreasing in 

Iceland and so on. 

 

Berglind from Ölvisholt had the following to say about motivations and reasons for 

exporting beer: 

 

That’s naturally just to get access to bigger a market, that’s the only reason. Icelanders 

are, I don’t know I guess those who drink beer are around 120-150 thousand people 

and each one has one or two litres space in their stomach. 

 

Then she laughed a bit and added: 

 

The market is naturally just saturated in Iceland. The motivation for everyone that 

wants to export must be to presumably get access to bigger markets. 

 

Dagbjartur from Brugghús Steðja was asked the same question as the other managers: 

 

It’s primarily because I would say the regulations of the State Alcohol and Tobacco 

Company of Iceland (ÁTVR). We just need a better entry into that store and be better 

available there in the stores of the government. And while there are restrictions on our 

products that we manufacture and we need to get a certain contribution in a few shops 

to be able to enter ÁTVR where we are competing with affluent competitors. We don’t 

have a chance in that competition and then we have to seek for other markets. 

 

Most of the companies in this research started selling their products in local market and 

started to export later. That is less than stated in the research by Íslandsstofa (2015) 

where it was stated that 64 percent of companies in food industry were established with 

export in mind from the beginning. This research about export of Icelandic beer does 

did not ask the exact same question as the research of Íslandsstofa and therefore it is not 

possible to state anything after comparing those two researches but it seems from the 

interviews that were conducted that only one of the companies was established with 

export of beer in mind. It should be noted though that most of the respondents in the 

research by Íslandsstofa were companies in the fishing industry where export is the 
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overwhelming portion of the income of those companies. The research by Íslandsstofa 

also stated that 82 percent of those who export are doing it on regular basis and 18 

percent do it occasionally. It is probably similar with the companies in this research 

according to the interviews. 

The motivation Einstök brewery has seems to be mainly the interest of managers and 

owners of the company to export beer from Iceland since they see much opportunity in 

foreign markets that they want to take advantage of. It is not unlikely that the low 

exchange rate of the Icelandic currency which was favourable in regards to exporting 

products from Iceland in the early days of the company plays a part but that will not be 

stated here though since that was not discussed in any details during the interview. The 

manager of Einstök talked about that favourable trade agreements were also helping the 

company in terms of export. It can therefore be said that Einstök is mainly working in a 

proactive way as Alrashidi (2014) discussed in his article.  

It can be said that the main motivation for Steðji to export is that the company is having 

difficulties in its local market and the company is responding to the difficulties in a 

reactive way. Alrashidi (2014) discussed that companies that are having difficulties in 

the local market because of competition or saturated market react in a reactive way to 

changing business situation and they can view export as a way to improve the business 

of company.  

The main motivation for the export operations of Ölvisholt is the search for larger 

markets since the Icelandic market is small because of the small population of the 

country. This might be viewed as Ölvisholt is working in an internal proactive way to 

find new markets since the managers are interested in gaining access to bigger markets 

as Alrashidi (2014) discusses. It might also be viewed as the motivation for the 

company to export is the saturated local market and therefore the company is seeking 

new markets because of increased competition in the local market. That approach would 

align with the both internal and external reactive ways that Alrashidi also discusses in 

his article. The motives for Ölvisholt to export can therefore be seen as both proactive 

and reactive but it seems that the company is mainly working in a reactive way to deal 

with changing market situation in the local market because of increased competition 

along with following what other breweries are doing in terms of export. As Alrashidi 

discusses it, the companies that work in an external reactive way will often observe and 

follow what other companies are doing in terms of export. To sum up the main 

motivations for export it can be said that the companies are searching for other markets 
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partly because Iceland is a very small market and there are great opportunities abroad 

for quality products from Iceland. The Icelandic market is getting more saturated as 

many new breweries have started operating in the last years and that also drives the 

companies to search for other markets. 

5.2.2 Analysis and market research or gut feeling? 

Participants said that when choosing new foreign markets for their products the decision 

was based on a mix of both market analysis and gut feeling.  

 

Óli Rúnar from Ölgerðin said the following when asked if his decisions when choosing 

markets were based on analysis or gut feeling: 

 

Well I would say that to begin with that this was basically a reactive action, with the 

United States and Canada this was reactive... there were people that came to us and 

wanted to sell our products. But, then it changed, as we get more arrogant then we think 

we can do the things better. 

 

Then Óli Rúnar laughed a little bit and added:  

 

No, it’s of course you know with some experience then you realize of course that it’s not 

necessary always the best partner that calls you first. So it has been as you say, there 

has been some work in the market. Inspect the situation in the market and then make 

some list of those associates that your self are interested in working with in the market. 

Observe who are doing this and what power do they have in the market and what’s their 

focus and project status. And then I usually go to the markets and have meetings with 

them and so on and then this has been narrowed down to maybe three to five associates 

[...] but at the end of the day as every decision in business is a gut feeling. 

 

When asked about the importance of local knowledge of the market being exported into, 

Guðjón from Einstök answered: 

 

I think that people who work in this sector or any other sector in export often 

overestimate how much they can do sitting at their desk home in Iceland. Not knowing 

the market and just looking at the numbers, the cultural and technological factors are 
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very important. Our company made a good analysis in the beginning, the brand and the 

products were designed from the beginning to fit the target market. It was not like it 

often happens here in Iceland that you have a product that is doing well on the home 

market and then you decide to export that product to other countries without little or no 

changes. This sometimes works well but you often have to make adjustment to the 

product and especially the brand so it can harmonize with its target group.  

 

According to the interviews it seems that the smaller companies are doing less market 

analysis than the bigger ones. The overseas demand for the beer seems to be much and 

the companies in most cases don’t need to put work into mapping the markets. The 

companies are contacted by foreign representatives of distribution companies or 

wholesalers. As Óli Rúnar said it’s not necessarily the best partner that calls you first so 

a market analysis where the companies find those partners who they think are qualified 

and then contact them in a proactive way might be a solution which might resolve in a 

better outcome for the companies. It is important to study the market well and meet with 

people face to face to evaluate those partners. Most of the companies are small though 

and might not have the manpower to work on that kind of analysis and travelling. It is 

also important as Guðjón said to adjust the products to fit the foreign market if needed 

and managers need to consider that possibility. Musso, F., & Francioni, B. (2014) 

discussed in their research that 75 percents of small companies do not follow a 

systematic approach when selecting a strategy for international markets and that the 

main reason for that is that they don’t have the resources or expertise in the field to do 

analysis of new markets. They also discussed that the larger companies are more likely 

to follow a systematic approach. The same situation seems to be the case with the 

Icelandic breweries, the larger companies with more expertise and resources are rather 

following a systematic approach in market research than the smaller ones. If the 

companies would form an organization that would work on export related matters the 

organization could do this work for the benefit of all members. As Óli Rúnar said the 

final decision of working with a new partner or entering new markets is always a gut 

feeling but market analysis should help the companies to limit the risks. 
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5.2.3 Entry modes, set up of export and development of markets 

Most participants answered that the layout of the export is similar in every country that 

they export into. The Icelandic company sells its beer to an import company, a 

distribution company or a wholesaler that handles sales, marketing and distribution in 

each country.  

 

Berglind from Ölvisholt was asked about the export process of her company, does she 

sell her products to shops or bars or how is the process. Berglind answered: 

 

Well, it goes to the bars and the shops at the end but for our part we are only selling to 

a distribution company. Only the bigger distribution companies which then take the 

beer and sell it onwards. We have a similar process in every country, we sell our 

products to a distribution company which handles all sales and marketing. 

 

Dagbjartur from Steðji was asked the same question as Berglind, he answered the 

following. 

 

In Austria it goes to a so called beer store, they have a chain. This chain also sells the 

beer onwards and last time I knew we were sold in three restaurants in the city Linz. In 

Britain we have a wholesaler which sells the beer both to bars and shops. That’s a 

relatively new company that has been establishing itself over there and increasing their 

operations. 

