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Abstract  
The purpose of this thesis is to gain deeper knowledge on what factors impacted the 

internationalization process of Swedish banks. By distinguishing the factors the goal is to 

increase the understanding and awareness of the effect of these factors can have on foreign 

banks or financial institutions when internationalizing to a transition economy. To be able to 

create a wider perspective the study has been conducted through a qualitative method and an 

abductive research approach. We have been able to collect primary data by conducting 

interviews with the banks that have been a part of this multiple case study. In order to develop 

an understanding and to be able to fulfil our purpose with the thesis the main research 

question is formulated as follows: What factors have impacted the internationalization of 

Swedish banks to the Baltic market? 

 

The theoretical review includes previous research and theories related to internationalization, 

business environment and factors that can impact the internationalization process. The 

methodology chapter explains the approach, method and design we have used. 

The empirical data and the theoretical framework are discussed in order to find out what 

drove the banks to the internationalization.  

 

The analysis will describe how the banks have internationalized, why the banks chose one 

specific market in the beginning and the reason to why the internationalization occurred in the 

first place. 

 

The conclusion shows that the most important factor of the internationalization to the Baltic 

countries was because of the change in the governmental and economical structure. The 

factors that affect the choice of country is also significant, with the reason to see which 

country was most developed during the time the Swedish banks entered the market. 

 

Keywords 

Swedish banks, network, Baltic States, internationalization process, Diamond model, 

financial institutes, transition economy, knowledge 
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1. Introduction 
___________________________________________________________________________ 

In the first chapter of the thesis the importance will lay on issuing the background of the 

study. The background will lead to the discussion of the problem, which will in turn lead to 

the main research question and sub-question. The last part will emphasize the purpose of this 

research. 

 

1.1 Background  

Buckley and Ghauri (1998) define the concept of internationalization in the following way, a 

process where the involvement in international operations increases for a company. 

According to Hamilton and Webster (2012) the internationalization process is when 

companies exports and imports or have other agreements with foreign partners. Hamilton and 

Webster (2012) state that the involvement of licensing, franchising and joint ventures is 

considered as an international process. Hollensen (2011) on the other hand explains that 

internationalization occurs when companies expand their business activities, production, 

R&D and selling into foreign markets step by step. 

 

In the beginning of the 1990’s the Baltic States separated from the Soviet Union, the countries 

went from having a command economy to a market economy. This was the moment when 

international banks started operating, the financial market got liberalized and the entry 

barriers got eliminated (Dubauskas, 2011). The foreign ownership was growing in the 

banking sector and it raised several interesting questions about the role foreign banks were 

playing in the economic development of those countries. There is an analysis made by Dages, 

Goldberg and Kinney (2000) and Buch, Kleinert and Zajc (2003) that explains the impact 

foreign banks have on the stability of the less developed banking markets they enter.  The 

concept of facilitating the privatization of state banks has improved the efficiency and helped 

strengthen the financial system of the emerging markets. Low income countries such as the 

Baltic States have benefited from this trend, the participation of foreign owned companies in 

low-income countries is still lower if compared to advanced emerging markets. In 1995 
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around 5 per cent of the banks in low-income countries were foreign owned, in 2002 it had 

reached 18 per cent according to Claessens and Lee (2002). 

 

When the Baltic States became independent in 1991 the countries did not have own financial 

sectors, this was an urgent issue to solve. The Baltic States banking system was in need of 

separation from the USSR (Union of Soviet Socialist Republic) due to the reason that all of 

the credit resources was tied to the Soviet Union (Balkevicius, 2014). The USSR state bank 

operated as an instrument for the central planned economy sectors, an example can be that it 

was a state owned insurance company. There was no stock exchange, no leasing, no bonds, 

stocks or credit unions available at the time. It was a few specialists that had any knowledge 

of the market economy and that had the knowledge to work with foreign exchange and etc. 

according to Balkevicius (2014). 

 

In previous years different financial systems have accepted the direct foreign participation 

with the help of local ownership of financial institutions. This was the result of the financial 

crises that occurred. This has led to significant increases in the foreign participation on the 

local financial systems that has changed and characterized the experience of transition in 

Eastern Europe (Goldberg, Dages and Kinney, 2000). According to Staehr (2015) the Baltic 

States has achieved a substantial economic growth since 1991 when the countries regained 

their independence. As mentioned before the economical structure changed with a result of 

higher living standards, high GDP growth, liberalization and many foreign investors. Staehr 

(2015) states that the rapid economic growth later on decreased which lead to a middle-

income trap. 

 

During the years Lithuania's economy has grown slowly due to consequences of the 

international environment. Because of the financial ties to Russia the prices for energy 

commodities has increased and sanctions have affected the Lithuanian economy. The 

construction sector has also slowed down with almost half of the rate from last year. The GDP 

growth is approximately at 2.2% this year and the GDP per capita is $11.074 

(www.tradingeconomies.com). The reason behind this decrease is the infrastructure and non-

residential construction. The only sector that has grown is home construction; there have been 

more investment in residential buildings compared with other sectors and not to mention it 

survived the financial crisis (www.lb.lt, 2015). 
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Estonia is one of the countries in the Baltic States, the country has a population of 

approximately 1.3 million and the language spoken is Estonian and Russian. The capital city 

is Tallinn. Estonia had an economic recession in 2008, which resulted in decreasing the GDP 

growth to negative figures. In 2015 the economy seemed to be more stable, GDP growth was 

at 2 per cent, the GDP per capita at approximately $28,700. The credit growth on the other 

hand has slowed due to the economic cooling and the higher refinancing, the consequence is 

that the credit quality has become an issue. There are several banks in the country; three of the 

banks are foreign banks Nordea AB, SEB AB and Swedbank AB (www.ecbs.org, 2016). 

 

Latvia on the other hand has a total population of 2.3 million and the languages spoken are 

Latvian, Russian, Lithuanian and others, the capital city is Riga. Due to the falling real estate 

prices in Latvia the economy is becoming weaker, this also results in a decrease of consumer 

spending and more expensive credits from the banks. According to www.cia.gov (2016) 

Latvia went through the same recession as Estonia in 2008, even if the economy has 

recovered today it has not yet returned to the pre-crisis levels. The GDP growth in 2015 was 

estimated to be 2.2 per cent; GDP per capita was estimated to $24,500. Latvia has 23 active 

banks operating in the banking market; the foreign banks are Danske bank, DnB Nord, 

Swedbank, Nordea bank and GE money bank (www.ecbs.org, 2016). 

 

The transition of the economy resulted with numerous new banks, brokerage companies with 

fast growth, new insurance companies and etc. By the year of 1992 there were 21 new 

operating banks in Estonia, 27 new banks in Lithuania and 61 new banks in Latvia. After the 

liberalization the Central Banks took an important step in order to strengthen the control of 

the banking sector, some of the existing banks were closed due to activities that were 

unsupported. Others got closed due to liquidity problems or irregularities; this resulted with a 

decrease of banks in all states. This issue continued after the banking crisis in 1995. 

According to Balkevicius (2014) the main reason for the irregularities and the liquidity 

problems were the unqualified bank employees, the shortage of risk managers and banking 

analysts on the Baltic labour market. In order to improve the human resources within the 

financial sector the problem was solved by getting support from various foreign banks such as 

Italian banks, Swedish Banks, Danish, Norwegian and so on. The foreign banks offered 

training for the Baltic personnel in order to make them qualified for the job that they were 

assigned to. By helping the Baltic banks the foreign companies created networks that 
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probably made it easier for them to later on enter the Baltic banking sector (Balkevicius, 

2014).  

 

We believe that there is a need of research on how and why the Swedish banks decided to 

internationalize to the Baltic States. This is interesting due to the fact that the Baltic market is 

not penetrated enough and that there is still an interest for foreign banks and other financial 

institutions to enter the Baltic market. The internationalization of banks to the Baltic States 

will lead to a better connection to the rest of the world economy and a development of 

financial systems that are needed in the Baltic States. Previous research regarding the 

internationalization process of Swedish banks has only focused on why the banks decided to 

internationalize to the Baltics. Many of the reasons behind the internationalization was the 

fact that the states were in a transition process and therefore banks and financial institutes saw 

the Baltic States as market with a highly percentage of potential. On the other hand our aim 

with this thesis is to understand how the Swedish banks internationalized. The reason on why 

this question is important is because of the fact that more countries are opening up and the 

result can provide insights and recommendations for banks and financial institutes that want 

to enter the Baltic States. 

1.2 Problem discussion  
Since the 1960s various researchers have studied the internationalization of the financial 

institutions. The idea behind it started when the international capital flow and foreign direct 

investment started to grow and became more valuable (Aarma and Dubauskas, 2011). The 

most discussed topic is how the foreign banks have affected the economics in the Baltic 

States, the credit sector; loan portfolios etc. are the most current topics. Previous research has 

also shown that the growing amount of banks in transitional economies has led to an 

increased foreign ownership (Dubauskas, 2011). Other authors in previous research debates 

whether the banking system will ever be fully globalized even after increased improvement in 

different sectors (Berger, Dai, Ongena and Smith, 2002). Further on Berger et al. (2002) 

discusses how Europe is a great example of studying the internationalization of the banking 

industry. Earlier researchers have also studied and investigated the impact of foreign bank 

have on domestic banks. Further on the researchers have examined how the relationship is 

affected by the sequence of financial liberalization (Bayraktar and Wang, 2005).  
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In 2002 Claessens and Lee conducted a research on foreign banks internationalizing to 

emerging markets. The increasing amount of foreign bank participation has improved the 

efficiency and competitiveness of the emerging markets financial system. According to 

Claessens and Lee (2002) the foreign banks have implemented improved risk management 

practices and supervision from host country regulators. This implementation has also led to an 

increased competition, which lowered franchise value of incumbent banks, which leads to 

financial instability (Claessens and Lee, 2002). According to prior research done by Pozzolo 

(2008) the globalization of the economic activities has helped the international banking grow 

substantially in the recent years. Spurred by financial liberalization policies removing barriers 

to entry across geographic areas and markets, facing increased economic and financial 

incentives, the scope of presence of banks in the form of branches and subsidiaries has 

increased sharply during the 1990s in many countries according to Pozzolo (2008). 

 

Research on industrial companies that internationalized has showed that they started on new 

markets with similar culture in order to go further step-by-step to markets with higher cultural 

gaps. According to Engwall and Wallenstål (1988) an example of the above mentioned 

behaviour can be seen in Swedish banks that have followed the same pattern by starting in a 

smaller scale to later on develop the operations more. When banks internationalize they have 

a more customer-orientated approach to markets where there already is capital and funds 

enough. According to prior research done by Engwall and Wallenstål (1988) Swedish banks 

has shown a tendency to follow each other’s step by internationalizing to the same countries 

at the same time as they try to imitate the competitions acting and behaviour by using a 

mimetic behaviour. 

 

According to a research studied by Dunning (1971) the internationalization of banks can be 

seen from two different perspectives, the first perspective enlightens the competitive 

advantage. The second perspective is about behaviour theories and the differences in the 

internationalization of banks and industries are the companies driven by the suppliers or the 

customers according to Engwall (1992). Authors like Lei and Slocum (2002) and Grant 

(2005) has made researches on why companies internationalize and how the banks actually 

should internationalize. Kathuria, Joshi and Delande (2008) has made a research on how 

strategic choices, strategic alliances and choice of companies are more suitable for banks than 

industries when internationalizing. Previous research studied by Marquardt (1994) companies 

most often has one tricky question to answer when internationalizing and managing the 
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uncertainties that also is known as the psychic distance. The uncertainties that follow can be 

the new political system, regulations, institutions, culture, language and etc. In Porters book 

¨The competitive advantage of nations¨ (1998) the diamond model is mentioned. The model 

consists of six factors that touch the competitive advantage of a nation, Porter (1998) explains 

why some countries have and may have advantages to attract foreign companies. Kathuria et 

al. (2008) states that by building a relationship with high investments together with the 

foreign company will reduce the risks and uncertainties. Engwall (1994) states that vast 

changes and stable relationships handle uncertainties in a better way; this is also the base to 

the internationalization process model by Johanson & Vahlne (1997). 

 

The internationalization of banks entering foreign markets has ben researched by various 

researchers before according to Aarma and Dubauskas (2011). Most common previous 

research has been concerning the area of why Swedish banks decided to enter to Baltic 

market, however research on the banking sector was available. The reason mentioned above 

created a research gap that we could fill with. This thesis aims to conclude on how the 

Swedish banks have internationalized and why they chose a specific market in the beginning 

to enter in the Baltic States, the similarities and differences between the countries and how 

this has affected the internationalization process during the expansion to the Baltic States. 

These factors mentioned gave us a clear view on the research gap that exits regarding the 

banks in the Baltics states. 
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1.3 Research question 

In order to understand what factor played a major role for the Swedish banks when they 

decided to internationalize to the Baltic State, we have formulated one main research 

question. And in order to answer the main research question we formulated two sub-question 

in order to complement our main question. 

 Main research question  

• What factors have impacted the internationalization of Swedish banks to the Baltic 

market? 

 Sub – research question 

- What differences and similarities do the Banks perceive between the three markets? 

- How have the perceived differences and similarities between the countries impacted the 

internationalization process? 

1.4 Purpose  

The purpose with this thesis is to understand how and what factors have impacted the 

Swedish banks internationalization to the Baltic States. We aim to conduct this research 

through both empirical and theoretical data regarding the internationalization process. 

Furthermore we want to create a wider perspective on how financial institutions can enter 

transition markets in the future.  