 

Guðjón from Einstök was also asked about this and he answered the question more in 

details 

 

Well, our arrangements for this are that we choose a distribution partner for every 

country which handles the sales and marketing for us. So we are not handling this task 

ourselves in any way towards the bars or restaurants or the shops. But we rather trust 

our partners and one of the most important things that we do is to naturally develop our 

beer and the brand and choose those distribution partners wisely. And naturally work 

with them, we review their plans with them and share with them what is going well and 

you know the material that we have and like oversee all of this. 
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This kind of entry mode that the companies use to enter foreign markets is export and it 

would be best to further describe it as indirect export. This entry mode shares many 

attributes with indirect export which was discussed in the literature review in chapter 

three. The beer breweries use wholesalers or distribution companies that act as 

intermediaries to handle distribution, sales and marketing in the foreign markets. As 

stated in the literature review in the article by Hessels, J., & Terjesen, S. (2010) this 

method of indirect exporting is well suitable for small and medium sized enterprises. 

The Icelandic breweries would all count as small enterprises on global scale, so 

according to the literature this entry mode into foreign market is a suitable path for 

those companies into those markets. Indirect export has some drawbacks though, the 

costs of exporting are higher since the middleman charges for his services and the 

exporting company does not have control over operations in the foreign markets. It is 

important that trust is between the exporting company and the intermediary since the 

exporting company is letting the intermediary handle all their foreign operations. 

 

5.2.4 Challenges with export 

Icelandic beer breweries face many challenges when exporting from Iceland. The most 

mentioned challenge that was mentioned by every participant in the research is the cost 

of logistics. The cost is high and it eats away a considerable part of the contribution 

margin of the products. It was mentioned that the frequency of trips by the shipping 

companies was not high enough although it was added that the situation had been 

improving in the last years, especially because of higher frequency of coastal sailings 

around Iceland. Legal factors are also important for the breweries, the laws are different 

between countries and in some countries the laws on alcohol are being toughened to 

limit access which would likely lead to decrease in sales of beer. 

   

Óli Rúnar from Ölgerðin Egill Skallagrímsson had the following to say when asked 

about the challenges of exporting beer from Iceland 

 

Well, it’s defiantly the price of logistics of products from Iceland to other countries, I 

would say that it´s our biggest challenge. It eats, the transportation eats up of course a 

part of the margin that... other breweries in other parts of the world at least in our 

surrounding markets don’t have to pay for that. 
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Selecting the appropriate distribution partner is a very important and considered a little 

bit challenging for Guðjón from Einstök.  He also said that regulations in the beer 

market are a challenge for the companies and for example in the United States of 

America the regulations are often different between states. 

 

And then naturally one of the challenges although the owners are American and well, 

the headquarters are in LA. Then it’s just, the amount of regulations for example in 

America has also been troubling for us. But fortunately we have managed to deal with 

that quite well and that’s because we have local knowledge in the market. And then 

naturally we are selling alcohol and every country has its own rules.  

 

Guðjón added that the company will soon have the luxury problem of not having 

enough production capacity to serve the market but that’s a good challenge to have. 

When asked if there were any challenges regarding the international skills of employers 

and their knowledge of export and foreign markets Guðjón said that he thinks they are 

qualified but could always add to their knowledge. When there is not enough 

knowledge in some aspects, his company seeks professional advice from foreign 

companies that specialize in the alcohol market. 

 

Berglind from Ölvisholt said that transportation costs were the biggest challenge for her 

company and she also added that there is a growing supply in terms of craft beer and 

that competition is growing in the market. 

 

And also then naturally as I was talking about that craft breweries are rising all over 

the world. So there is just enormous supply in this sector that we are in. 

 

Dagbjartur from Steðji agrees with the other managers that transportation costs are very 

high especially with small shipments and he also adds that some customers have special 

requests with regards to labelling. He said the following about the promotions of 

Steðji’s products in foreign markets. 

 

We haven’t been out in foreign markets to promote, so it is like this. We are such a 

small company and we are not maintaining and manpower for that kind of thing. 
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It is possible that the reason for this challenge for Steðji is that Steðji is a small 

company with few employers and its employers are not experienced in export. 

 

It is not very surprising that the managers of beer breweries mention transportation costs 

as their main challenge. The researches of Íslandsstofa (2015) and Áslaug Þorbjörg 

Guðmundsdóttir (2014) share the same results, that logistics costs are challenging and 

perhaps the main challenge of Icelandic companies when it comes to export.  

The shipping costs of a product are primarily determined by the weight of the product 

and its value (Dettmer, B., Freytag, A., & Draper, P., 2014). The value to weight ratio is 

rather low in beer and therefore the transportation costs of beer as a portion of the 

selling price will always be high compared to many other products. When the value to 

weight ratio is low there can be pressure for companies to produce the product closer to 

the markets. The managers of the Icelandic breweries discussed in the interviews that 

the image of Iceland is very important to the customers which will be further discussed 

later in this results chapter. They also said that the quality of the Icelandic water is high 

and well suitable for beer brewing in Iceland. Therefore it would probably not be good 

for the companies to produce the beer closer to the foreign markets since the companies 

would possible loose the good image that the consumers have of them if they move their 

operations abroad. It is likely that the high transportation costs will continue to be a 

challenge for the companies but there are ways to limit the costs. The breweries are 

mostly exporting craft beer as stated earlier and that’s good in terms of value to weight 

ratio since the craft beer is normally sold for a higher price per litre than other beer and 

transportation costs per litre are less portion of the selling price. 

The growing competition challenge that Berglind from Ölvisholt claims to have aligns 

with the status of the beer market which is discussed in chapter two where it is stated 

that the craft trend is growing in Western Europe and also that the craft market in the 

United States is maturing which might be a warning sign because of increasing number 

of craft breweries in operation.  

5.2.5 Fluctuations in the exchange rate of the Icelandic currency 

Participants say that the fluctuations in the exchange rate of the Icelandic Krona are 

unfortunate because it is difficult to plan business operations for the future. They said 

that the recent appreciation of the Krona is not having much impact on their companies 
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though. The companies are earning less for exported products and have in some cases 

slightly increased the selling price of their products. The price of imported goods for the 

business such as bottles and ingredients to brew the beer has at the same time decreased 

which counteracts for the decreasing earnings from export. One of the main difficulties 

for the breweries is that wages in Iceland have increased greatly, that might have bad 

influence on business operations of Icelandic breweries. The fluctuation of the currency 

is defiantly a challenge for the breweries although the participants did not mention it as 

one of their main challenges. Perhaps the fluctuations are not as challenging for the 

breweries as other exporting companies since considerable part of the ingredients and 

packages for the beer is imported. 

 

Dagbjartur from Steðji was asked if the appreciation of the Icelandic currency was 

having effect on the export operations of his company, he answered: 

 

This is naturally well pretty bad to have these fluctuations that naturally speak for itself. 

But this is connected to some part, we naturally purchase certain ingredients, bottles 

and barley from abroad and the cost of these products decreases at the same time.  

 

And Dagbjartur continued: 

But naturally the fixed costs here in Iceland is rather costly, labour costs and other such 

things which naturally is maybe bad to put a price on but we naturally have to price our 

products moderately to be able to export. So it’s naturally not good that the currency is 

appreciating but this is just something that we have to live with. 

 

Óli Rúnar from Ölgerðin was asked the same question 

Well, we naturally try to be rational and think long term, and we are not taking any 

decisive decisions yet except maybe yes we will probably not start any new business 

which is at threshold of pain when it comes to margin. But it can be said as you know 

with that business that we already have, we will naturally wait this out and we believe 

that Krona will go down, and up, and down again. As I talked about earlier I think this 

will balance itself at the end of the day, somehow. But there is no question about it, that 

this situation is decreasing the value of the export and is therefore immediately 

restrictive. 
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The fluctuations of the Icelandic Krona are having affects on the breweries and that 

aligns with the findings of Áslaug Þorbjörg Guðmundsdóttir (2014) and the findings of 

Íslandsstofa (2015) where challenges and barriers with export were researched and 

discussed. The fluctuations of the Icelandic currency have negative effects on 

companies mainly because it brings instability and uncertainties. 