1.5 Outline 

Figure 1 presented underneath presents the disposition of the thesis. The first chapter presents 

the reader with an introduction about the research to later lead to the research questions. 

Further on in the thesis, the second chapter will present the theoretical framework that is the 

base for this study. The third chapter presents the methodology where the goal is to create 

references on how the thesis was built. The fourth chapter will provide the readers with the 

empirical finding that was gathered through multiple interviews with different Swedish banks 

and with the help of the empirical data and the theoretical framework would provide the 

readers the next chapter, analysis. The last chapter presented will be he conclusion and in this 

chapter the research questions will be answered as concluding the research.  
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Fig.1. Outline of the thesis. (Gharib and Murseli, 2016)  

Main research question 
What factors have impacted the internationalization of Swedish banks to the Baltic 

market? 
 

Sub-question 1 
What differences and similarities 
do the Banks perceive between 

the three markets? 
  
 

Sub-question 2 
How have the perceived 

differences and similarities 
between the countries impacted 

the internationalization process? 
 

Theoretical framework 
Competitive advantage of nations, business environment, 

Internationalization process, networks 

Empirical data 
Case company interviews 

Analysis  

Conclusion  
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2. Theoretical framework 
___________________________________________________________________________ 

This chapter will highlight the theories and models that have been significant to the research. 

With the help of a conceptual framework the aspiration is to provide a richer understanding 

for the meaning of each theory and portray how the theories relate to each other 

___________________________________________________________________________ 

2.1 Diamond model 

According to Hollensen (2011) Michael Porter’s diamond framework is about the competitive 

advantages of nations. The theory consists six groups of factors. These are the factor 

conditions, demand conditions, related and supporting industries, firm strategy, structure and 

rivalry. Further on Hollensen (2011) mentions the two last factors are the government and the 

chance. This means that the two factors are about shaping the national environment on an 

indirect way by working with the earlier mentioned factors Hollensen (2011). According to 

author Smit (2010) a firm’s competitiveness can be comprehensive to country’s 

competitiveness. Mehrizi and Pakneit (2008) explains the diamond model the following way, 

the empirical studies of different nations and sectors that Porter conducted laid the concept of 

the diamond model. The authors continue stating that the model is not exclusively for nations 

or sectors, it can be used for both in order to analyse the competitive advantage.   

2.1.1 Factor Conditions 

Smit (2010) discusses that Porter distinguish different types of factors included in the factor 

conditions: human resources, university research institutes, technical base and etc. to increase 

the value. According to authors Davies and Ellis (2000) to be able to be successful an industry 

needs an appropriate amount of supply of factors in its home base. 

 

Further on Smit (2010) explains that the factor condition can be subdivided into basic and 

advanced factors. According to Smit (2010) basic factors natural resources can be mentioned 

due to the low mobility of the factor, however the factors mentioned can also create the 

international competitiveness. The basic factors need value by adding the advanced factors 

such as human resources, university research institutes, technical base and etc. to increase the 

value. Smit (2010) continues with mentioning that the advanced factors on the other hand are 

created and upgraded by reinvestments and innovation in order to reach the specialized 
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factors. Porter (1998) states that this forms the basis for the sustainable competitive advantage 

of a nation.     

 

According to Porter (1998) factor disadvantages can gain the competitive advantage, by 

having disadvantages in some factors the industries will be forced to innovate to improve the 

competitive position. By using the process there are some factors that can bring a more 

sustainable advantage such as new technology for an example. The usage of this process will 

need the requirement of the other diamond determinants according to Porter (1998). 

2.1.2 Demand conditions 

The characteristics of the demand conditions are the market size, home demand and rate of 

growth, which are the keys to progress for an industry, or service orientated company 

according to Hollensen (2011). According to Smit (2010) the composition of the home 

demand forms the way firms respond, perceive and interpret to the customer’s needs. This 

means that the customer sophistication is of high essential to follow the global trends in the 

same time as the innovation is stimulated (Smit, 2010). The segment structure is also of high 

importance according to Porter (1998), the reason to this is because the gain of competitive 

advantage in the global segments. Porter (1998) continues with stating that if the firms show 

that they have a highly visible share of the home demand as they account of a smaller share in 

other countries.  

 

The size of the home market and the pattern of growth is the second characteristic according 

to Hollensen (2011), the home market is important in sectors where high scale production and 

the requirement of research and development is high. Porter (1998) states that the growth rate 

should be rapid in periods of technological changes and early demand; it can affect the 

industries in positive ways.  On the other hand, a large home market can limit the domestic 

firms from exporting products or services according to Hong and Hong (2008). 

 

The third and last characteristics is the internationalization of the home demand, this can refer 

to buyers that uses a product in the home market (Hong and Hong, 2008). By demonstrating 

the product they can show the beneficial parts of entering a foreign market. This can lead to 

internationalization of the home demand and influence the foreign markets by setting the 

trend that will adapt to the global trends in order to become adaptable to multiple markets 

according to Hollensen (2011). 
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2.1.3 Related and Supporting Industries 

The third competitive advantage is the success of an industry; in most cases it is associated 

with the presence of suppliers and related industries within the region or the country. The 

suppliers can also be seen as a source of information and etc. but still they need to stay 

competitive in order to be advantageous according to Smit (2010). 

On the other hand an industry can still have benefit while being in the presence of other 

competitive industries in its home market. If the industries have the common inputs, 

distribution channels and technologies they can benefit from each other (Hong and Hong, 

2008).  

2.1.4 Firm strategy, Structure and Rivalry 

This factor is considered as quiet broad, it consists of strategy and structure that the company 

has in the domestic industry and the rivalry in the market according to Hollensen (2011).  

Porter (1998) explains that the strategy, structure, management practices, modes of 

organisation, willingness to go global, company goals and etc., must be adapted to the sector 

where the firm operates.  The national conditions, educational system and historical trends 

affect the way that companies are being managed and organized, this means that the national 

conditions play a major role when it comes to the firm as an organization (Smit, 2010). 

 

According to Porter (1998) the major attributes that changes the shape of competitive 

advantage is rivalry on the home market. The firm’s competing against each other put 

pressure to improve and being more innovative, that’s why the domestic competition is more 

likely to be noticed according to Hong and Hong (2008). Domestic competition can also 

become personal or emotional as the managers of the companies become more sensitive to the 

domestic rivals, this behaviour can lead to improvements of the exporting or the products just 

to stay at the top (Hollensen, 2011). The competition of foreign companies is harder to see in 

comparison to domestic ones. In some cases the rivalry between the companies can lead to an 

upgrade of the competitive advantage, by this Porter (1998) refers to the more basic factors. 

2.1.5 Government 

According to Hong and Hong (2008) the government can influence and be influenced by the 

main factors that have been mentioned above. The government has the power to shape the 

industries and different sectors within it borders.  The reason to this is because the 

government construct and finances the infrastructure, education, healthcare, roads, airports 

and etc., according to Hong and Hong (2008). They also have the power to use alternative 
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systems to support the use of energy according to Porter (1998); an example can be Sweden 

where there are many alternatives to energy through wind turbines, through waterfalls and 

nuclear plants. These alternatives can affect the factors of production for an industry. The 

decisions of the government can have positive or negatives effects on the domestic industries 

and also on the foreign one’s that enter the country, but it can also bring advantages 

(Hollensen, 2011). 

2.1.6 Chance 

According to Porter (1998) the chance of events are outside the power of the firms, which 

also may be the reason to why it can play an important role by creating gaps that allow 

changes in the competitive position. According to Mehrizi and Pakneit (2008) the national 

and regional competitiveness can therefore be triggered by the random events as mentioned. 

The authors continue with mentioning examples of the events that can occur can be political 

decisions, changes in the demand, suddenly higher prices, inventions and etc. that have a 

diverse impact on the business sectors (Mehrizi and Pakneit, 2008). Occurred  

 

Brouthers and Brouthers (1997) mentions several of researchers that has criticised the 

diamond model in their article ¨Explaining National Competitive Advantage for a Small 

European Country: a Test of Three Competing Models¨. Rugman and D’Cruz (1991) offered 

a concept of the diamond model called the double-diamond. The double diamond included the 

home countries characteristics and the characteristics of the largest trading partner in the 

country. According to Rugman and D’Cruz (1991) the double diamond model was applicable 

for around 95 percent of the world’s nations. Brouthers and Brouthers (1997) recommended 

adjustments to the diamond model in order to make it suitable for approximately 90% of the 

world’s smaller or less industrialized countries in the world that Porter had been studying. 

 

We do not think that the double diamond model that Rugman and D’cruz created in 1991, the 

reason to this is the home countries characteristics are involved in a high extent. The factors 

that is relevant for our research is the demand in the home and new market and. If we would 

use the double diamond factor we believe that we would get to much information on the home 

characteristics, this would make it harder to analyse the reasons to why the banks entered the 

Baltics. 
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(Fig. 2. The Diamond model, Michael Porter, 1990) 

2.2 Business environment  

According to the Cambridge dictionary transition of economy is when the economy in the 

country changes from a governmental controlled economy to a market economy where there 

will be privatization will occur (www.dictionary.cambridge.org, 2016). The transition will 

require institutional changes and socio political changes; in order for the transition to be 

successful the institutions must support the market mechanism. Meyer, Estrin, Bhaumik, 

Kumar and Peng (2009) mentions some functions that the institutions stated earlier can have 

such as property rights, legal framework, regulatory regimes and information systems. By 

supporting the market mechanism the institutions can reduce the risks and the costs for firms 

and individuals making transactions in the new market economy (Meyer et al, 2009). 

According to Pissarides and Mortensen (1999) when the government plans the economy the 

assets and ¨firms¨ belongs to the state, the impact of this is negative when it comes to the 

entrepreneurial activities and levels. During the transition process the state assets go to private 

ownerships, the following consequences is opportunities and risks for the private enterprises 

(Estes, 2007). Estes (2007) also states that this is important for foreign investors to 

acknowledge especialy if they come from an advanced economy. 

 

The same fact can be found in two more articles, one written by Estrin, Meyer and Bytchkova 

¨Entrepreneurship in Transition Economies¨ (2008) and the second one written by Estrin and 

Mickiewicz ¨Entrepreneurship in Transition Economies: The role of institutions and 

generational change¨ (2011). Both of these articles stress that the entrepreneurship in the post-

communistic states were lower due to the weak institutions and the low financial assets 

individuals had. Hurst and Lusardi (2004) stated that financial resources are of high 
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importance in order to establish a new market. Minniti (2005) also mentions that 

entrepreneurship relies on financial resources and the need of having a broad network. 

 

The transition process brings numerous opportunities for the entrepreneurship, in a way of 

informal institutions and a new social mind set (Meyer et al, 2009). The business environment 

get’s affected in a positive way by the activities that follow with the transitional process, with 

a result of friendlier attitudes towards the entrepreneurial behaviour. Meyer et al, (2009) also 

states that this attitude can help the population of the country build up the fallen belief and 

trust. Countries under an economic transition process have demonstrated to maintain a high 

human capital, holding valuable education background in areas such as science, mathematics 

and engineering according to Estrin and Mickiewicz (2010). 

2.2 Business environment  

According to the Cambridge dictionary transition of economy is when the economy in the 

country changes from a governmental controlled economy to a market economy where there 

will be privatization will occur (www.dictionary.cambridge.org, 2016). The transition will 

require institutional changes and socio political changes; in order for the transition to be 

successful the institutions must support the market mechanism. Meyer, Estrin, Bhaumik, 

Kumar and Peng (2009) mentions some functions that the institutions stated earlier can have 

such as property rights, legal framework, regulatory regimes and information systems. By 

supporting the market mechanism the institutions can reduce the risks and the costs for firms 

and individuals making transactions in the new market economy (Meyer et al, 2009). 

According to Pissarides and Mortensen (1999) when the government plans the economy the 

assets and ¨firms¨ belongs to the state, the impact of this is negative when it comes to the 

entrepreneurial activities and levels. During the transition process the state assets go to private 

ownerships, the following consequences is opportunities and risks for the private enterprises 

(Estes, 2007). Estes (2007) also states that this is important for foreign investors to 

acknowledge especially if they come from an advanced economy. 

 

The same fact can be found in two more articles, one written by Estrin, Meyer and Bytchkova 

¨Entrepreneurship in Transition Economies¨ (2008) and the second one written by Estrin and 

Mickiewicz ¨Entrepreneurship in Transition Economies: The role of institutions and 

generational change¨ (2011). Both of these articles stress that the entrepreneurship in the post-

communistic states were lower due to the weak institutions and the low financial assets 
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individuals had. Hurst and Lusardi (2004) stated that financial resources are of high 

importance in order to establish a new market. Minniti (2005) also mentions that 

entrepreneurship relies on financial resources and the need of having a broad network. 

 

The transition process brings numerous opportunities for the entrepreneurship, in a way of 

informal institutions and a new social mind set (Meyer et al, 2009). The business environment 

get’s affected in a positive way by the activities that follow with the transitional process, with 

a result of friendlier attitudes towards the entrepreneurial behaviour. Meyer et al, (2009) also 

states that this attitude can help the population of the country build up the fallen belief and 

trust. Countries under an economic transition process have demonstrated to maintain a high 

human capital, holding valuable education background in areas such as science, mathematics 

and engineering according to Estrin and Mickiewicz (2010). 

2.2.1 Transition markets  

The definition of a transition market/economy has been described earlier in this chapter, on 

the other hand Casson (2005) describes it the following way, nations changing the economical 

system from a planned economy to a liberal market also called free market, these changes are 

considered as a transition process according to Casson (2005). Nations that has an economy in 

transition are countries such as the Baltic States that have been influenced by the planned 

economy the government has ruled with (Jeffries, 1996). With the transition changes also 

follow, some examples that has been mentioned before are the new institutions, new entrants, 

relocation of resources and a new reach to the outside world (Pissarides and Mortensen, 

1999). The capital inflow from foreign countries also effects the development of transition 

economies; this creates opportunities and new entrants in the market while the economy is 

advancing in an economical way but may also gain technologically according to IMF (2016). 

 

The consequences following when the economical structure change can be that already 

existing state owned companies can be less profitable due to the new reform according to 

Casson (2005). Lieberman and Kopf (2008) states that challenges as adapting the existing 

institutions to the new system can occur, the results can be another form of competition on the 

new market. The domestic firms will have new opportunities, an example can be to 

internationalize and enter foreign markets. Lieberman and Kopf (2008) also mentioned that 

the companies will have to apply new market approaches in order to be profitable and 

successful in the new market economy. 
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2.3 Network model 
According to Hollensen (2011) the network model differs from the market, the reason to this 

is the relationships that actors have amongst each other. The author continues with explaining 

that the actors in the market do not have any relations except of the price mechanism. 

According to Johanson and Vahlne (2009) the network model can be seen as a web of 

relationships, businesses that get linked to others create networks. Johanson and Vahlne 

(2009) also states that the web in turn leads to relationships with other businesses by the help 

of the existing relationships. Johanson, Blomstermo and Pahlberg (2002) states that the people 

responsible for the certain markets see their main task being to establish long-term 

relationships with the goal of gaining from it in the future. The domestic network of a firm 

can be used as a bridge to bigger networks on international markets, that’s why the domestic 

network is of high importance (Johanson and Mattson, 1998). By using the bridges firms can 

access other markets even if there resources are limited. Blomstermo et.al (2004) state that the 

experiential knowledge that follows with networking is important, mostly for firms that has 

not internationalized before, an example can be SMEs.   

 

Hollensen (2011) states that business relationships are hard to observe and also enter for 

potential entrants, the reason to this is because the existing actors in the relationship already 

are tied through different bonds such as economical, social technical, legal and etc. According 

to Johanson and Mattson (1988) there is a basic assumption in the network model, the 

assumption is that individual firms are dependent on the resources that are controlled by other 

firms. The authors continue with stating that the exchange of resources and capabilities are 

important, the reason is that the actors in the network most often share the same goals and 

strive towards them together. Håkanson and Snehota (1995) on the other hand explains the 

exchange of resources the following way, the resources are tied together by the relationship in 

order to organize the resources within the network. Håkanson and Snehota (1995) continue 

with stating that the activities are implemented in a strategically way in order to maintain, 

develop; create new relations and ending old relationships. 

 

According to Johanson and Mattson (1988) the network model origins from the Uppsala 

model, in the internationalization model knowledge and learning can be gained with help by 

having interactions with other people in the existing network. Researchers on the other hand 

mean that the network model gives a more adequate picture of the internationalization process 
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than the Uppsala model does (Johanson and Mattson, 1988). The internationalization process 

of networks can be viewed in three ways according to Johanson and Mattson (1988). The first 

way is by international extension, this means that the company will establish relationships in 

new domestic markets, the second way is penetration; the company involves deeper and 

increases the resource commitment in foreign networks the company already are in. The third 

way is international integration; this means that the company will integrate different domestic 

networks (Johanson and Mattson, 1988). There are four different categorizations in the 

internationalization process of networks: the early starter, the late starter, the lonely 

international and the international among the others. The reason to why these categorizations 

exists according to Johanson and Mattson (1988) is to see how integrated the company is and 

what position it holds and how committed they are to the market. 

2.3.1 The early starter: 

Hollensen (2011) describes the early starter as having a low degree of internationalization on 

two levels, the market level and the firm level. The company is also likely to not have any 

previous knowledge and will not be able to rely on the network to be provided with assistance 

or any knowledge. The study of early starter firms in the internationalization process will 

most likely approach the internationalization by using suggestions from the Uppsala model as 

gaining knowledge incrementally according to Johanson and Mattson (1988). 

2.3.2 The lonely international: 

According to Johanson & Mattson (1988) the lonely international has a high degree of 

internationalization of the firm; on the other hand the degree of internationalization is low in 

the market environment. The firm’s network is not internationalized due to the reason that the 

customers and suppliers are domestic; this decreases the need for taking initiatives to 

internationalize. Johanson and Mattson (1988) states that the firm can gain the abilities and 

knowledge to handle other market environments by being present in a foreign market where 

the institutional structure and culture is different to the domestic. This position is seemed as 

good due to the reason that the firm can use the networks in order to gain competitive 

advantages according to Johanson et.al (2002). 

2.3.3 The late starter: 

Johanson and Mattson (1998) states that the late starter is known as having a low international 

involvement in the same time as the market the company is in has a high degree of 

internationalization. Actors within the network such as suppliers and customers can influence 
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the internationalization for the company; this influence can result in the entry of distant 

markets. In comparison to the early starter the late starter will probably have more difficulties 

when it comes to establish new positions in a tight structured network, the reason is because 

most of the best distributors most often already are share the same network as the competitors 

according to Hollensen (2011). When compared the issue of timing the internationalization is 

of high important to be successful. 

2.3.4 The international among others: 

A company that has internationalized among other companies has the possibility of using the 

bridge of networks over to other bridges, according to Hollensen (2011) there is a strong need 

of coordination of the international activities that needs to be considered in the value chain. 

The firm and market internationalization is high; this categorizes the firm to the international 

among others according to Johanson and Mattson (1988). Examples that Hollensen (2011) 

mentions as the activities that may need coordination are the research and development, sales, 

marketing and production. The domestic market where the home operation is stationed can 

coordinate the sales and production capacities in the new market. According to Hollensen 

(2011) this behaviour can lead to a product specialization for the new market and increased 

intra-firm trade across the borders. The international among others company has a high 

international knowledge and a stronger need to coordinate the activities such as marketing and 

sales in the various markets. According to Hollensen (2011) the high international knowledge 

can result in faster establishments of subsidiaries for the company in the new market. 
 

Björkman and Forsgren (2000) criticized the network model due with the reason to having a 

limited strength in understanding the patterns of internationalization. According to the authors 

it did not offer any precise conclusion and embraced to many variables. Chetty and 

Blankenburg (2000) criticized the criteria’s of the different types of firms such as the lonely 

international and the early starter. Björkman and Forsgren (2000) also stated that the criteria’s 

was not offering any predictions for the model instead it concentrated on larger companies. 

Nummela (2002) mentions that by concentrating on larger companies it becomes hard to 

describe on how the small and medium-sized companies used the networks in the 

internationalization process. Chetty and Blankenburg (2000) also state that the model does not 

enlighten how the companies shift the positions for an example when an early starter becomes 

an international among others. Andersson (2002) state that the model does not discuss the 

creation of relationship if there is none existing in depth. 
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By using this theory we will most likely be able to analyse if the network and relations to 

existing firms and to the countries has contributed to the internationalization process or not. 

2.4 Uppsala Internationalization model 

According to Johanson and Vahlne (1977) there have been several studies of international 

business that indicates that the internationalization process of organizations increases their 

international involvement. Mats Forsgren (2002) explains that the main core about the 

Uppsala model is knowledge, i.e. with learning. The main concept of the model is explaining 

how organizations learn and what affects the investment behaviour. Additional Johanson and 

Vahlne (1977) explain that lack of knowledge is an important barrier that needs to be 

overcome. The only way to overcome the obstacle is through development of international 

operations; through international operations the organizations will be able to gain knowledge. 

Further on Johanson and Vahlne (1977) clarifies that there are two different directions of 

internationalization: increasing involvement of the firm in the individual foreign country and 

successive establishment of operations in new operations in new countries. Johanson and 

Vahlne (1977) introduced the concept of “psychic distance”; the concept measures the 

markets foreignness. Johanson and Vahlne (1977) explain that market commitment contains 

two main factors: the amount of resources committed and the degree of commitment. 

Johanson and Vahlne (1977) defines the degree of commitment, the higher commitment the 

more resources are interweaved with other parts of the firm in relation to the amount of 

resources which is connected to the size of the investment. 

The authors explain that the concept as factors that prevents or interrupts the flow of 

information between organization and market. The factors that are mentioned by Johanson 

and Vahlne (1977) are language, culture, and politics, legal and educational system. The 

Uppsala model that was created by Johanson and Vahlne (1977) describes what effects 

market knowledge and experience have on commitment decisions and the way current 

internationalization activates is handled. Oviatt and McDougall (1997) debates theories that 

explain the internationalization process of a firm usually are dynamic and act as a 

complement to the static equilibrium-based theories that discusses why worldwide 

organizations exist. Further on Oviatt and McDougall (1997) portrays the Uppsala model as 

an incremental process that depends on the organizations knowledge of foreign countries. 

Research by Albaum and Duerr (2011) shows that a firm becomes more and more 
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internationalized as it becomes more involved and committed to the idea of 

internationalization. Further on the authors mentions that international operations have the 

tendency to be defined as hurdles because of lacking knowledge about the internationalization 

process.  

Since 1977 there have been many changes in the business environment, now days the 

business environment is seen as web of relationships, a network rather than a market with 

independent suppliers and customers (Johanson and Vahlne, 2009). The authors continues by 

stating that the core of the revisited model of the Uppsala model puts the focus on the 

outsidership in relation to significant network rather on the psychic distance. The economic 

and regulatory environments have changed radically, not to mention the changes in 

company’s behaviour (Johanson and Vahlne, 2009). Additionally the authors explain that 

when the model was constructed there was only primary knowledge and understanding of 

market difficulties that can identify the difficulties with internationalization. Johanson and 

Vahlne (2009) discusses that further development on the subject led to the core argument that 

is based on that markets are networks of relationships and that in turn leads to firms being 

linked to each other in various ways. Furthermore Johanson and Vahlne (2009) urge the 

relevance of insidership in relevant networks to be able so succeed with the 

internationalization process. Relationships propose possible learning; trust building and 

commitment that happens to be the requirements for internationalization. 

Previous research made by Coviello and Munro (1995) show that network relationships have 

an impact on foreign market selection. Moreover these finding led the authors to develop a 

model that can combine the process model and the network tactic. These findings made 

Johanson and Vahlne (2009) to develop the original model from 1977. The difference 

between Johanson & Vahlne and Coviello & Munro model from 1995 is that Johanson and 

Vahlne (2009) centres on business networks as market structure where the internationalizing 

organization is surrounded by the business network structure of foreign market (Johanson and 

Vahlne, 2009). Relationships and specifically networks can therefore be seen as an important 

tool for companies trying to find knowledge of other markets with as low costs as possible 

(Mtigwe, 2006).  

Some of the critic against the Uppsala model was mentioned by Amjad Hadjikhani (1997), 

the author mentions that one of the criticized aspect of the model is the concept of the 

commitment, which is treated through measurable indicators – tangible commitment. Further 
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on the author addresses the issue of other researches not knowing how to use the model. 

According to Engwall and Wallenstål (1988) when testing the model there should be a 

connection between progressive stages of the internationalization, stage model (S-model) and 

the variables of commitment and knowledge in the internationalization process model (IP-

model).  Hadjikhani (1997) explains that this have led to the point where some researchers 

rejects the internationalization process model. 

We strongly believe that the Internationalization model will help us with answering our 

research questions about the internationalization process that occurred. By implementing the 

theory into reality we can see strong connection with the internationalization process that the 

Swedish banks used in coherence with the theory.  

 

 

 

 

 

 

(Fig 3. Old version of Uppsala model, Johanson & Vahlne, 1977) 

State     Change 

 

 

 

 

 

 

Market knowledge 

Market commitment 

Commitment decision 

Current activities  

Knowledge 
opportunities  

Network position 

Relationship 
Commitment 

Decisions 
 
 

Learning 
Creating 

Trust-building 



 

 22 

 

 (Fig 4. Business network internationalization process, Johanson & Vahlne, 2009) 

2.5 Entry modes 

When deciding on entering a foreign market one of the most important aspect that a firms 

needs to take under consideration is the strategy, the strategy needs to reflect on the intention 

of the companies entry (Cavusgil et.al. 2002) Further on the authors mentions that the 

company must not forget the differences in culture, legal framework and political 

environment. The common view on how firms obligate to a foreign market is through export 

(indirect or direct), establishing an own subsidiary, join venture or purchasing local firms 

(Johanson & Vahlne, 1977; Cavusgil et.al. 2002; Hollensen, 2011).  Cavusgil et.al (2002) 

explains that in the earlier years companies have seem to have “step by step” approach when 

internationalizing and today they chose approaches that suits the market best. Hollensen 

(2011) explains that companies that uses a low risk strategy also uses a strategy with a low 

commitment such as agents, distributors or join ventures. On the other hand firms use 

subsidiary and acquisitions when having a high commitment approach. Further on the author 

explains that a firm’s choice of its entry mode for a certain product or country is the net result 

of several, often conflicting forces. According to Hollensen (2011) The need to anticipate the 

strength and direction of these forces makes the entry mode decision a complex process with 

numerous trade- offs among alternative entry modes.  

2.6 Conceptual framework 
We have created a conceptual framework to be able to summarize and connect the literature 

review for this thesis. The conceptualization framework shows how these theories are related 

and substantial to this research. It illustrates how Swedish banks have internationalized to the 

Baltic States according to the theories we have chosen.  