It seems though that the fluctuations of the Icelandic currency are having less affects on 

the export operations of the Icelandic breweries than the researcher had thought. This 

challenge is not as big for the breweries as it is for example for the Icelandic fishing 

industry but the current exchange rate of the Icelandic currency is still having negative 

impact on further expansion plans for some breweries. 

 

5.2.6 Political instability and uncertainties with markets  

There is a political instability to some extent in the two largest foreign markets of 

Icelandic beer which might be challenging for the breweries if worst case scenario 

would occur. It is interesting to discuss those matters with the managers since the 

United States of America and Britain are the two most important export markets for the 

Icelandic breweries. The current authorities in Britain are going to leave the European 

Union which brings uncertainties for trade agreements that Britain has with other 

countries including Iceland. The unpredictable Donald Trump was elected president in 

the United States in 2016 and he has threatened to put import barriers on foreign 

products which also brings uncertainties.  Figure six shows that 50% of exported beer 

from Iceland enters the United States and 17% enters Britain. 

 

Guðjón from Einstök had the following to say about the situation: 

 

It might have great influence on beer export from Iceland, we don’t know where this is 

going but Trump has for example threatened to put import barriers on foreign products 

and that is of course a concern for us, especially if our prices would be higher because 

of those tolls. But there is not much we can do about this except maybe some kind of 

lobbyism towards the government, then more towards the Icelandic government than 

the authorities of the United States.   

 

Dagbjartur from Steðji had this to say: 
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I don’t think that there will be any long term changes but in, well I can feel this a little 

bit after Brexit. The sales decreased a little bit in those places that we had in Britain. 

Just soon after and especially after the depreciation of the pound. But the pound will 

probably appreciate again and then I think that this will balance again.  

 

According to the respondents of this research those events bring uncertainty and there 

seem to be some minor affects already because of the depreciation of the pound as seen 

from the answers by Dagbjartur.  There is though not much that the brewing companies 

can do about this situation. The respondents hope that this situation will resolve soon 

and to reduce the uncertainty. The respondents are though not too worried about this 

and they have not made any plans to handle the situation and wait and hope that this 

will have a positive outcome for them. 

 

5.2.7 The effects of the image of Iceland and tourism on foreign sales 

Participants said that many tourists come to Iceland and get to know the beer and when 

they are back to their home countries they often send an e-mail to ask the brewery 

company if they can buy the beer in their home country. Sometimes it’s the other way 

around; the foreign customer buys Icelandic beer in their home country and then decides 

to travel to Iceland after the beer had raised interest in its country of origin. Either way, 

the participants agree that the increase in tourism and the positive image that Iceland has 

in other countries increases the foreign demand for their products.  

 

Guðjón from Einstök speaks about the how his company use the image of Iceland in 

their work: 

 

We use the image of Iceland a lot in our marketing, our Instagram account mostly 

consists of landscape photos of Iceland and around one third of the photos contain beer. 

The beer is usually displayed in the Icelandic landscape in those photos. We sell Iceland 

and Iceland sells us, this is very important for us [...] Iceland is the core in what we are 

and though the ownership is American we are an Icelandic company and we will be [...] 

all of our products are named Iceland something and our logo you know. We build our 

universe around the Viking world. 
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The following came to Guðjón’s mind when he was asked if there were any other 

external factors than the fluctuation of the Icelandic currency and the political changes 

in the two largest export markets of Icelandic beer and what he said is closely related to 

the importance of a positive image of Iceland and how fragile that image can be: 

 

The image of Iceland is very important since we are closely related to it. If the image 

would be badly damaged it would be bad. Things like whale hunting have influence on 

the image of Iceland but fortunately only in small quantities. Another good example is 

the proposal of the city council of Reykjavík regarding the avoidance of purchasing 

Israeli products that are produced in the occupied zones of Palestine which was later 

withdrawn. This had effects on us and one retail chain stopped selling our products 

because of that. The ministry of foreign affairs later helped us to get back into that 

retail chain but this shows us that we are sensitive towards those things that damage the 

image of Iceland.  

 

Berglind said the following when asked about the effects of the image of Iceland and 

increasing tourism or foreign demand for Icelandic beer: 

 

Defiantly, great influence. I’m sort of entirely convinced that it’s like with anything else 

that’s Icelandic today, that it’s no question about it that the beer is also popular. And 

I’m not quite sure but I heard from those that have done some research in this, well with 

the image of Iceland that remarkably many respondents mention beer when asked about 

the first thing that comes to their minds when they think about Iceland.   

 

Dagbjartur had the following to say when he was asked the same question as Berglind: 

 

Well let’s start with the image, the image that foreigners have of Iceland is very good 

and I would say that the water contributes most to that. The Icelandic water is 

extremely well marketed [...] as an absolute quality product which naturally helps us, it 

has helped us rather much and we use that in our marketing, the purity of the water [...] 

that’s our uniqueness here in Iceland. 
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The Icelandic breweries seem to be profiting from the positive image that Iceland has in 

the minds of foreign consumers. The Icelandic water has a strong image of purity and 

quality and since beer is mostly made out of water it helps the Icelandic breweries to 

sell their products to foreign markets. Barisan et al (2015) discussed that local country 

features affect the perception of consumers towards products that have regional features. 

The Icelandic country features such as quality water and the Viking sagas for example 

help the Icelandic breweries to conquer new markets and some of the companies label 

their products with Vikings. The report made by Íslandsstofa (2015) discussed that it is 

very important to connect between the products from Icelandic manufactures and 

Iceland and tell a story behind the country of origin of the product. The Icelandic beer 

manufactures seem to be doing that to some extent, they emphasise on the nature of the 

country and the Viking sagas which are a part of Icelandic history. The participants of 

the research by Íslandsstofa said that the image of Iceland is good on foreign markets, 

which aligns with the answers of the respondents in this research. 

 

5.2.8 The strengths and weaknesses of Icelandic breweries regarding 

export. 

 

This subchapter will discuss what the managers consider being the strengths and 

weaknesses of the Icelandic beer production in terms of exporting the products. 

 

Strengths 

The image of Iceland is strong in the opinions of the managers and a very important 

factor in the strengths of the Icelandic beer production. The quality of the production 

along with quality and purity of the Icelandic water are also factors of strength. 

 

Berglind from Ölvisholt had the following to say about the strengths of Icelandic beer: 

 

I guess it’s like most people would say, in any sector that Iceland is, it’s hot today. And 

it’s trendy and then it’s also this, this image that we want to hold on about purity and 

things like that [...] the purity and the water and all that. 

 

Dagbjartur from Steðji had similar opinions towards the strengths: 
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It’s defiantly the water [...] and naturally this pure image that we have. And as we were 

talking about now, we are naturally popular and if we can use those trends in further 

business then that’s naturally an advantage and we have the winds in our sails now. 

 

 

Weaknesses 

The weaknesses of Icelandic beer production are mainly the same as the managers 

mentioned as challenges in the beginning of this chapter. The managers think high 

transportation costs are a weakness that gives other breweries on the mainland 

competitive advantage over the Icelandic companies. The fluctuations of the Icelandic 

currency along with high costs of labour in Iceland were also mentioned. 

 

Guðjón from Einstök had the following to say about the weaknesses: 

 

It’s naturally the cost structure well you know, these are naturally small companies [...] 