 

The process goes as following, the first box in the conceptual framework is the bank that 

starts with using the second box, the competitive advantage of nations. The second box 

contains the concepts such as factor conditions, government, chance, demand conditions and 

etc. The factors are considered in order to discover if the nation is attractive enough for the 

bank to enter. Continuing to the third box business environment and the sub concept transition 

economies get analysed and considered in order to see if it is possible for the bank to operate 
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in the new market.  The fourth box is the internationalization process, will the bank 

internationalize with the help of networks and relations how will the banks be categorized, if 

there is any network will the bank gain knowledge on the new market. The degree of 

commitment is important. If the commitment is high the bank can decide to invest more at the 

same time as the entry modes are chosen. When the concepts mentioned in the boxes are 

analysed the ideas get transferred to the bank in order to finalize the internationalization. The 

conceptual framework explains the importance of the steps in order to internationalize in a 

market where success can be found. 

 

 

 

 

 

 

 

 

 
 

 

 

 
Fig. 5. Conceptual framework (Gharib & Murseli, 2016) 
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3. Methodology 

 

This chapter will present the methodological framework that has been the foundation of this 

research. The choice of research approach and research method will be discussed and 

explained leading to the presentation of the case companies. Further the research strategy 

will be highlighted as well as validity; reliability and operationalization will be described.  

 

3.1 Research approach  

There are three research approaches that can be used to describe the foundation of combining 

the theories with the empirical findings. According to Jacobsen (2002) these approaches are 

abductive, deductive and inductive. Further on Jacobsen (2002) states that the deductive 

approach has its starting point in already existing theories, when the primary data and the 

secondary data has been collected it get’s analysed by using the theories. According to 

Alvesson and Sköldberg (2008) a deductive approach is based on a simple rule, a base of 

what is already known. Further on the authors argues that the truth can be seen as a general 

truth. The truth can then be assumed as a rule for the future (Alvesson and Sköldberg, 2008). 

According to Alvesson and Sköldberg (2008) this approach can bee seen as less risky and the 

rule or the truth can be hold for every case studied. Not to mention the authors believes that 

there is an absence of underlying patterns and tendency, which in turn makes the deductive 

approach flat and in borderline to bland (Alvesson and Sköldberg). The abductive approach is 

the approach that is frequently used when studying case study based research (Alvesson and 

Sköldberg, 2008). During the process of an abductive approach the empirical findings and the 

theoretical framework is gradually developing. The authors mean that the flexibility of this 

approach makes the process of conducting a study easier for the researchers to reintegrate the 

empirical findings and literature (Alvesson and Sköldberg, 2008). Among other things the 

abductive approach does not exclude the theoretical framework (Alvesson and Sköldberg, 

2008). 
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Based on the early findings about the Swedish banks, which is mentioned in the problem 

discussion, we have chosen to conduct our study through an abductive approach. The early 

findings about our case firms will assist us on finding the relevant theories to be able to 

conduct the research. This will give us a solid foundation and help us develop our study in 

accordance with Alvesson and Sköldberg (2008) who describes that through an abductive 

approach the empirical findings and the literature will be developed successively during the 

process of conducting the study. The early findings will help us reflect on what theories that 

can be relevant for our study, in agreement with the Alvesson and Sköldberg (2008) an 

abductive approach reinterpret the empirical data and theory. Due to the research gap that was 

found and the aim of this research, a deductive approach would limit our findings due to the 

fact that we cannot base our study on the literature. An inductive approach would also limit 

our possibility to conduct the research due to the fact that we cannot only rely on the 

empirical findings and the absence of a theoretical framework is crucial for us. 

3.2 Research method 

According to Merriam (1988) there are two primary research methods within the field up 

business: qualitative and quantitative. According to author Göran Wallén (2008) Qualitative 

study aims to examine the nature of an occurrence is and how is should be identified. Further 

on Wallén (2008) clarifies that there are several reasons why the qualitative studies are 

needed. The author counties and explains that when you only have fragments or incomplete 

information there needs to be a clarification about the context and function. The last reason 

the author discusses is that meanings and symbols must be translated qualitatively. Special 

clarification problems applies if there is reason to read into anything beyond something that is 

hidden or implicitly (Wallén, 2008). According to Recker (2013) qualitative methods are 

designed to assist researchers in understanding the phenomena in context. An example of 

qualitative research is to study people and the social and cultural context in which they live, 

operate and behave (Recker, 2013). Kumar (2014) explains that the core idea of a qualitative 

research is to understand, explain, explore, discover and clarify circumstances. This leads to 

that most of the studies are based on a deductive approach rather than an inductive approach 

(Kumar, 2014). Merriam (2002) justifies that the focus of a qualitative study is to understand 

and formulate a problem for different choices of study, for example, by the selection, 

collection analysis of data, and to find solutions.  Qualitative methods contain three different 

kinds of data collection: (1) in-depth, open-ended interviews; (2) direct observations; and (3) 
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written documents, including such sources such as questionnaires, personal diaries and 

program records (Patton, 1987). 

 

A quantitative research method has its main focus on numerical data i.e. results that can be 

measured through input of experimental studies (Yin, 2014). Quantitative approach is 

research that involves measurement at the data collection and statistical processing and 

analysis (Davidsson & Patel, 2011). Author Annika Lantz (2013) explains that quantitative 

research method is used to emphasize measurable properties of the item to be examined. The 

author further on clarifies that in a quantitative survey know from the start what conclusion 

you want to draw in the choice of data collection and analysis in the impact with the issue. 

Quantitative studies have the advantage of being easier to repeat to see whether one gets the 

same results (Eriksson and Wiedersheim-Paul, 2014). Quantitative research portrays a set of 

methods to answer research questions, quantitative methods tends to focus on quantities 

(Recker, 2013). Quantitative data is form of numbers; they associate primarily with research 

strategies such as survey and experiments, and research methods as questionnaires and 

observation (Denscombe, 2016).  

The starting point of our study is to find out how Swedish banks internationalize to the Baltic 

States. With the background of our purpose and research question, we chose to write the study 

based on a qualitative research. We believe that a qualitative method will support our purpose 

in agreement with Recker (2013) that qualitative method is calculated to aid researches to 

understand a phenomenon. Due to our research questions that we have formulated and the 

certain knowledge we wish to collect, we came to the conclusion that the absolute best way to 

do this is through interviews with our case firms. We strongly believe that the interviews will 

give us the ability to answer our research questions; the interviews will be supplement for our 

research field. Furthermore we believe that conducting interviews and being able to observe is 

interrelated with the abductive approach whereas we are able to use the data that we have 

collected in relation to the theoretical framework (Merriam, 1994). Our aim is to gain a 

deeper understanding and understand the internationalization process and the reasons behind 

it.  

 

Based on the choice of collecting the empirical data through interviews, we came to an 

agreement that qualitative method is most suitable method for as to use due the reason that 

qualitative method can provide us with an in-depth clarification on both how and why 
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Swedish banks decided to internationalize to the Baltic States.  Conducting our study in a 

quantitative method would constrain our possibilities to gain deeper knowledge about our 

research field due to the fact that quantitative method mainly focuses on numerical data. This 

assumption is emphasized by Denscombe (2016) who believes that quantitative method is 

primarily associated with research strategies such as survey and experiments. Through a 

quantitative research method we fear that personal contact decrease and that the information 

would be incomplete. This is important for us given that we want to achieve overall validity 

of the thesis. 

3.3 Research strategy 

According to Ghauri and Grönhaug (2010) within qualitative research method, there are a 

various numbers of different techniques to collect the empirical finding. The most frequently 

used strategies are: case studies, observations, analysis etc. Different strategies are applicable 

for different methods, approaches and problem areas (Ghauri and Grönhaug, 2010). Yin 

(2014) clarifies that the most substantial factor to be able to conduct a case study is to 

determine if the research question is created to give an answer to how or why. According to 

Merriam (2009) a case study is anchored in actual situations, which results in a rich and 

holistic explanation of a phenomenon by illustrating and providing insight into numerous 

aspects of cause-effect relationship and the interaction between factors and events. We intend 

to create a deeper understanding on why Swedish banks internationalized to the Baltic States 

and what affected the internationalization process. We have chosen to use a case study for this 

research since we believe that this is a strategy that acquires the features that are essential in 

this research. The aim is to gain knowledge due to the reason that our research field has not 

been studied enough, in accordance with Merriam (2009) we wish to contribute with new 

aspects and knowledge and help structure future research in our research field. 

3.3.1 Formation of case study 

According to Yin (2012) explains that the first step is to identify the case that is being studied. 

The second step is to decide of the case that is being studied a single- or a multiple- case 

study; a single case study is when you are limited to one organization, studying more than two 

organizations (Yin, 2012). Merriam (2009) enlightens that a multiple case study is described 

that the gathering of data and analysis is built on numerous cases; this leads to a qualified 

study. We decided to study three different banks in depth in order to understand the reasons 

behind the internationalization process to the Baltic States. In order to collect the relevant 
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information from the interviews, we came to an agreement to base our interview question on 

the conceptual framework. Yin (2014) indicates that a case study is an appropriate way to 

conduct research. This type of structure will help us will provide the ability for us to answer 

how and why questions. We intend to compare the outcome from the interviews with our case 

firms and to later on connect it with the theoretical framework. 

3.4 Selection of case firms 

When selecting the Swedish banks in our research we looked for Swedish banks that have 

something in common: that they internationalized to the Baltic States. To able to find these 

banks we searched the Internet and called several banks and asked if they had any 

establishment or connection in the Baltics.  

3.4.1 Nordea AB 

Nordea AB is one of Sweden’s oldest banks, established in 1820s. Nordea AB is result of 

mergers between Denmark, Finland, Norway and Sweden.  Today Nordea AB can be found in 

the Baltic countries and Poland and is considered a part of the home market. 

3.4.2 SEB AB 

SEB AB is one of the oldest banks in the Swedish market with approximately 160 years of 

experience in the financial sector. SEB AB is one of the largest banks in Sweden when it 

comes to MNC’s and SME’s. The bank is global and has offices in Europe, North America, 

South America and Asia. 

3.4.3 Swedbank AB 

Swedbank AB is one of Sweden’s largest banks with 7.2 million private customers and over 

600.000 corporate and institutional customers. This makes Swedbank AB the largest bank in 

numbers of customers. Swedbank AB is currently in Estonia, Latvia and Lithuania. 

3.5 Operationalization  

When constructing the interview guide and formulating interview questions, we wanted to 

have close connection between the conceptual framework and research questions, as 

described by Patel and Davidsson (2011). Our main research question aims to answer what 

factors that impacted the internationalization of Swedish banks to the Baltic market. To be 

able to answer our main research question we have conducted two sub-question that will 

describe if there have been any differences between the markets that have impacted the 
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internationalization process. In our conceptual framework we identified the concepts that this 

study covers and created interview questions based on the literature review. Many of the 

questions were connected to all of the theories, which made it easier for our respondents to 

speculate with the help of other mentioned theories and questions. During the interview we 

focused on questions that connects to the internationalization process, entry mode, similarities 

and differences 

between the markets 

in the Baltic States.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

 

 

 

 

Figure 6. Operationalization scheme (Gharib and Murseli, 2016) 

 

3.6 Data collection 

When it comes to collecting our data we decided to focus mainly on primary data to receive 

the most accurate answers. We will also use secondary data in the form of annual reports and 

Main concept Indicator Questions 

Competitive advantage of 

nations 

Factors that can 

impact the 

internationalization 

process 

5, 9, 10 

Relationships Actors involved in the 

internationalization 

process 

7, 8 

Knowledge and commitment Knowledge and 

experience 

2, 3, 4,  

Business 

environment/Economical 

market 

New markets 1, 11 
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official statements. We will use the secondary data to create an understanding of the chosen 

research topic and as a basis for our analysis.  

 

According to Jacobsen (2002) there are two types of data that can be used as informational 

sources in a research, the sources are primary data and secondary data. In our thesis we will 

mainly focus on primary data, which according to both authors Yin (2012) and Wallén (2008) 

can be collected in everyday situations of people or within institutions through interviews. In 

case studies the author examines six sources of primary information; documentation, archival 

records, interviews, direct observations, participant-observations as well as physical artefacts. 

Interviews have been the primary source of information in this thesis, which will be more 

thoroughly described later. We will also use secondary data to complement our thesis through 

literature, articles and Internet.  

3.6.1 Primary data 

Primary sources are those in which the author of the document is recounting firsthand 

experience with the phenomenon of interest (Merriam & Tisdell, 2016). Primary data is data 

that we collect ourselves through observations, interviews or surveys (Eriksson and 

Wiedersheim-Paul, 2014). According to Silverman (2001), when using qualitative research 

methods the techniques for collecting data are primarily: interviews, observations and 

document analysis, though participation or experimentation are also suggested techniques. 

Ranjit Kumar (2014) gives an example of primary data as finding out the impressions of a 

community towards health services, evaluating a social programme etc. According to authors 

Merriam & Tisdell (2016) the best primary sources are those recorded closest in time and 

place. In this thesis we will focus on primary data that we will receive through interviews 

with representatives from the Swedish banks. The representatives will all have different 

positions within the banks so that we are able to analyse the differences. The foundation of 

the thesis is based on primary data in order to have as reliable information as possible.  

3.6.2 Secondary data  

Merriam (2009) describes secondary data as information that has been published by other 

purposes that what is currently being studied. Therefore we strongly believe that it is of highly 

importance to question and criticize whether the data is relevant for the study. Secondary data, 

which includes books, academic articles, and Internet sites, can be helpful to get a better 

understanding of, and a way to identify one's own research area (Merriam, 2009).  Further on 

Merriam and Tisdell (2016) clarifies that secondary data such as reports of a phenomenon of 
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interest by those who have not directly experienced the phenomenon. This kind of data can be 

retrieved through literature; Internet and printed articles and can supply the study with support 

and gain a better understanding of the existing problem (Merriam, 2009). To be able to reduce 

the amount uncertainty we decided to only access secondary data about the case firms to be 

able to present an overview of the case firms.  

3.7 Interview method 

An interview is a technique to collect information based on questions (Davidsson & Patel, 

2010). A fundamental method to get access to information from people is by interviewing 

them. Qualitative interviews that are adjusted to each respondent are called in depth 

interviews (Wallén, 2008). Merriam (2002) explains there are three main channels of 

information: interviews, analysis and observation. Lantz (2013) explains that the difference 

between the different interview forms is the degree of structure. Yin (2007) explains that the 

interviewer has two roles: to follow the order in which the questions are structured in the 

documents and to formulate concrete questions without creating distortions and that the aim 

of the questions is achieved.  

 

In a structured interview, also called for standardized interview, set questions to a respondent 

from a driver-operated interview or question schedule (Merriam, 2002). The semi-structured 

form allows the interview to be open when the issues are more flexibly designed. This 

promotes a mix of flexibility and structure of the interview. The third form, unstructured 

interview is used when the investigator's knowledge of the subject provided tight which may 

question the relevance of the issues (Merriam, 2009).  

 

According to Alvesson (2011) interviews have different delimitation and are usually divided 

into different clusters: (1) structure, (2) size, (3) communication channel and (4) category. 

Interviews can be divided into structured, semi-structured and non-structured interviews   

Alvesson’s (2011) second cluster, size refers to the amount of people that are participating in 

the interview. There are different types of group interviews, from brainstorming sessions to 

structured sessions. Further on the author continues and explain the third cluster where he 

discusses the communication channel; the interview can be face-to-face, phone interviews or 

through an electronic interview. For a qualitative research, face-to-face is the most common 

interview channel. he fourth cluster refers to the category. Some interviewers need to take into 
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account whom they interview. There are different rules norms for interviewing children, elder 

people, ethnic minority, different cultures and men and women (Alvesson, 2011). 

 

In qualitative studies, interviews, the most common form of data collection method (Merriam, 

2009), the interview's main purpose is the obtaining of certain information in the form of what 

someone else knows or believes (Merriam, 1994). The author believes that interviews are 

necessary as it may be difficult to observe people's behaviour’s, feelings and their 

interpretations of reality. There are different types of interviews, in which the investigator 

needs to decide what form that suits their study best. Merriam (1994) describes interviews as 

a necessary tool whereas a person’s thoughts, interpretations or feelings of a situation are very 

difficult to understand in other ways than to ask.  

 

As a structured interview does not make room for additional questions or changes during the 

interview, we decided to discard this technique. We believe that a structured interview suits a 

quantitative research better since the questionnaire would be standardized to be able to 

conduct a quantitative study (Yin, 2014). We decided to conduct a semi-structured interview 

do the reason we want the interviews to be open and have room for unpredicted follow-up 

questions. We strongly believe that this type of interview will fit the preference of our study 

due to fact that our study requires the space for follow-up questions in order to gain wider 

understanding and clarification on how the Swedish banks acts in relation to our research 

question. We realised early in process that the supplementary questions, on the basis of 

predetermined questions, would be significant to our study.  

All interviews were conducted through telephone due to reason our interviewees had a very 

tight schedule. Every interview was scheduled for 45 minutes but all three interviews 

exceeded the time due to the information our interviewees wanted to share with us. Before we 

conducted the interview we sent out the interview guide to our respondents to them to be able 

to prepare to answer the questions. We always started the interview by presenting ourselves 

and asking for permission to record the interview. During all the interviews both of the 

authors of the thesis were present and took notes to be able to increase the validity and 

reliability. According to Silverman (2001) recoding the interview to be able to transcribe and 

writing the correct citations makes the validity and reliability higher.  
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3.8 Quality of research  

When conducting a research regardless the approach, the research must present conclusions 

and perceptions. Validity and reliability are two factors that need to be considered when 

conducting a research (Merriam and Tisdell, 2016). It is highly substantial that all research 

produce valid and reliable knowledge and that the study has been completed in an ethical 

manner (Merriam and Tisdell, 2016)). According to Graziano and Raulin (2013), there needs 

to be an evaluation of the quality of the measures. Further on the authors explains that 

evaluating the quality of measures and publishing the result will help other researchers about 

measures for their study (Graziano and Raulin, 2013).  

3.8.1 Validity  

Validity has been identified as a measuring instrument ability to measure the research 

(Eriksson and Wiedersheim-Paul, 2014). Jan Recker (2013) describes validity as if the 

collected data measures what the researchers set out to measure. Further on the author 

explains that valid measurements represent the essence or content upon which the construct is 

focused. Validity is also described as a concept to describe the quality in a research (Fejes and 

Thornberg, 2015). According to Merriam (2009) and Yin (2014) trustworthiness is the base of 

a qualitative research in relation to validity and reliability. Further on the authors explains that 

there are two types of validity; (1) internal- and (2) external validity. Merriam (2009) clarifies 

that internal validity is measured by the extent to what researches find creditable. Furthermore 

Merriam (2009) explains that can be examined by triangulations, the interpretations of 

different characters that are being interviewed or observed not to mention input from someone 

outside the research who can help clarify the researchers assumption. Merriam (2009) 

describes external validity to what extent the findings of a study can be generalized or 

transmitted to other conditions. The trustworthiness of a qualitative study is regularly based 

on the credibility throughout the study; it can turn to guidelines and regulations regarding 

ethical dilemmas (Merriam, 2009) 

Concerning validity in our study, we have followed the steps explained by Svensson and 

Starrin (1996). The authors emphasizes the importance of reconnecting with the respondents 

as well as to let them go through the information that were gathered through the interview. 

This steps is important because they need see if they agree with our interpretation (Svensson 

& Starrin, 1996). The interviewees are the ones that are in the dominant position to validate 

the content of this research. As a final step we want our interviewees to be involved and gain 
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knowledge concerning the result and therefore we will reconnect with the interviewees when 

the research is final.  

3.8.2 Reliability  

According to author Jan Recker (2013) reliability portrays to what extent a variable or a set of 

variables is consistent in what it is intended to measure. Reliability can be measured or 

evaluated by repeating the measurement (Wallén, 2008). Reliability can be improved if the 

researcher obtains detailed notes by recording interviews (Creswell, 2013). Yin (2014) argues 

that a method to increase reliability is to operationalize several steps in the execution of the 

study. Merriam (2002) argues that this is a problematic concept because people tend to 

change opinions and attitudes and are therefore not static but fickle. Further down the author 

critical of the reliability of a study as results generated is a function of the respondent and the 

researcher conducting the study, the requirements for reliability is not achieved in this type of 

study. The author argues that a new study that gives new results do not necessarily reject the 

earlier study. Creswell (2013) explains that reliability often refers to the stability of responses 

to multiple coders of data sets. Merriam and Tisdell (2016) explains the meaning of reliability 

as to which extent research findings can be replicated, this means is the study is repeated, will 

it show the same result? Reliability can sometimes be problematic in the context of social 

science because the human behaviour is never static (Merriam, Tisdell, 2016). In quantitative 

research the research will be repeated many times to ensure absolute accuracy so the same 

result are obtained under the same conditions each time to be considered reliable (Wisker, 

2009).  

 

Qualitative research can be difficult to maintain the reliability due to the behaviour of the 

interviewee, experience and the different circumstances (Merriam, 2009). The author 

highlights the importance that the reliability can be strengthen by the connection to the 

theoretical framework in relation to the results (Merriam, 2009). During the entire process of 

the research we have interlinked the empirical data with the theoretical framework, which is 

the foundation of the study. Silverman (2004) discusses the issue of increasing the reliability 

by recoding interviews and also attaching the interview guide as an appendix. 

 

3.9 Method of data analysis  
When examining the collected data, it is highly important to use the right techniques in order 
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to be able to present the fundamentals of the study (Fejes and Thornberg, 2009). Further on 

the authors’ highlights the significance of processing the gathered material in order to be able 

to gain a result the qualitative research is build on. By disintegrating the data and organizing 

them the researches can find patterns that are common for the case firms. Merriam (2009) 

propose that data analysis begins when you started gathering information and starting to 

formulate questions to be able to categorize the answers from the interviewees. In this thesis, 

gathering data have been done after each interview where comparisons have been made 

regarding previous interviews. This has been conducted as Merriam (2009) suggested, 

comparing the result of each interview in order to gain higher validity and reliability. Further 

on the author discusses that the analysis of data is the most difficult part in the research to 

analyse due the large amount of data that needs to be processed. We have conducted the 

categorization in relation to the theoretical framework were we have conducted several topics 

and divided the answers from our respondents. This has led to us being able to see common 

traits in each topic. This has also created a connection between the theoretical framework and 

the empirical data in the analysis. 

4. Ethical considerations   
When conducting our interview with our case firms we mentioned and suggested the 

opportunity of being anonymous during the interview due to the sensitive information that 

might be discussed during the interview. Before the interview, we made sure that our 

interviewees had the chance to see the question in forehand to later on determine the 

possibility of the interview. Not to mention we also made it clear for our participants the 

reasons behind the interview and who would be able to take part. This gave the interviewees 

the chance of preparing and also declining answering questions for various reasons. During 

the interviews we wanted to make sure that our interviewees felt comfortable and therefore 

decided to let them chose the phase of the interview. To ensure the validity and reliability on 

our research we asked for permission to record the interviews so no information will be left 

out, added or misunderstood. At the end of each interview we gave the interviewees the 

opportunity to read through the empirical data for final approval. 
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4. Empirical data 
___________________________________________________________________________ 

We will collect our empirical data through interviews with our respondents. We will have 

several interviews with different respondent in different areas to able to answer our research 

questions. 

___________________________________________________________________________ 

4.1 Nordea AB 

Vaidotas Lenktys is the Head of Strategy and Management Support in the Baltic countries. 

Lenktys has been working for Nordea during the last three years.  

4.1.1 Diamond model and business environment  

Nordea AB entered the Baltics around 20 years ago. At that time the Baltic market was open 

to growth and the banking system was not highly penetrated. The decision was made long 

time ago and not by Nordea AB in Lithuania and the branch in Lithuania did not have time to 

reflect over the decision. Many other Scandinavian banks were interested in the opportunities 

around the Baltic Sea. The strategy would reflect the European banking system when it comes 

to long-term strategy to be able to expand around the Baltics. With the help of Michael 

Porter’s diamond theory Lenktys (2016) was able to identify the different factors that 

impacted the internationalization process. Changing from planned economy to transition 

opened up new opportunities both for the countries and Nordea AB. A new market opened 

and it was market that has not been penetrated by any other foreign banks or any foreign 

activity. Nordea AB saw a chance and invested in the market share. There was an intention to 
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attract foreign investment in order to achieve a “know-how” and stability in the banking 

sector. The banking sector is crucial to the economical growth and sustainability. It was 

important for the government to be able to attract foreign players in order to raise the business 

culture. The structure of the economy was one of the main factors that have played a major 

role in the internationalization process. The factor that played the least important factor was 

the related and supporting industries. The Baltics was not an economical central.  

4.1.2 Transition economy  
Looking at the Baltic States in general there are some similarities and differences according to 

Lenktys (2016), there are similarities in the historical point of view, similar cycle of 

economical, political etc. development. But of course they are still different countries with 

their own governments and legislations and from that point of view. Despite having common 

EU legislations the local implementation is different in comparison with Estonia and Latvia. 

Looking at the Baltic States it can be considered as one market. The various countries in the 

Baltics are developing in the same direction but they may choose different strategies and 

decisions depending on the maturity in the market and the competitive environment. Lenktys 

(2016) suggest that main difference between the markets is the business structure of the 

market.  

Changing economy was an obstacle to a certain level, if you would compare the maturity 

level with the banking sector in a Scandinavian country there is total different system. The 

demand for the products offered by Nordea AB was not know by the public. Therefore they 

had to educate people to be able to establish the products. The biggest challenge would be that 

you offered products and services that are adapted to a quit developed market. Therefore 

sometimes there was no demand for the process. It took time before the system started 

growing by lending money and etc. Lenktys (2016) explains that it was challenge to find 

products that could satisfy the customers and at the same time educate the market.  

4.1.3 Networks 

Lenktys (2016) refers Nordea AB as the international among others. Nordea AB is already 

active in four Scandinavian countries and having international branches around the world for 

example: Singapore. On a customer level Nordea AB in Lithuania keeps a close contact with 

the Swedish branch explains Lenktys (2016). Nordea AB was able to internationalize to 

Estonia and later on moved to Lithuania and Latvia. Lenktys (2016) can only speculate about 

the reasons behind the choice to internationalize to, it could have been because of the 



 

 38 

geographical distance to Finland, the maturity level in the country etc.  

4.1.4 Internationalization process 

According to Lenktys (2016) there were probably some experience about the Baltic market 

but it is difficult to comment on since it happens such a long time ago. But it was difficult for 

our correspondent to answer since he has only worked for Nordea for three years. Nordea AB 

approached the Baltic through “organic growth”; organic growth means using different type 

of activities, hire employees, serving customers, growing year by year by expanding and 

giving more loans to the customers. This means that you rather grow organically rather then 

by acquisitions and mergers. By establishing branches though this approach Nordea AB was 

able to start growing. Through the organisations point of view Lenktys (2016) there is not 

much experience around the Baltic market. Further on Lenktys (2016) that through organic 

growth and by entering the market there was no need for a local bank. Later Nordea AB was 

able to buy an already existing bank. The history has shown Nordea AB that through an 

organic growth Nordea AB was able to use the same internationalization process for the 

various countries in the Baltic States. The only difference is the timing, the countries had 

different maturity level and that had an impact on the internationalization process.  