We have to import both bottles and cans and that’s extremely costly when it’s not being 

produced domestically. [...] the transportation is certainly expensive in this country and 

it’s naturally just the small size of the market that does that and maybe the 

uneconomical transportation system, there is a lot of small ships sailing from here [...] 

the location of the country regarding transportation is naturally both a strength and a 

weakness you know. We enjoy being in the middle between America and Europe but you 

know it’s somehow a far way to every market. 

 

Dagbjartur from Steðji took a different approach in his answer to the question, he said 

that Icelanders need to be careful in the brewing and don’t be hasty as they tend to in 

other things that they do and take their time to brew the beer to keep the quality good. 

 

Well, maybe that we are not careful enough [...] we Icelanders tend to rush too much. 

So it’s maybe about being loyal to the product and maybe just yes, don’t rush too much. 

 

According to the participants the main strengths of Icelandic beer production in terms of 

export are the high quality Icelandic water and the positive image of Iceland. The 

weaknesses in the minds of the managers are mainly the same as they mentioned as 
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challenges like transportation costs. It was also added that the Icelandic breweries are 

small and the cost structure is unfavourable. As Dagbjartur said Icelanders tend to rush 

too much and he might be right. It often seems to characterize Icelanders that they rush 

too much in a search for short time profits 

 

5.2.9 Proactive or reactive motivations 

When the transcripts were coded the researcher noticed that the beer exporting 

companies either work in a proactive way or a reactive way when creating new markets. 

The following subchapter will discuss how the companies are working either in a 

proactive or a reactive way or a mixture of both ways. 

 

Most of the companies in this research were contacted by a foreign associate that 

wanted to import and sell their product and in most cases the companies decided to 

work with that associate which would mean that they acted in a reactive way. Some of 

the companies however worked in a proactive way to find markets although they were 

also contacted by foreign associates. According to the participants in the research there 

is a considerable demand for Icelandic beer in foreign markets and many distribution 

companies have contacted their companies with import in mind.  

The motives for export in the case of Steðji as an example seem to be reactive, 

according to the interview with Dagbjartur from Steðji the main reasons for the export 

is that the company is having difficulties in the domestic market in selling its products. 

The company was contacted by a distribution company that wanted to sell its product in 

foreign markets and Dagbjartur said that other Icelandic breweries like Einstök and 

Ölgerðin are clearing the way and opening markets which help his company to follow in 

the steps of the other breweries. This method of exporting aligns with the research of 

Alrashidi (2014) and shares many aspects with internal and external reactive mode of 

exporting like difficulties with local competition and the observation and following of 

the export operations of other similar companies. 

Einstök on the other way seems to be primarily working in a proactive way. The 

company focused on export from the beginning and puts much effort into selecting the 

appropriate distribution partner in each foreign country. The motivation for export in the 

case of Einstök mainly seems to be in an internal proactive mode. The owners of the 

company are American and their interest in exporting seems to be the main motivation 
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of export for the company. The owner’s knowledge of foreign markets, especially the 

United States market gives them a competitive advantage over the other Icelandic 

breweries in those markets. This shows that foreign ownership can be good for an 

exporting company since that ownership gives competitive advantage in the foreign 

markets that the owners know. The foreign owners might also bring new ideas to the 

production and overall management of a company. At the same time this layout could 

have disadvantages, the profits are likely to move out of the country of production and 

the foreign owners will not have as much knowledge of the local market as local 

competitors do. 

 

5.2.10 Reasons for not exporting to other markets 

One of the participants in this research is not an exporter of beer. The researcher 

decided to interview a company that is not doing any export to try to find out the 

reasons for it. Agnes Anna from Bruggsmiðjan Kaldi which has been very successful in 

the Icelandic market was asked why her company does not export beer from Iceland and 

she said the following: 

 

It’s primarily because we don’t have the production capacity, our production capacity 

has not allowed it. 

 

Then she was asked if her company was not interested in export 

 

It’s just primarily our production capacity this has not been considered in details 

because we don’t, we don’t have the beer to do that. We have barely looked at it. 

 

Agnes said when asked about the future plans of her company in terms of export that 

her company is not foreseeing any export in the future but she sees a bright future in the 

domestic market in regards to tourism. Kaldi is establishing a tourism service where 

tourists can bath in tubs filled with beer from the company. This service could be 

considered as an export as the majority of customers are likely to be foreigners. 

 

According to the interviews in this research, Kaldi has a strong position in the Icelandic 

market and the company has been contacted by foreign associates who are interested in 
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importing the beer from Kaldi like the other breweries, the managers of the Kaldi 

brewery however have not been interested in that.  It seems that the main reason why 

Bruggsmiðjan Kaldi is not exporting is because there is plentiful demand in the 

domestic market and the production capacity of the company is fully utilized. That 

would harmonize with the research of Putnins, T. J. (2013) which stated that 26 percent 

of the Latvian companies that don’t export because there is plentiful demand in the 

home market. 

 

5.2.11 Collaboration and competition of Icelandic breweries 

The representatives of the beer breweries were asked if they feel like the Icelandic 

breweries are competing on foreign markets or cooperating. The respondents said that 

they didn’t look at it like the Icelandic beer breweries were competing in foreign 

markets. The breweries are more into helping each other but there is no formal 

cooperation between the breweries in place. The respondents said that it would be better 

for the whole if the companies worked better together on foreign markets.  

 

Guðjón from Einstök had this to say about the collaboration of the Icelandic breweries: 

 

It’s very little, we work together a little bit I feel like and there is a will to do that but 

people are competing in the same markets. I don’t look at this as a competition, I feel 

like it’s an advantage to have more Icelandic brands in the shelves. That brings that we 

suddenly have an Icelandic sector in you know the larger stores. I have for example 

been in stores in America where I know that our beer was for sale in a certain store and 

I had to walk some of the hallways twice because I could not find our beer there [...] I 

met the other day representatives that came here from Maine state in the United States 

that represented “Maine Brewers Guild” which is an organization of beer producers in 

Maine and they have 86 breweries as members. They came to Iceland with some ideas 

[...] and you know, they could only talk to individuals here because there aren’t any 

organizations for beer producers here. 

 

As Guðjón said there is little collaboration among the Icelandic breweries on foreign 

markets. It should be good for the Icelandic breweries to be in the same stores because 

then the consumer will rather notice those products, especially if there is an Icelandic 
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sector in the store. The Icelandic companies should establish an organization which can 

represent the Icelandic brewery industry in foreign markets as the organization from 

Maine does. It could also be possible to work with other Nordic countries in those 

matters. 

 

Berglind said the following when she was asked if the Icelandic breweries were 

competing in foreign markets or if it was a “win win” for both parties to be sold in the 

same places: 

 

We look at it much rather as a win win for both of both parties, we don’t look at those 

Icelandic brands as our competitors out there. As I say, I think it just helps when one 

Icelandic brewery starts to export and then it draws attention to other breweries. So I 

just look at it as strength. 

 

Dagbjartur said the following about the collaboration and competition between the 

Icelandic breweries: 

 

I would not really say that we are competing with the Icelandic companies, as you were 

talking about earlier that Einstök has 80% of the market and Ölgerðin has been coming 

in strong and we just celebrate that. It opens the markets for us rather than something 

else and we do the same for them so I think that this helps each other. 

 

As Dagbjartur said he celebrates that the bigger breweries are opening up new markets 

which makes it easier for his company to follow in their footsteps. This is a similar 

situation as Alrashidi (2014) discusses in his article. The companies who work in an 

external reactive way often observe and follow what other similar companies are doing 

in terms of export.  

Most of the respondents said that increased cooperation would be a good thing and as 

Guðjón said in his answer it is unfortunate that the American organization of beer 

breweries from Maine could not talk to an Icelandic organization because it does not 

exist. 
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5.2.12 The future of beer export from Iceland 

Participants look optimistic towards the future of beer export. There are opportunities in 

the established and unexplored markets in their opinion. One participant mentioned that 

his company would do this carefully and without taking risks and another participant 

said that her company would explore better the opportunities abroad in a strategic way. 