Further on Lenktys (2016) explains that the similarities and differences affected the 

internationalization process in different ways, Nordea’s internationalization process started in 

one country at a time. In the beginning Nordea AB used an “umbrella method” covered by the 

top management down to the Baltics. The business in the countries was growing differently 

which affected the internationalization process for Nordea AB. Later on Nordea AB decided 

on to build a more Baltic government structure in order to achieve a more harmonized process 

in system. The business in the Baltics can be managed as one business  

4.2 SEB AB 
Peter Axelsson is a Senior Financial Analyst for SEB AB, Axelsson has had previous 

positions as a project manager and CFO of SEB in Ukraine. Peter Axelsson has worked with 

Nordea for approximately eight years. 

Ainars Ozols is head of HR in the Baltic division, Ozols has also had the position as the 

country manager and president of SEB AB in Latvia. Ozols has been working with SEB for 

approximately nine years. 
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4.2.1 Diamond Model and Business environment 

Axelsson (2016) mentions that there were numerous reasons to why SEB AB chose to enter 

the Baltic market. Some of the reasons were the potential growth of the Baltic market; the 

independency, the financial crisis in east Europe and etc. On the other hand the Axelsson 

(2016) mentions the demand conditions as important. The interviewee states that banking 

services were demanded in the Baltic States in the same time, as capital was important for the 

countries. The supporting industries were the Swedish clients operating in the Baltic States 

and the assumption that more Scandinavian firms would enter the markets later on (Axelsson, 

2016). The rivalry to some extent existed due to the multiple banks operating within the 

market according to Axelsson (2016). According to the interviewee the chance occurred when 

the Soviet Union collapsed and when the Russian crisis hit the markets. The least relevant 

factors according to Axelsson (2016) the government was not important during the time.  

Axelsson (2016) states that the factor conditions did not have any importance when deciding 

which market to enter, on the other hand the factor conditions affected the later investments 

due to the high education level and the high IT knowledge.  

 

According to Axelsson (2016) there are similarities between the three countries; the 

legislation is fairly similar between the countries which means that if they have an issue in 

Latvia for an example the issue will occur in Estonia and Lithuania as well. On the other hand 

Axelsson (2016) also mentions that differences also can be found, examples of these can be 

that Estonia is close to Finland, Latvia has a high population of Russian people, Lithuania on 

the other hand has a lower presence of Russia. Another difference that Axelsson (2016) 

mentions is that Estonia and Latvia were faster to adapt to the European standards in 

comparison to Lithuania. Another difference between the countries was the maturity level in 

the beginning of the independency and today, Ozols (2016) states that milestones such the 

high speed of the Estonian markets development. Another milestone worth mentioning 

according to the interviewee was the introduction of the Euro currency; Latvia and Lithuania 

followed the steps of Estonia. Axelsson (2016) states that the differences did not have any 

larger effect on SEB’s AB internationalization process, except of the competition to the rival 

Swedbank. Ozols (2016) mentions that banking depends on ratings and models such as credit 

rates. Axelsson (2016) states that the Estonian division has been more beneficial due to the 

fast growth of the banking systems in comparison to Latvia and Lithuania.  
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According to Axelsson (2016) the legal landscape changed a lot in comparison to the Swedish 

landscape so some minor issues had occurred during the internationalization to the Baltics. 

But on the other hand the countries are small which has resulted in a quicker progress of the 

economy and market itself (Axelsson, 2016). Ozols (2016) states that the governmental 

institutions had a higher allowance regarding regulations and laws during the transition 

process due to the fact that the market where new economies without any experience.  The 

interviewee mentions that the legislation and supervision authorities where at early stage, with 

low experience and more questions than answers on how to regulate the rules. Ozols (2016) 

mentions that the laws later on got changed due to the fact that the countries joined the 

European union, on the other hand the countries did not have any experience on the new 

regulations until a crisis hit or when the economy stops growing. Ozols (2016) mentions that 

the corruption was higher in comparison to other economies in the world but it did not 

become any complication. 

 

4.2.2 Network Model: 

Axelsson (2016) states that the business strategy is to follow the customers, in this case the 

customers entered the Baltic States before SEB AB. This contributed with knowledge but also 

with business links according to the interviewee. Except from the clients entering the Baltics 

the knowledge and experience of the Baltic’s and it’s banking sector was very limited 

(Axelsson, 2016). Ozols (2016) claims that the Swedish personnel that started working in the 

Baltic sector of SEB AB did not have any experience of the market. On the other hand SEB 

AB had some native Latvian that were Swedish citizens placed in the supervisors board that 

had some Baltic experience even though they had spent all their lives living in Sweden. 

According to Ozols (2016) the reason to why the native Latvian’s where in charge of the 

Baltic sector due to the fact that they could understand the culture in a better way.  

 

According to Ozols (2016) SEB AB was categorized as an early starter when 

internationalizing to the Baltic States. During the 90’s SEB was early to enter the Baltic 

markets according to the interviewee. Axelsson (2016) states that the other categorizations of 

the Network model do not fit SEB AB during the time of internationalization. Ozols (2016) 

describes that the clients operating in the Baltics created a bridge for the bank to enter easily 

into to country but the relations were distant. Axelsson (2016) states that the clients that 



 

 41 

moved to the Baltics where reliable enough to enter the markets, on the other hand SEB AB 

also gained private customers and SMEs as clients.  

4.3.3 Internationalization Process 

The reason behind the internationalization to the Baltic States according to Axelsson (2016) 

from a Swedish perspective was that the Swedish banking sector at the time of did not have 

any growth at all. The interviewee states that firms always look after growth opportunities in 

order to gain profit. The second reason was that since the Soviet Union collapsed and the 

states got independent the Baltic market had a huge growth potential. The geographical factor 

also played a role due to the short distance between Sweden and the Baltics (Axelsson, 2016).  

Axelsson states that the reasons above were the main reasons to the internationalization. 

Ozols (2016) on the other hand explains the reason to why SEB AB internationalized from a 

Baltic perspective. According to Ozols (2016) SEB started investing in the Baltic States after 

the Russian crisis in 1998, the interviewee continues with explaining that local banks were 

suffering from loses and shortage in resources. Ozols (2016) states that a bank needs to have 

strong ownership in order to survive the crisis; with this the interviewee was stating that there 

has to be enough resources to get by the tough times and this was considered as a reason to 

why SEB entered the Baltic market from a Baltic perspective (Ozols, 2016). 

 

The differences and similarities of the markets did not affect the internationalization process 

in a wide content, however Axelsson (2016) states that SEB AB had to adapt to the countries 

development. The interviewee mentions that it’s hard to keep track on the differences, this is 

the reason to why SEB AB has tried to have a similar approach to the countries instead of 

having a different internationalization process for each country. Axelsson (2016) states that it 

is of high important to have the same strategy for the whole Baltic market due to the reason 

that the top management in Sweden have a better understanding of what’s going on. Another 

reason according to the interviewee is that the Baltic division only stands for 10% of the 

incomes; by having the same strategy it is easier to track the movements and the prosperity of 

the banks in the three markets.  

 

Ozols (2016) states that SEB AB was able to use the same approach when entering the three 

Baltic markets, the bank investments in the three markets were similar to each other. 

According to Axelsson (2016) the approach was made by buying minority shares in already 

existing banks to later on divide the shares equally with the other bank to later on become full 
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owners. Axelsson (2016) sees it as a step-by-step process. Ozols (2016) states that SEB 

entered the three markets during the same time period. 

4.3 Swedbank AB 
Johan Rosén is the head of editorial office & channels, previous positions Rosén has had is 

Head of risk control, head of credits, head of risk control and compliance division in the 

Baltic banking, Russia and Ukraine and Program manager. Rosén has been working with 

Swedbank for approximately eleven years. 

4.3.1 Diamond model  

Estonia was the natural choice when deciding to internationalize to the Baltic States, Estonia 

was quickest on reforming the legal systems and the financial systems. This made the trust 

bigger when it comes to the governmental institutions; trust in the legal systems, trust in the 

financial institutions, higher than it was in the other countries according to Rosén (2016). This 

trust also contributed to the success of Hansabank that lead to the other acquisition in Latvia 

and Lithuania. Rosén (2016) stated that Estonia had the advantage of being quicker and better 

at doing the reforms after 1991. The educational system was of high grade that also reformed 

quickly after 1991which resulted with highly educated people, the education in Lithuania is 

also viewed as very important, Latvia on the other hand can’t compare to the rest of the 

countries according to Rosén (2016). The human resource factor was important when 

selecting Estonia as the market to enter.  

 

Rosén (2016) also states that the education almost has a religious view in Estonia, everyone 

wanted to become the best that resulted with highly educated, highly committed and 

competitive, which became a reason to the investment in Hansabank and Estonia. The main 

factor to why the Baltic States became interesting was because of the chance that occurred 

when the countries got independent, the new market economy was the main factor to the 

internationalization and to the choice of market. According to Rosén (2016) the least relevant 

factor was the demand conditions, due to the reason that no one wanted any saving products 

due to the lack of the money. The economical thinking amongst people was short sighted, 

during time it has become longer which makes the services relevant. The demand during the 

internationalization time in the Baltics was the ability to borrow money from a bank where 

the customers could find trust; this was the Hansabank (Rosén, 2016). All the factors have 

impacted the choice of market and to choose the right country to enter, in other words which 
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country had the most advantage on luring foreign investors. According to Rosén (2016) the 

firm strategy and the rivalry was the least important factor.  

 

The financial systems of the Baltic States grew to fast, this was not a problem during the 

internationalization process but became a problem when the financial crisis hit in 2009. The 

crisis was managed differently in the three states with the reason to the different political and 

infrastructural shapes the countries where in. Latvia for an example could not handle the crisis 

in a good way that made the country lower the salaries and so on according to Rosén (2016). 

There were no bigger complications with the business environment and the fact that it was a 

transition economy when operating in the Baltics in the beginning.  

 

4.3.2 Business Environment and Transition Economy 

 
Swedbank AB had been following the Baltic States from the time the countries got 

independent in 1991, due to the reason that Sweden was so close to the Baltics it was to keep 

updates on what was happening in the market according to Rosén (2016). The political 

environment and the socioeconomically environment during the time of independency made 

Sweden invest in the countries with the reason to help the Baltics get the economy going and 

fully separate from the Soviet Union. As mentioned Swedbank AB made financial 

investments during the same time with the reason to show support and belief, but in the same 

time see the economical development.    

 

Our interviewee states that the three countries in the Baltic States are completely different to 

each other; there are no similarities than the history they share. The NATO membership, EU 

membership and the same currency they use are the only similarities that the countries have 

for the moment. The countries are very separated when it comes to culture, Rosén (2016) also 

mention that Latvia is the most Russian of the three countries; the business culture is a mix of 

Russian and German. Rosén (2016) continues with stating that the fact that they are three 

different countries have to be respected if conducting business in the Baltic market, other wise 

it is easy to run into problems due to the fact that it’s not possible to run operations in the 

same way.  On the other hand it is possible to run an operation where the same product, 

infrastructure, business idea if implemented differently it’s possible to succeed. Estonia today 

is one of the most advanced countries in terms of electronic signatures and electronic identity 
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(Bank id). Lithuania on the other hand is has a large grey economy and cash management in 

the world of developed economies.  

 

The trade patterns are also different; Lithuania trades mostly with Belarus Russia and Poland 

whilst Estonia trades with Germany and Russia. The internationalization process was 

impacted in the way that it got slower, according to Rosén (2016) Swedbank AB had trouble 

with understanding that it was three different countries due to the fact that the countries are 

very small and looked as a region instead. Our interviewee mentions the small population and 

the noise the countries made, especially from Estonia. If looked at from an investment point 

of view the countries and the economies are to small which means that the business would be 

to small according to our interviewee. Rosén (2016) mentions that in order to get the right 

attention, survive, develop and prosper the countries have to combine forces. The countries 

need to get the tools and needs developed to adapt to the customers, in order to achieve that 

by combining forces it becomes possible. Rosén (2016) mention that Swedbank AB would 

not invest on anything that one nation wants; instead a combination makes it profitable and 

reasonable. On the other hand when combining Rosén (2016) states that the countries are 

three different markets, legal systems, political systems, socio-economical systems that makes 

them completely different. This is the major dilemma according to Rosén (2016) and the 

winner of this situation would be the bank that handled this dilemma most effectively. Rosén 

(2016) states that today it is easier to manage the Baltic States due to the reason that they use 

the same currency (euro) as mentioned before.  

 

4.3.3 Networks 

According to our interviewee Swedbank AB is considered as early starters according to the 

network theory, Rosén (2016) states that they had that position due to the financial 

investments mentioned earlier. On the other hand Swedbank AB also considered themselves 

as late starters due to the fact that they bought the shares of Hansabank later. Rosén (2016) 

they were early with the first strategy and late with the second strategy, they where as early as 

one could be after the independency. Our interviewee mentions that the national identity and 

the fact that the bank was not fully owned of a foreign bank were seen as an important factor 

to the growth of Hansabank. Hansabank stood for growth, entrepreneurships, new idea’s 

which was important for the population due to the reason that it was something new in 

comparison to the old communistic way. Rosén (2016) recognized it as a timing issue; 

Swedbank was early and did not follow the behaviour of any other bank. Today Swedbank 
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AB has the largest market shares in the banking industry, a dominating position in Estonia 

and Latvia but positions themselves in the second place in Lithuania. Rosén (2016) mentioned 

that Swedbank had business relations to the Baltics through their customers that imported and 

exported with the Baltic States. Most of the imports to Sweden were wood and etc. so this 

made Swedbank AB follow their customers that gave knowledge and understanding of what 

was going on in the Baltics, but also from the economical view. Rosén (2016) states that 

Swedbank knew what they were going into through connections in Finland also and by 

following the steps of Hansabank in the beginning. The network between Swedbank and 

Hansabank later on created bridges to connect to other banks and being able to penetrate the 

rest of the Baltic market (Rosén, 2016). 

4.3.4 Internationalization Process 

According to Rosén (2016) the internationalization strategies changed over time, Swedbank 

AB had a period when the company operated under another name ¨Föreningssparbanken¨. In 

the beginning of the 90’s Swedbank AB mostly did financial investments into other financial 

companies in the Baltic States. The reason according to Rosén (2016) was that they believed 

in, shared values to some extent and liked the approach. Our interviewee states that they could 

understand the business and a big plus was that they were in Swedbank’s AB reach 

geographically, due to the reason that the bank already had investments in countries such as 

Finland, Germany, Denmark. Swedbank’s AB aim with the financial investments was to have 

a larger corner position in order to receive dividend and other means of incomes from these 

investments. Rosén (2016) mentions that the policy later on changed when Swedbank AB 

decided that they did not want to be involved in a large number of investments, our 

interviewee stated that it was either to penetrate the market as a full owner or to back out. The 

investments started around the mid 90’s and in the end of the 90’s Swedbank AB owned the 

majority of the shares of Hansabank. Later on in 2005 Swedbank bought all the shares in 

order to fully own the Baltic bank which became a subsidiary under the old name Hansabank. 

Rosén (2016) states that this approach was similar to the investments Swedbank AB made in 

Russia and Ukraine even if it was two different investments. Swedbank AB acquired the 

Russian market by buying Hansabank. Ukraine on the other hand was different investment, 

Swedbank AB invested by them selves. The main reason of the investment in Ukraine, Russia 

and the Baltics was to gain growth. Rosén (2016) states that Swedbank AB as an institution 

believed in the Baltic States, the economic prosperity and the systems which made the 

decision to invest. 
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The approach of the Baltic markets in the beginning was by investing financially and putting 

trust on the local management of the new market. Rosén (2016) states that they did not have 

the same behaviour as other banks use, replacing the local management with personnel from 

Sweden for an example in order to have a better control when it comes to the decision 

making. The approach was totally different even if it had it’s pros and cons according to our 

interviewee, the pros was the people that had invested a lot into the company and has informal 

leadership and networks to the society. The cons was that there can be a lack of control, 

Swedbank tried to monitor the movements within the company at the same time as leaving a 

lot of room and trust in the local management. Swedbank had few people on sight from 

Swedbank AB; Rosén was one of the first senior managers that moved to the Baltic States in 

2010. In short words, the approach was done by first investing and later on buying the 

existing banks to become a big player on the Baltic banking market. 

 

Rosén (2016) stated that it was both possible and impossible to use the same approach when 

entering the Baltic Markets, as long as it was Hansabank Rosén (2016) mentions that it was a 

holding company in Estonia with subsidiaries in Latvia and Lithuania. The Estonian bank 

Hansabank that was owned by Swedbank acquired the Latvian and Lithuanian banks. 

Splitting the subsidiary groups that are legally owned by the mother company Swedbank AB 

in Sweden changed the approach. In comparison to Nordea according to Rosén (2016) 

Swedbank has subsidiaries in the Baltics instead of having branch offices. 
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5. Analysis  
___________________________________________________________________________ 

In this chapter the empirical data will be analysed in relation to the theoretical framework 

presented in previous chapter. Each section of the analysis will be divided according the 

conceptual framework. We will discuss the similarities and differences between previous 

research and empirical findings. 

___________________________________________________________________________ 

5.1 Competitive advantage of nations 
According to previous research made by Engwall and Wallenstål (1988) Swedish banks has 

shown a pattern, the pattern is that most of the Swedish banks uses the same way to 

internationalize as their rivals. According to Michael Porter’s diamond model (1990) the 

competitiveness of nations can be evaluated in order to enter the right market. The factors in 

the diamond model that are mentioned earlier have been taken in consideration when the 

banks internationalized to the Baltic States. According to Rosén (2016) one of the main 

factors that determined Estonia, as the first market to enter was the factor conditions, the high 

education level and the well educated population that attracted Swedbank AB. The least 



 

 48 

important factor for Swedbank AB was the firm strategy and rivalry, due to the reason there 

was no rivalry at the time. According to Porter (1998), competition between firms increases 

the pressure on creating a better product or service. Swedbank AB saw no competition and 

therefore had no need to focus on the rivalries. We believe that a market without competition 

will result in a slow growth rate. Other factors that were important: the chance, government, 

relating and the supporting industries. The reason to why they were important was because 

the government reformed in a good and quick way, the chance to enter occurred and the bank 

that Swedbank AB invested to help with the cultural differences. On the other hand the 

demand condition in the Baltic States was very low overall which resulted in a low rivalry 

within the banking sector.  

  

Rosén (2016) explains that when Swedbank AB felt confident enough they were able to enter 

the Latvian and Lithuanian market. Lenktys (2016) from Nordea AB shared the same idea of 

entering the Estonian market due to the countries maturity level and the economical 

development. The diamond model factors according to Lenktys (2016) from Nordea AB 

where not so important when Nordea AB made the decision on which country to enter in the 

Baltic market. Lenktys (2016) mentioned that the most important factor was the chance and 

that there was a demand for banking services in the three markets. Nordea AB entered Estonia 

first to later on move to the two remaining countries Latvia and Lithuania. SEB AB entered 

Lithuania in 1998, the factors that were important according to Axelsson (2016) where the 

demand conditions, related and supporting industries, rivalry and chance. The least important 

was the factor conditions and the government.  

 

In accordance with Smit (2010) customers want to follow global trends. We believe that 

factor- and demand condition was important to both Swedish banks and the Baltic States. The 

Baltics were going through a transition that were crucial for the citizens and Swedish banks 

saw a demand that they had a solution for. More Swedish banks were able to enter the Baltic 

market due to the increasing demand and it was new markets that haven’t been penetrated.  

The  

 had the chance factor as the main factor; the reason to this is because the Baltic States got 

independent from the Soviet Union as mentioned. The opportunity occurred and the market 

was free to enter. According to Lenktys (2016), Nordea AB saw a chance and an opportunity 
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by entering the Baltic market. Porter (1998) describes the chance factor as events that occur 

outside the power of the firm and these powers can create a gap that needs to be filled. 

Mehrizi and Pakneit (2008) states that the chances that occur can be a result of political 

changes, change in the demand, inventions etc. We get the impression that all the Swedish 

banks knew about the Baltic States but waited for the time to enter. The Swedish banks saw 

the transition as chance and decided to enter because of the many opportunities that followed. 

When analysing the empirical data we can see one important aspect that all banks had in 

common and that is to wait until they saw the right opportunity. The banks entered the market 

slowly, by investing in the financial sector, buying shares in the local banks and investing in 

smaller banks. With their knowledge they were able to help the local banks on how to grow 

and how to offer different solutions for the customers. We believe that all Porter’s factors 

(1998) were important to some extent and the importance of the factors varied from bank to 

bank. For Swedbank AB the most important factor for them was the factor condition, they 

focused on high education, human resource, technological development etc. These factors led 

Swedbank’s AB to Estonia, Estonia was the first country in the Baltic to transit; this made it 

the country decision easier for Swedbank AB. We can see that Nordea AB shared the same 

opinion on why entering Estonia first. This is interesting for us due to the fact that we can 

draw an assumption that Nordea AB followed Swedbank AB into the Estonian market. SEB 

AB  

5.2 Business environment and transition economy  
Estonia, Latvia and Lithuania were countries under transition during the time Swedish banks 

entered the markets. An economy in transition according to Estes (2007) is when the 

economical structure shifts from a command economy to a free market economy. During the 

transition the business environment changes that affects the firms existing and the new that 

enter. Meyer et al. (2008) explains that socio political changes and changes in the institutions 

occur during the transition which shapes a new business environment. Lenktys (2016) from 

Nordea AB states that the business environment to some extent is the same in the three 

countries but there are differences such as the development and legislations. To some extent 

we think that Nordea AB felt that the business environment was safe and good enough to 

enter. On the other hand Nordea AB followed Swedbank AB to Estonia, we think that it made 

the decision easier to which market to enter first. SEB AB on the other hand entered Latvia in 

the beginning in comparison to Nordea AB that followed Swedbank AB. Ozols and Axelsson 
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(2016) from SEB AB have the same opinion on the Baltic business environment, Ozols 

(2016) also state that the governmental institutions had a higher indulgence during the time of 

transition due to the low experience.  Rosén (2016) from Swedbank mentioned that the 

business environment during the time got Swedbank interested and was resulted in 

investments to Estonia in order to help the economy. Garbaldi et al (2005) states that the 

foreign investments influence the economical development when a country is under a 

transition process. 

We believe that the business environment in the Baltic States was manageable for Swedish 

companies during the time of internationalization. The main reason was because the Baltics 

are close to Sweden that made it easier to understand and to keep an eye on. However we 

believe that the banks used the investments in the beginning as safety precautions in order to 

see if the banking sector would succeed. As the interviewees mentioned the business 

environment could be similar to some extent in the Baltics, we think that this makes it easier 

for the banks to adapt to the three different countries, which is a benefit due to the small 

adaptations that need to be achieved. Another pattern that we can see is that the banks use the 

same approach to enter the markets; this behaviour can be linked to the business environment. 

The legislations and etc. were not tested during the 1990’s; this is the reason to why we think 

that the banks just invested instead of being full owners due to the unknown market and 

business environment. The banks later on became full owners of the banks they invested in 

which shows that they were determined and believed in the Baltic banking sector.     

5.4 Network, knowledge and commitment 
 As mentioned in the theoretical framework Johanson and Vahlne (2009) state that the 

internationalization process can be seen as a web of networks, where the web works as a link 

that connects firms to other firms. Networking and interacting with other firms can gain 

experiential knowledge for both parties according to Blomstermo et al (2004).  Lenktys 

(2016) from Nordea AB mentions that there was no specific network that connected the bank 

to the Baltic market expect of the fact that Finland is very close to Estonia. Nordea AB was 

present in all the Scandinavian markets during the time of internationalization to Estonia; 

which resulted with some connections to the Baltic markets. We believe that the short 

distance to Estonia from Finland helped Nordea AB with networks and knowledge on how the 

market works. Lenktys (2016) mentioned that the knowledge Nordea AB had on the Baltic 

market and Estonia was low. We do not believe that the small distance between Finland end 
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Estonia played a major role when it comes to networks and relations. However it may have 

helped gaining some general information about the market and so on. When Nordea entered 

Estonia we believe that the employees and managers on place built the knowledge and bridges 

to enter Latvia and Lithuania.  

 

Axelsson (2016) from SEB AB on the other hand mentioned that the clients and customers 

created the network that contributed with some knowledge and links to the Baltic States. 

Ozols (2016) mentions that the lack of knowledge and experience of the Baltic market also 

was noticeable from the Swedish personnel that worked in the Baltic sector of SEB AB. 

When it comes to SEB AB we can see that the customers helped with knowledge but also 

with the determination of entering the Baltic market. By following it’s network to the new 

market SEB AB gained on it in the same time as the network was used to enter the rest of the 

Baltic countries. We believe that the bank SEB invested in contributed with most of the 

knowledge in the same time as it built the web of networks. By analysing the empirical data 

we can se that Swedbank AB used the network in the same way as SEB AB, Swedbank AB 

had clients that traded with the Baltic markets and that later on entered the market. By using 

the network in Finland and by following the steps of Hansabank that Swedbank AB invested 

in it became able to gain knowledge on the markets. According to Rosén (2016) Swedbank 

AB gained most experience during the first investment made in Hansabank in Estonia. The 

knowledge increased during the time and by using the network with Hansabank Swedbank 

AB was able to enter Latvia and Lithuania. The Swedish banks have to some extent used their 

networks in the same way in order to gain knowledge and advice on the market that they will 

enter. We think that this is a good way of using the existing network to later on build bridges 

to new networks to later on enter the rest of the Baltics. We think that the main reason to why 

the networks to the Baltic states where low during the time was that the countries were under 

a transition process. How ever we think that the explanation from Nordea AB was short which 

is understandable due to the short time the interviewee had worked for Nordea.  

 

Håkanson and Snehota (1995) mention that the resources within the network can be used in 

different ways as mentioned in the theoretical framework. What we can see when analysing 

the empirical data is that the Swedish banks that entered the Baltic markets had the resources 

needed. The banks that the Swedish banks invested in the beginning gained in terms of 

resources from the network they have entered.  
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There are three ways of internationalization through network, the first way is international 

extension, the second is by penetrating and the third by international integration according to 

Johanson and Mattson (1988). By following the three ways of internationalization that 

Johanson and Mattson (1988) mentions we can se that Nordea AB, SEB AB and Swedbank 

AB penetrated the market. We can see this behaviour because the banks increased the 

resource commitments in order to later on become full owners. The involvement got bigger 

and developed the Baltic banks in order to succeed on the market to later on become fully 

owned by Swedish banks. We think that they have used the networks and the relations in 

almost the same way when entering the Baltic market. 