 

Dagbjartur from Steðji who has had difficulties with entering the national state alcohol 

and tobacco company of Iceland as stated earlier in this chapter said the following about 

the future plans of his company in terms of export  

 

If we keep having difficulties with entering the Icelandic alcohol store then we will 

advance more into foreign markets than we would if we did not have that problem, the 

business in the foreign markets is better in many ways. But we naturally will always be 

here in the local region and on those restaurants that are ready to have us. 

 

Then Dagbjartur was asked if he would rather only want to be on the local market but 

was exporting his product because of necessity so he could keep his business running. 

Dagbjartur answered the following: 

 

It’s kind of like that yes. I would gladly want to have it like that but the case is that I’m 

trying to run a company and staff and other such things and then you need to have 

certain revenue. And then you naturally have to promote your product and keep it 

available for sale and while our product is not available in the (in the Icelandic market) 

then we naturally have to search for other markets [...] this is a somewhat of a self 

preservation.  

 

Guðjón from Einstök had the following to say when asked about if his company would 

emphasize more on export to foreign markets and the making of new markets: 

 

Defiantly, I mean our future and we are exploring it now [...] Then we could expand 

more in our markets and we  have plans to complete distribution in Europe, especially 

in southern Europe which we have not finished yet. And you know, opportunities in 

Australia, New Zealand and those places and naturally the Asian market which is big 
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and it’s guaranteed that export will or we plan to increase our export. So we see lots of 

opportunities in further exports. 

 

Óli Rúnar from Ölgerðin answered the same question in the following way: 

 

Yes, I look at this as we are in the absolute beginning stages in this. And we think of 

this, that we are doing this without risk. You know, we are doing this in a way where we 

don’t start any new business without making money from the beginning. You 

understand, we are not taking any chances yet and we just plan to study the market and 

do this carefully. So I just see this as the beginning and we expect that this will be a 

growing portion of the margin of Ölgerðin in the upcoming years.  

 

The Icelandic breweries are looking optimistic to the future and they plan to increase 

their exports and enter new markets. As Óli Rúnar said the company is in the beginning 

stages of exporting and the situation is the same with other breweries with the exception 

of Einstök which has move further forward than the other companies but is still in the 

early stages of acquiring new markets. Asia has almost not been explored at all and 

Einstök is planning export to that growing market.  Consumers in the main markets of 

Icelandic beer in foreign countries are looking more towards premium beer according to 

Euromonitor which is a good sign for the Icelandic breweries  
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6. Discussion 

In the following chapter of this thesis the results of the research will be discussed and 

compared with previous studies and theories in the field. The research questions of this 

research will also be answered in this discussion.  

 

6.1 Summary of results 

In the first chapter of the research one main research question and four additional 

research questions that support the main research question were presented: 

 

• How are Icelandic beer breweries creating new foreign markets? 

 

a) How has the development of beer exports from Iceland been in the last 10 

years? 

b) What types of entry modes do Icelandic beer brewery companies use to enter 

foreign markets? 

c) What are the challenges that beer brewery companies face when entering 

foreign markets? 

d) Are Icelandic beer breweries proactive or reactive when creating new markets? 

 

To try to answer these questions the researcher analyzed statistical data regarding beer 

export to locate the existing markets for Icelandic beer and the development of the 

export in a ten years period lasting from the beginning of 2007 to the end of 2016. The 

main part of the research was however to conduct qualitative interviews with managers 

of beer breweries in Iceland where they were asked to discuss the export operations of 

their companies. Their answers were compared with existing literature related to the 

matter where it was appropriate. In the following paragraphs the research questions will 

be discussed and answered. The supporting research questions will be answered first to 

build up the necessary foundations to answer the main research question which will be 

answered at the end of the chapter. 
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How has the development of beer exports from Iceland been in the last 10 years? 

 

There has been a tremendous increase in beer exports from Iceland in the last ten years 

as seen in figure five. The volume of exported beer is around 82 times more in 2016 

than in 2007. Hill C. W. L. (2013) discussed that exporting is getting easier and easier 

with new technologies and free trade agreements. He also discussed that the cost of 

exporting is decreasing and that small companies are often thriving at exporting. That 

seems to be the case with the Icelandic companies as well, most of the breweries are 

small companies with little expertise in export but they are still thriving exporters. 

According to the interviews a considerable part of the beer production of the Icelandic 

breweries is exported. The world economy is getting more and more globalized and 

export seems to be fairly easy for the Icelandic companies. Hill also discussed that the 

most global markets are not markets with consumer products, because tastes and 

preferences differ between countries. He is probably correct since products such as food 

and drink are often very different between countries but there are examples of consumer 

products that become globalized. Coca Cola and McDonalds are consumer products that 

are spread around the whole world and Heineken beer is also sold globally. Those 

examples show that there is a possibility for consumer products to be sold globally and 

the Icelandic products have the opportunity to step in the footsteps of those giant brands 

although it is perhaps not very reasonable to predict that. 

The most important markets for Icelandic beer today are Western Europe and North 

America with the United States as the biggest market by far and Britain as the second 

biggest market. The other main markets are all countries that are geographically close to 

Iceland with the exception of Australia. Those markets including the two main markets 

could all be considered high income countries and that is probably one of the reasons 

why the Icelandic breweries decided to export to those countries since the beer that the 

Icelandic breweries are selling is a premium product. Iceland also has fairly favourable 

trade agreements with the European Union and the United States as which clears the 

way for exporting of Icelandic products. Those markets are all western countries and 

those countries are all likely to share in many cases preferences towards products since 

they share similar cultures. It is perhaps not surprising that the volume of exported beer 

has multiplied since the export was very little in the beginning of the period. It can be 

seen from the exported value of beer in figure four that the market was very small in the 

beginning of the period and that there is not a long experience in this market for the 
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Icelandic breweries. The researcher did not research export of beer before the year 2007 

but it is likely that the exports were much less in the years prior to 2007. Most exporters 

are taking their first steps in export in this period and most of the companies in this 

research started operating in our around the research period.  Einstök has been the main 

exporter among Icelandic breweries and the company has made good process in the 

United States. It is likely that the export volume will balance in the upcoming years and 

that the growth will not increase as much in percentages as it has done in the period that 

was researched. 

 

What types of entry modes do Icelandic beer brewery companies use to enter foreign 

markets? 

 

The Icelandic breweries use export as an entry mode to foreign markets. There are many 

ways to choose from when entering foreign markets as Agarwal and Ramaswami (1992) 

discussed. Those ways differ in investment, risk and level of control over operations. 

The export entry mode has low investment and low risk compared to other methods that 

they discussed. They also discussed that the exporting entry mode has operational 

control but little control in marketing. The Icelandic breweries don’t share operational 

control by using export as a way to enter foreign markets as the Icelandic company has 

full control over production and management of the company. The companies that use 

export have less control over sales and marketing in the foreign market though and 

therefore it is very important to choose the foreign partners that handle with export well. 

It is likely that the Icelandic breweries choose export as their entry mode because the 

investment is low and the risk is low. Most of the Icelandic companies are small and 

have little resources and limited experience in export. The volume of exported beer is 

low and the image of Iceland is important as discussed earlier and therefore it is not 

more suitable to use other entry modes than export to enter foreign markets. The export 

of the Icelandic breweries can further be interpreted as indirect export. The breweries 

are using foreign export intermediaries to sell their products on foreign markets. The 

intermediaries handle sales marketing and bring their knowledge of local market to the 

table. As Hessels & Terjesen (2010) discussed using an export intermediary is helpful 

for small and medium sized enterprises since those companies lack the knowledge of 

foreign markets and the resources to study them. It is an understandable decision by the 

Icelandic breweries to use an export intermediary to enter foreign markets since most of 
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the companies are young and small and they don’t have the resources to put much effort 

into studying new markets. Hessels & Terjesen also discussed that there are some 

drawbacks to this method of using intermediaries. The intermediaries add to the cost of 

exporting and the exporter loses control in the overseas market. As it stands the solution 

of using this method in export is probably the best way for the Icelandic breweries as 

things are today. Most of the breweries are too small to handle the export operations by 

themselves in an efficient way. The Icelandic breweries could consider working 

together on mapping new markets and eliminate the middle man and therefore possible 

increasing the margin of each sold beer in foreign country. That would be riskier though 

than using an intermediary and it is not certain that doing that would resolve in a better 

outcome for the breweries. The intermediary has local knowledge in the markets and is 

likely to bring an acceptable outcome for his partners. 

 

What are the challenges that beer brewery companies face when entering foreign 

markets? 

 

The main challenge of Icelandic beer breweries is the cost of transporting the products 

to foreign markets. The transportation cost eats away a part of the margin and weakens 

the competitiveness of the Icelandic breweries against their foreign competitors. It is 

clear by the answers of the participants that this is a major challenge to the companies. 

The same challenge is mentioned in researches that have studied the export operations 

of Icelandic companies. Both Áslaug Þorbjörg Guðmundsdóttir (2014) and Íslandsstofa 

(2015) share the same factor that transportation costs are challenging for Icelandic 

exporters. Iceland is an island and the country is not close to its markets and therefore 

transportation costs will always be higher for the Icelandic companies than most of their 

foreign competitors. 

The fluctuation of the currency is also a challenge since it’s difficult for the companies 

to plan their future operations because of this uncertainty. The recent appreciation of the 

currency is not a big problem for the breweries since a considerable amount of 

ingredients and packaging for the beer is imported. Increasing competition on foreign 

markets with the growing number of craft breweries is also a challenge. Some of the 

challenges mentioned by the participants align with the study by Loo Mark (2015). He 

discussed that growing competition and government regulations were challenging 

factors for exporting companies among other things. The same challenges were 
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mentioned by some of the participants in this research. The participants in this research 

did not mention many challenges and perhaps one of the reasons for that is that all of 

them are using some kind of intermediary in their export and therefore the Icelandic 

breweries do not face all the challenges but it is possible that the intermediary faces 

them instead. Most of the challenges that the participants mentioned in this research are 

not surprising and they align with previous Icelandic studies.  

 

Are Icelandic beer breweries proactive or reactive when creating new markets? 

 

The Icelandic breweries are mostly reactive in their approach to foreign operations but 

there are also examples of proactive approaches. The companies that work proactive 

seem to be doing better on foreign markets. A possible reason for that is that according 

to the interviews it’s the larger companies who have more resources that are working 

more in a proactive way. More resources and better qualified and specialized employers 

of Einstök and Ölgerðin might be the reason that those companies are working more 

proactively. The local knowledge that the owners of Einstök have enables them to work 

proactively in the American beer market where the company is doing well. It is likely 

that the local knowledge plays the main part of the success of Einstök in the American 

market. As Guðjón from Einstök mentioned in his interview, people often overestimate 

what can be done from the desk in Iceland, more needs to be done. The smaller 

companies of Ölvisholt and Steðji are working more in a reactive mode, the companies 

often receive inquiries about their beer and they often export some beer because of that. 

The current owners of Ölvisholt have only owned the company for around one year and 

they are mainly working on the infrastructure of the company and they have not yet 

started analyzing the market so they can work more proactively which according to the 

interview with Berglind is the future plan. Steðji is mainly reactive in its approach to 

export, the company is family owned and it’s the smallest among the companies in this 

research. The company has few employers and not much resource to work on export. As 

stated earlier in this research the company is having some problems in the Icelandic 

market and that’s the main reason why the company started to export. Steðji gains from 

the export operations of the other breweries which make it easier for Steðji to follow in 

their footsteps. Alrashidi (2014) discussed that motives for export are either proactive or 

reactive. The interviews gave the researcher the feeling that most of the breweries want 

to work in an proactive way but it was more difficult for the smaller companies because 



70 
 

they don’t have as much resources and manpower as the larger ones. The will of the 

managers seems to be mainly proactive but perhaps the resources of the companies is 

what mainly determines if they work proactively or reactively.  

 

How are Icelandic beer breweries creating new foreign markets?  

 

The Icelandic beer breweries are creating new foreign markets mostly by working with 

intermediaries that handle their sales and marketing in the foreign markets. In many 

cases the breweries were contacted by an importing company that was interested in 

selling the products of the Icelandic companies. The fact that craft beer is gaining more 

and more popularity and the number microbreweries is increasing a lot in the main 

markets of Icelandic beer in the United States and Europe has defiantly helped the 

breweries and the foreign demand has been much in the last years. The craft market 

which is the main market for Icelandic beer that is exported is maturing and it might get 

saturated soon, especially in the United States. The simple times might be over soon and 

competition is likely to increase in the upcoming years because of the growth of players 

in the market. In the beginning of the literature review in this thesis Charles W. L. Hill 

(2013) discussed the international strategies that companies can follow during the 

internationalization process. The strategies that Charles presents are probably more 

suitable for large enterprises than the small Icelandic breweries but the breweries seem 

to be following a mixture of the international strategy and localization strategy. The cost 

pressures for the beer does not seem to be high at the moment since the Icelandic 

companies are able to compete with foreign breweries and the companies do not have to 

adjust their products to the foreign markets to much extent. The labelling is probably the 

only thing that needs adjustments between some markets. The internationalization 

process of the Icelandic breweries is therefore a mixture of international strategy and the 

localization strategy but the companies are mostly following the international strategy 

though. A possible reason for that strategy is that most of the beer that is exported from 

Iceland could be considered as a luxury product and it is not as important to cut down 

production costs in its production as with other products in other beer segments. The 

companies are not facing any serious competition at the moment since the premium beer 

market is still growing and there is demand for their products. That also aligns to some 

extent to the international strategy that Hill presented. 
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The good image that Iceland has of purity and quality and the overall image of the 

country have helped the breweries and the managers discussed in the interviews the 

importance of image. The effect of country image was also discussed in the literature 

review in this thesis and it was stated there that it is very important for companies that 

export.  Kim, Yang and Chao (2016) discussed in their research that the country of 

origin has significant effects on brand awareness and perceived quality of a product. 

Perhaps that is one of the main reason that Icelandic beer has been successful in foreign 

markets and that exports have multiplied in the last years. The good image that Iceland 

has had in the last years is possible the key element in the successful export. As stated 

in the results and analysis chapter most of the ingredients for the beer production are 

imported and the Icelandic water is basically what makes the Icelandic beer different 

than other beer. In the report that Forsætisráðuneytið (2008) made it was stated that the 

image of Iceland is mostly based on the nature. Iceland has had the image of being a 

clean and unspoiled country but it is possible that the current tourism boom which has 

had negative effects on the nature in many cases will spoil this image. This is perhaps 

the biggest threat to the success of the Icelandic breweries on foreign markets and it 

should be considered.  

The last ten years have been an interesting time for the Icelandic beer scene, most of the 

companies in this research started operations in that time and the export from Icelandic 

companies grow from almost nothing to around 400 millions Icelandic Kronas per year 

in the end of the period. This market is clearly in the beginning stages in terms of export 

and it is likely that the export will grow even more since the exchange rates of the 

Icelandic currency are not having much effect of the operations of the breweries. 

Although the companies exported beer for 400 million Kronas in 2016 it cannot be said 

that it is much. The Icelandic companies share a tiny portion of the foreign market and 

although the market is maturing and competition is likely to increase more in the 

upcoming years the prospects should be good for the Icelandic companies because of 

the quality products they produce. 
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7. Conclusion 

In this final chapter of this thesis the research will be concluded. The limitations of this 

research will be discussed and suggestions for further research in this field will be 

presented. Propositions will be provided for the beer breweries based on the results of 

the research and from the learning’s of the researcher after this process. Finally the main 

results and learning’s from this research will be discussed and the research will be 

concluded. 