 

 Johanson and Mattson (1988) state that there are four categorizations when using the 

internationalization process of networks, the early starter, the late starter, the lonely 

international and the international among others. Hollensen (2011) describes the early starter 

as having a low degree of internationalization on the market level and the firm level, the late 

starter is described as having a low internationalization on the firm level while it has a high 

level in the market.  The lonely international has a high firm level of internationalization 

while the market degree is low; the international among on the other hand has a degree of 

internationalization on both levels according to Johanson and Mattson (1988).  Lenktys 

(2016) stated that Nordea AB would be positioned as the international among others during 

the time of internationalization. To some extent we think that the positioning of Nordea AB is 

correct, the bank had been active in other countries that means that they had a broad 

connection of customers.  Johanson et al (2002) mentions that when a firm is positioned as the 

international among others it is likely that the firm spies in order to act in the same way. By 

analysing the empirical data we can see that Nordea AB has followed the steps of Swedbank 

AB to some degree. 

 

 Rosén (2016) stated that Swedbank AB positioned as early starters when investing in the 

Baltic States due to the lack of knowledge, and late starters when it came to become full 

owners of Hansabank. Our answer was not fully answered, we think that Swedbank AB also 

would position as the international among others. The reason to why we think this way is 

because the internationalization firm level was high as the market. Swedbank AB was the first 

Swedish bank to enter the Baltic States, we think that it’s hard to be mimetic on how other 

banks have internationalized. Swedbank AB laid the foundation of Swedish banks in the 

Baltic States. SEB AB could be positioned as the early starter according to Axelsson (2016) 
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and we think that the positioning is correct to some extent. The knowledge was low and there 

where no specific network to rely on when internationalizing to the markets. We would also 

position SEB AB as the international among others due to the reason that they have entered 

foreign markets before and some knowledge should exist in the network.  

 

In the first Internationalization process made by Johanson and Vahlne (1977) the commitment 

was divided into two main factors as mentioned in the theoretical framework. The first factor 

was the amount of resources the firm committed and to which degree the commitment was. 

The second factor is about high commitment and resources that get interweaved with other 

parts of the firm in relation to the amount of resources that can be connected to the size of 

investment (Johanson and Vahlne, 1977). By analysing the empirical data we can see that the 

commitment was high from all the three banks we have studied, Swedbank for an example 

showed the commitment when investing in the beginning of the transition process in order to 

help the economy get on track. The fact that the banks operate in the markets yet today shows 

that the commitment in the beginning of the internationalization paid off and that it has been 

profitable to some extent according to our four interviewees from the three banks. 

 

Positioning the banks according to the network model’s four categorizations did not go as we 

planned however we got answers that we could analyse. As we can see the banks had 

previous knowledge of internationalization and to some extent networks that entered the 

market during the same time or after. The Swedish banking sector froze by not developing at 

all during the time that made the decision relevant for the banks to enter new markets in order 

to expand. We can conclude that the Nordea AB, SEB AB and Swedbank AB almost had the 

same positions when entering the Baltic market even if the timing was different. The 

networks that existed shared knowledge in order to make it possible. We can clearly see that 

the banks did not internationalize by using the networks even if the network later on may have 

helped during the expansion in the three countries. 

 

5.4.1 Entry modes 
 
When internationalizing the choice of entry mode is highly significant as the firm has to 

consider differences in culture, legal framework and political environment in accordance with 

Cavusgil et.al. (2002). Furthermore the Uppsala internationalization model is of importance as 

the knowledge provided by others will affect the depth of commitment (Johanson & Vahlne, 
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1977; Johanson & Vahlne, 2009). Considering the case firms’ choice of entry there has been 

different variables affecting their choices however, a common factor for all of the firms has 

been the utilization of local partners. With the help of the relationship between the firm and 

the local partner they can help decrease the uncertainties, as they become the link towards the 

Baltic States. 

Nordea AB established them selves by investing in market share to later on start up a branch 

in Lithuania. On the other hand SEB AB followed the customers to Latvia, the bank saw that 

there was a increasing demand and 

 that more customers were interested in SEB AB. Rosen (216) states that the approach of the 

Baltic markets in the beginning was by investing financially and putting trust on the local 

management of the new market. Further on Rosén (2016) explains that they did not have the 

same behaviour as other banks use, replacing the local management with personnel from 

Sweden for an example in order to have a better control when it comes to the decision 

making. Rosén (2016) clarifies that that Swedbank’s AB understood the business and that 

they already in Swedbank’s AB reach geographically, due to the reason that the bank already 

had investments in countries such as Finland, Germany, Denmark. Swedbank’s AB aim with 

the financial investments was to have a larger corner position in order to receive dividend and 

other means of incomes from these investments. 

When analysing the case firms and their choice of entry mode we can tell that each firm has 

chosen a mode that has been the most suitable for that specific firm. This mainly as each firm 

operates within different industries and therefore views the significance of risks differently. 

The key factor is adapting the mode of entry in order to reduce their specific risks and 

uncertainties. The companies being in different phases of their internationalization can also 

explain this and therefore they need to apply different entry strategies as explained by 

Johanson and Vahlne (1977; 2009).  

We believe that an advantage of using this type of entry mode is that projects tend to be time-

limited which implies that the company can withdraw from the market when the project is 

finalized. This reduces the long-term commitment to the market whereas establishing a 

subsidiary would require a higher degree of commitment and involvement to the market. By 

analysing the case firms we believe that project business has been helpful to bridge the gap 

between Sweden and the Baltic States, foremost as the companies has become more closely 
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interlinked with the local partners through the projects. Working together with partners can 

also lead to the surfacing of new opportunities. This can be seen with all of the case firms as 

they have started out with relatively small local networks in the Baltics that later has been 

extended both through new possibilities and new partners.  

 

 

 

 

 

 

 

6. Conclusion  

 
___________________________________________________________________________ 
 

In this chapter we sum up the theoretical and managerial findings that we have discussed in 

the analysis. We will also answer our research question, discuss practical recommendations, 

theoretical contribution as well as recommendations for future research. 

___________________________________________________________________________ 

6.1 Answer to the research question 
The research questions of the research have been divided into one main question followed by 

two sub-questions. The main research question aims to answer, “What factors have impacted 

the internationalization of Swedish banks to the Baltic market”. To able to answer this 

question we will first answer the two sub-questions to will provide us with answers, which in 

turn will answer the main research question. 

 

Sub-question 1. What differences and similarities do the Banks perceive between the three 

markets? 
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(1) The first sub-question addresses the similarities and differences between the three 

markets. The empirical findings helped us detect that there were no major differences between 

the markets. On the other hand the literature together with the empirical data helped us find 

the similarities between the three countries. The differences that were discovered were the 

business environment, government legislations, market maturity and the diamond factors. The 

main differences led to the choice of choosing the first market. Later on differences did not 

play a major role regarding the internationalization process. The similarities between the 

markets made it easier for the Swedish banks to enter the Baltic market through the same 

approach. The fact that they were all a transition market, there was a low rivalry with an 

increasing demand of banking services. Our findings have also shown the Swedish banks 

entered the Baltic market at roughly the same time, this is the result of being a transition 

market with a low penetration from foreign investment.  

  

 

Sub-question 2.  How have the perceived differences and similarities between the countries 

impacted the internationalization process? 

 

(2) The differences and the similarities of the three countries did not impact the 

internationalization process it self, however it impacted the decision of which market to enter 

in the first place to later on expand to the remaining countries of the Baltics. Through the 

empirical findings we found that Nordea and Swedbank entered Estonia while SEB entered 

Latvia. The main reason to why Nordea and Swedbank entered Estonia was the growth and 

potential that the country had. The firms later on used approximately the same 

internationalization process to enter Latvia and Lithuania; this was possible due to the 

similarity that was found. SEB entered Latvia and within a short time the bank operated in 

Estonia and Lithuania as well. This shows us that the internationalization process was affected 

in a positive way due to the fact that it was possible to use the same internationalization 

process again with some minor adjustments due to the difference legislations and 

governments. 

 

Main research question: What factors have impacted the internationalization of Swedish 

banks to the Baltic market? 
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(3) The aim with our main question is to use the literature review and the empirical findings 

in order to draw a conclusion on what factors impacted the internationalization of the banks.   

 

The results that we received by using the diamond model and analysing the business 

environment from the banks perspective was that the main factor to the internationalization 

was the independency of the Baltic States. When the countries changed the economical 

structure they became a free market, this led to that banks and firms could be privately owned. 

The banks captured this opportunity in order to expand and gain profit in the long run. The 

countries where set with a new government, which resulted in new legislations, the 

legislations where not, tested and in the beginning the government was indulgent to minor 

wrong doings. As the economy was poor in the Baltic States the Swedish banks had the 

opportunity to invest and at the same time improve the banking sector in the Baltic markets. 

 

The entrepreneurial spirit that arose during the transition process of the countries is also 

considered as a factor according to us. Seeing how the new domestic banks developed and 

being managed was interesting to follow from a bank perspective to later acquire and gain 

profit. Another factor that we can see determined the internationalization was the low physical 

distance that made it easy to keep an eye on how the market would develop. The ability to 

enter the east European market should also be mentioned as a factor, we believe that the 

internationalization to the Baltic States during the time could be a way to enter countries such 

as Russia and Ukraine easier by having some knowledge and being present in the Baltic 

market.  The factors mentioned in the diamond model are also of high importance according 

to us; the decreasing demand for banking services in Sweden opened the eyes for the 

upcoming demand in the Baltic markets. Low rivalry at the time gave the banks the 

opportunity to be the major players in three markets during a short period of time.  The factors 

we have mentioned above can be considered as the most important factors that made the 

banks decide to enter the Baltic markets according to us. 

6.2 Theoretical implications 

Internationalization of banks is growing for every year that passes, research on what factors 

that impacted the Swedish banks to internationalize to the Baltic States has so far been nearly 

non-existing in business research. Our goal with this thesis was to partially fill the research 

gap by looking at what factors that impacted the decision to internationalizing. The factors 
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that have been used have helped us understand the internationalization process, we believe 

that this is a subject that should be studied more and taken under consideration. This research 

can contribute with new information regarding the internationalization of banks, enhance 

existing theories and give suggestion for further research for the future. We strongly believe 

that our study has led to an identification of how Swedish banks are being affected by factors 

such as Michael Porter’s factors. Through this research the similarities and differences 

between the markets in the Baltic States have been highlighted for further research. The 

majority of the research that have been made before focuses mainly on the reasons for 

internationalization of banks and other financial institutions. The aim of this thesis is to 

understand how the internationalization process has been affected and being still being 

affected by various factors that have been mention earlier in the study.  

6.3 Practical implications and Recommendations  
 
According to Aarma and Dubauskas (2011) there has only been research on banks and other 

financial institutions entering the Baltic States. The internationalization process is a 

complicated and sometimes even misunderstood and to able to internationalize in a correct 

way there needs to guidelines for future internationalization. This study shows that it is 

important that banks or firms that want to enter the Baltic market reflect on the similarities 

and differences that are found in the countries. This study has shown the importance of 

understanding the factors that impacted the internationalization process of Swedish banks to 

the Baltic States. Understanding these factors will help banks or firms determine the entry 

mode in the future when entering an emerging market or a transition economy. During the 

process of the study, an opportunity for future research was created. There is a research gap 

regarding how Porter’s factors have impacted the internationalization process of banks in the 

Baltic States and how being a transition economy had affected the process. We believe that 

we have partially filled that research gap through our study this means that there should be 

more research about the subject to achieve a final solution for the research gap. Further 

recommendations for banks or other financial institutions would be study the market and 

create a network in order to gain knowledge about the market. Our respondents have states the 

importance of creating a network and creating a relationship were both parties are committed 

to the relationship. 
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6.4 Limitations  

The main limitation in this thesis is the usage of Swedish banks that has internationalized to 

the Baltic States. The thesis does not consider any interaction between any other nation than 

the Swedish and the Baltic countries. The main point was to study two Swedish banks, one 

Danish bank and one Norwegian bank. This was not possible due to the lack of information 

according to the employees in the Norwegian and Danish banks. The focus had to change to 

Swedish banks instead which made it possible to write this thesis. 
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Appendix 1 
 
Interview guide 
___________________________________________________________________________ 

 Name:  
Title: 

Area of responsibility:  

___________________________________________________________________________ 
 

1. What were the reasons behind the internationalization to the Baltics?  

2. Did you have any previous experience or knowledge before entering the Baltic 

market? 

3. How did you approach the Baltic market? 



 

 69 

4. Was it possible to use the same approach when entering the various markets in the 

Baltics? 

5. What were the main similarities and differences between the markets? 

6. How did the similarities and differences impact the internationalization process? 

7. According to the Network theory there are four different kind of firms, these are the 

late starter, the international among others, the early starter and the lonely 

international. Where would you position yourself when entering the Baltics? (Further 

explanation during interview) 

8. Did your bank have any business relations before entering the Baltic market? 

9. Michael Porter’s Diamond theory mentions 6 factor that are linked to the competitive 

advantage of nations: factor conditions, demand conditions, related and supporting 

industries, firm strategy structure and rivalry, government and chance. How do you 

position yourself to these factors? (Further explanation during interview) 

10. Which of these factors have been more relevant when you internationalized to the 

Baltics? And which have been the least important and why?  

11. Have there been any complications with the business environment such as institutions 

or the fact that the countries were transition economies. 

 