 

7.1 Limitations of this research 

It could be considered a weakness in this research that the sampling size was not big. 

Only the representatives of four companies that are exporters of beer were interviewed 

and one representative from a company that produces beer in Iceland, but does not 

export. There are though not many players on the beer market in Iceland which is small 

and according to the participants of this research, their companies export approximately 

a combined 90-95 % of exported beer from Iceland so the research should give a pretty 

accurate image of this market. The export operations of those companies are in different 

levels and the proportion of export is different between the companies. It was 

considered acceptable to have this diverse sample to some extent since it would give a 

broad overview of the market. It would have been very valuable for this research to get 

an interview from CCEP which is formally known as Vífilfell which is one of the two 

biggest breweries in Iceland but unfortunately that was not a possibility this time. 

 

7.2 Further research 

It would be interesting to study further the importance of image of Iceland and how 

much it affects the food and beverages business in Iceland. The participants in this 

interview research all stated that the image of Iceland is very important for their 

international business and that it is probably one of the main reasons for the good 

performance in foreign markets along with the quality of the Icelandic water. It would 

also be interesting to find out how the exported volume and value of beer will develop 

in the upcoming years and if the growth will continue. 
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7.3 Managerial implications 

The following subchapter will focus on propositions from the researcher of this thesis. 

The propositions are based on the results of the interviews and the analysis of the beer 

market which was conducted in this research along with some ideas that came to the 

mind of the researcher during this research and after the researcher had analyzed the 

data and the beer market. 

 

7.3.1 Opportunities for Icelandic beer export 

 

When looking at the export statistics there are many markets that are promising but 

have not been explored much and they could have some potential for growth.  

 

Germany is a large market with a long heritage of beer consumption but very little 

imports from Iceland according to the numbers from Hagstofa Íslands. In 2014 

Germany had the highest consumption of beer among large economies with a 

consumption of 114 litres per capita compared to the 77 litres in the United States and 

74 litres in Britain (Wiebke Schoon, 2015). The German market which has more than 

80 million inhabitants is also known for its interest in Iceland. A considerable number 

of Icelandic horses have been exported to Germany and Icelandic books have also been 

popular in the country to mention something. Germany who is also the fourth largest 

importer of beer in the European Union as demonstrated in figure three is therefore a 

market worth looking better at. 

When comparing the analysis of the European market in chapter two of this thesis and 

the statistics of beer exports from Iceland it can be seen that there is much ground 

unexplored in the market. France for example is the second largest importer of beer in 

Europe but the country has had very little imports from Iceland during the researched 

period. Italy and Spain are also among the largest importers of beer and those markets 

have had very little imports from the Icelandic breweries. Three percents of the exported 

beer from Iceland has entered Australia and since Australia is almost as far away on the 

globe as possible from Iceland any country which has consumers that can pay for 

premium beer is an option for the Icelandic breweries. The margin of beer sold in 

countries far away from Iceland will probably be lower though because of additional 

transportation costs for the products. 
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Dairy products have been exported from Iceland in considerable amounts and the beer 

breweries could possible follow in the footsteps of the dairy products. Icelandic Skyr 

has been exported to the following countries, USA, Finland, the Faroe Islands, and 

Switzerland. Production licenses of the Skyr have also been granted to companies in 

Norway, Sweden and Denmark (Mjólkursamsalan, n.d). The beer breweries are 

exporting into most of those markets already but still there are some opportunities in 

possible entering the same stores as the Skyr where the sales of alcohol beverages are 

allowed in grocery stores. If consumers are willing to buy the Icelandic product Skyr it 

is possible that they are more likely to buy Icelandic beer also. 

The giant in the east, China is the biggest beer market in the world in terms of volume 

and it has been forecasted that the market will overtake the United States beer market in 

2017 in terms of value (Alkhatib, A., 2014). Iceland has a free trade agreement with 

China which should give Icelandic companies some advantage in that market. The 

Icelandic breweries have experimented in the last years with export to China and that 

market clearly has some unused potential. The Northeast Passage which is a sailing 

route that sails from Europe to Asia through the Arctic ocean reduced the length of the 

route to Asia significantly and it is likely that this route will be used more in the future 

for shipping which brings opportunities for Icelandic companies to ship products to 

China and other Asian countries in a more economical way. The Asian Pacific market is 

currently the largest beer market in the world as stated by Zion Market Research (2017) 

and it is likely that it will grow more than the other main markets for beer in the future. 

Asia is therefore a very important market in the present and in the future. 
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7.4 Final words 

When I decided to conduct this research I had some ideas in my mind about the beer 

market for example the idea that the appreciation of the Icelandic currency was having 

negative effects on the beer exporting companies. The Icelandic Krona has appreciated 

substantially in the last years, which has cut down the profits of the Icelandic export 

sectors. The effect of the appreciation of the Icelandic currency has less effect on the 

beer breweries than might be expected. A considerable portion of ingredients and 

packages of the beer are imported which decrease in price as the Icelandic currency 

appreciates. 

The image of Iceland seems to be the main asset of those companies and it is very 

important to them to keep that positive image. The biggest threat to the breweries might 

be if the image of Iceland would be damaged by some kind of political scandal or nature 

disaster. The image of Iceland today is positive and the country is popular which can be 

noticed in the growing tourism and the success of the national football team on Euro 

2016 in France which draw much attention to the country. 

The Icelandic beer industry is in its early steps regarding export and there are plenty of 

opportunities for further grow on foreign markets although it is likely that competition 

will grow in the upcoming years. According to market reports the premium beer 

segment and the craft beer segments have the most potential for growth in the next years 

and the Icelandic breweries have good opportunities because of their good image and 

quality products in those segments. Most of the Icelandic breweries are small and they 

don’t have many employers to work on export related matters. The breweries don’t have 

a consultative forum to work together on export and perhaps it would be difficult to 

form such an organization because of possible opposition from Icelandic competition 

authorities. It would be worth it though if possible to have this organization to work on 

creation of new foreign markets for Icelandic beer. The Icelandic breweries only share a 

tiny portion of the market in foreign countries and therefore it would probably not hurt 

their business to work together and share information about foreign markets for the 

benefit of all instead of each company working in its own corner. The Icelandic 

breweries can be optimistic about the future of beer export from Iceland which has good 

potential and many unexplored markets that are ready to be conquered. 
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Appendix A 

Spurningalisti fyrir þá bjórframleiðendur sem hafa flutt út bjór: 

 1. Nafn viðmælanda? 

2. Nafn fyrirtækis/ vörumerkis? 

3. Hefur fyrirtækið þitt flutt út bjór frá íslandi?  

4. Til hvaða landa flytur fyrirtækið þitt helst út bjór? 

5. Flytjið þið út á bari, smáverslanir, stórverslanir osfrv.?  Hvernig er þessu háttað hjá 

þínu fyrirtæki? 

6. Hverjar eru helstu ástæðurnar og hvatanir fyrir því að flytja út bjór? 

7. Hverjar eru helstu áskoranirnar sem fyrirtækið þitt hefur mætt við að flytja út á 

erlenda markaði? Geturðu nefnt dæmi? 

8. Hvernig var ferlið þegar nýjir markaðir og entry modes voru valin? Var farin 

kerfisbundin leið til að greina bestu leiðirnar eða var valið meira byggt á gut feeling? 

9. Hvaða entry mode notaði fyrirtækið þitt til þess að komast inn á /flytja út á erlenda 

markaði?  Var það misjafnt eftir löndum? 

10. Geturðu lýst því hvernig þið þróið ykkar markaði erlendis? Hvernig er þetta sett 

upp, eruð þið með agenta sem selja fyrir ykkur erlendis eða gerið þið þetta sjálf t.d? 

11. Hvernig telur þú að ímynd íslands útá við og aukning erlendra ferðamanna hafi áhrif 

á erlenda eftirspurn eftir íslenskum bjór? 

12. Íslenska krónan hefur styrkst umtalsvert á síðustu árum og misserum,  hvaða áhrif 

telur þú að það muni hafa á útflutningsstarfsemi fyrirtækisins? 

13. Telur þú að nýlegar stjórnmálabreytingar á 2 stærstu útflutningsmörkuðum islands 

fyrir bjór þ.e Bandaríkjunum og Bretlandi þar sem er í auknu mæli virðast eiga að segja 

skilið við opna markaði hafi áhrif á útflutning á bjór frá íslandi? Hvernig? 

14. Eru einhverjir utanaðkomandi þættir, aðrir en þeir sem við höfum rætt hér á undan 

sem þú telur að geti haft áhrif á útflutning í framtíðinni? 

15. Hverjir eru helstu samkeppnisaðilar ykkar erlendis?  

16. Hverja telur þú vera helstu styrkleika íslenskrar bjórframleiðslu? 

17. Hverja telur þú vera helstu veikleika íslenskara bjórframleiðslu? 

18. Hvernig sérðu framtíðina fyrir þér, telur þú að fyrirtækið þitt muni einbeita sér 

frekar að því að flytja út til erlendra markaða? 
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Spurningalisti fyrir þá bjórframleiðendur sem hafa ekki flutt út bjór: 

 

1. Nafn viðmælanda?  

2. Nafn fyrirtækis/ vörumerkis? 

3. Hefur fyrirtækið þitt flutt út bjór frá íslandi?  

4. Hverjar eru ástæðurnar fyrir þvi að fyrirtækið þitt hefur ekki flutt út bjór?  Geturðu 

nefnt dæmi? 

5. Hvernig telur þú að ímynd íslands útá við og aukning erlendra ferðamanna hafi áhrif 

á erlenda eftirspurn eftir íslenskum bjór? 

6. Íslenska krónan hefur styrkst umtalsvert á síðustu árum og misserum,  hvaða áhrif 

telur þú að það muni hafa á útflutningsáætlanir þíns fyrirtækis? 

7. Telur þú að nýlegar stjórnmálabreytingar á 2 stærstu útflutningsmörkuðum islands 

fyrir bjór þ.e Bandaríkjunum og Bretlandi þar sem er í auknu mæli virðist eiga að segja 

skilið við opna markaði hafi áhrif á útflutning á bjór frá íslandi? 

8. Eru einhverjir utanaðkomandi þættir, aðrir en þeir sem við höfum rætt hér á undan 

sem þú telur að geti haft áhrif á útflutning í framtíðinni? 

9. Hverja telur þú vera helstu styrkleika íslenskrar bjórframleiðslu? 

10. Hverja telur þú vera helstu veikleika íslenskara bjórframleiðslu? 

10. Hvernig sérðu framtíðina fyrir þér, telur þú að fyrirtækið þitt muni einbeita sér 

frekar að því að flytja út til erlendra markaða? 
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Country 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 Total ISK % of total exports

Austria -$              -$                -$                -$                 -$               -$                -$                 -$                   640,718$         -$                 640,718$                0.05%

Australia -$              -$                -$                7,242,741$     -$               -$                5,167,066$      16,235,949$     9,745,134$      1,953,672$      40,344,562$          3.27%

USA -$              1,109,070$    1,156,808$    -$                 4,736,817$   13,109,187$  51,563,302$   125,592,045$   174,265,104$ 250,728,548$ 622,260,881$        50.50%

Belgium -$              27,227$          -$                -$                 7,108$           -$                -$                 109,155$           -$                  -$                 143,490$                0.01%

Britain 168,000$     -$                -$                4,000$             5,923,262$   10,142,381$  30,952,074$   55,153,528$     46,211,945$    59,921,481$   208,476,671$        16.92%

Denmark 139,516$     3,911,837$    1,704,704$    706,052$        1,667,468$   706,206$       969,801$         4,286,676$       21,003,855$    35,184,136$   70,280,251$          5.70%

Estonia -$              -$                -$                -$                 -$               -$                -$                 2,646,432$       3,640,844$      1,386,693$      7,673,969$             0.62%

Finland -$              -$                -$                -$                 -$               -$                -$                 -$                   2,340,837$      5,053,062$      7,393,899$             0.60%

France -$              -$                -$                -$                 65,949$         -$                -$                 -$                   592,566$         3,511,412$      4,169,927$             0.34%

Faroe islands 1,986,277$  4,353,341$    6,921,740$    4,852,114$     3,660,863$   2,081,145$    2,417,702$      1,793,822$       2,538,009$      2,137,444$      32,742,457$          2.66%

Gambia -$              -$                -$                -$                 -$               -$                -$                 -$                   -$                  2,220,892$      2,220,892$             0.18%

Greece -$              -$                -$                -$                 -$               -$                -$                 -$                   429,046$         -$                 429,046$                0.03%

Greenland -$              -$                -$                -$                 -$               10,896$          -$                 62,503$             -$                  5,875$             79,274$                  0.01%

Holland -$              97,367$          -$                8,655,032$     8,335,484$   20,903,756$  16,409,280$   9,426,322$       3,024,015$      3,655,072$      70,506,328$          5.72%

Hong Kong -$              -$                -$                -$                 -$               -$                -$                 -$                   35,033$           -$                 35,033$                  0.00%

Ireland -$              -$                -$                -$                 -$               -$                -$                 -$                   -$                  860,220$         860,220$                0.07%

Italy -$              -$                -$                -$                 -$               -$                31,193$           -$                   -$                  -$                 31,193$                  0.00%

Japan -$              -$                -$                -$                 -$               -$                -$                 -$                   -$                  97,311$           97,311$                  0.01%

Canada 86,985$       2,861$            -$                1,687,129$     2,433,468$   -$                3,932,883$      17,483,528$     22,821,428$    10,228,080$   58,676,362$          4.76%

China -$              -$                -$                -$                 -$               -$                -$                 -$                   3,839,423$      7,122,350$      10,961,773$          0.89%

Luxemburg 133,600$     33,923$          -$                -$                 -$               -$                -$                 -$                   -$                  -$                 167,523$                0.01%

Norway 16,280$       -$                5,818$            -$                 120,939$      834,824$       459,445$         65,313$             221,092$         13,348,044$   15,071,755$          1.22%

Russia -$              -$                -$                -$                 -$               -$                50,080$           -$                   -$                  -$                 50,080$                  0.00%

Slovakia -$              -$                -$                -$                 -$               -$                5,720,308$      -$                   -$                  -$                 5,720,308$             0.46%

Spain -$              -$                -$                -$                 -$               -$                -$                 -$                   -$                  7,856$             7,856$                    0.00%

Switzerland -$              -$                -$                -$                 -$               115,891$       214,199$         -$                   -$                  -$                 330,090$                0.03%

Sweden 7,210$          668,120$        3,466,913$    5,354,738$     15,695,668$ 12,139,484$  8,991,945$      14,114,198$     8,339,636$      3,138,582$      71,916,494$          5.84%

Turkey -$              -$                -$                -$                 -$               -$                -$                 -$                   -$                  16,176$           16,176$                  0.00%

Germany -$              -$                -$                415,374$        212,054$      -$                -$                 291,748$           -$                  48,484$           967,660$                0.08%

Total 2,537,868$  10,203,746$  13,255,983$  28,917,180$   42,859,080$ 60,043,770$  126,879,278$ 247,261,219$   299,688,685$ 400,625,390$ 1,232,272,199$    100.00%

Appendix B 

Total exports of Icelandic beer in ISK from 2007-2016. 

 


