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Abstract 

The purpose of this thesis is to study Swedish retailers in order to find out 

which factors are the most crucial and influencing when it comes to 

international market selection. We as authors could find studies about 

international market selection, but not a single one regarding why Swedish 

MNEs choose to enter certain markets. We as authors therefore see a need for 

a better understanding of which factors have the greatest influence over market 

selection. The literature review that has been established in this study includes 

theories related to behavioristics, economics, risk and entry modes. By using 

an abductive approach and interviewing both large firms like H&M and IKEA, 

as well as smaller companies like Clas Ohlson and Happy Socks, our results 

shows that the important factors differ depending on the company size. The 

analysis chapter also involves a discussion of the different entry modes of the 

four firms and how they could come to affect the internationalization process. 

This qualitative multi case research will serve as a foundation for firms aiming 

for international expansion and for people who wish to educate themselves 

further on how Swedish firms internationalize and why. It will also generate 

new research questions for future researchers to study whilst informing them 

of why this particular research gap is important to fill.  
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2 INTRODUCTION 

This chapter will provide a foundation for the research area which we have 

chosen. Starting off with a background to the topic at hand which is then 

followed by a problem discussion that will argue for the relevance of the topic 

and present both the practical and scientific problems related to the field of 

study. Additionally, this chapter will present the research question and the 

purpose of the thesis along with delimitations and an outline for the study.  

2.1 BACKGROUND 

“It has been said that arguing against globalization is like arguing against the laws 

of gravity.” - Kofi Annan 

Globalization has since Brexit and Trump in 2016 been shaped by a war 

between policy threats and economic fundamentals. There have been 

predictions of the collapse of globalization but it has rather become a more 

globalized economy than ever before (Ghemawat and Altman, 2019). The term 

Globalization is defined as the reflection of trends of companies buying, 

developing, and producing as well as selling products in the majority of the 

countries of the world. Additionally, it includes organization-wide processes 

and functions in regards to the integration, development and deployment of 

the goods (Singh, 2012). This is something many companies strive towards, 

since the world is getting more connected each day thanks to digitalization. If 

handled correctly, the firm could gain competitive advantages, more profitable 

markets and access to information about new product ideas and the latest 

technology from all around the world (Hollensen, 2017).  

Swedish companies have a long history as being innovative and world leading, 

two of the studied companies are listed as world shaping (Åkerström, 2018). 

Succeeding across borders is more difficult than winning at home. However, 

some of the same barriers which constrain international flows also increase the 

rewards for the companies who find a way to overcome them (Ghemawat and 

Altman, 2019). According to Hollensen (2017) internationalization is when a 

company attempts to do business in several countries of the world. It is often 

limited to a certain region or continent of the world. How prepared a company 

is for internationalization is will be based on their knowledge about 

international business operations, and information about the target markets in 

particular (Hollensen, 2017).  
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In an imperfectly integrated world, where you go depends on where you are 

coming from. Therefore, the question of where to compete is something every 

multinational firm has to ask themselves. According to Kommers (2017), 

multinational enterprises account for two-thirds of the total world trade and 

are often more productive and pay higher wages. Not only this; they have a 

wider access to technology and marketing in comparison to companies who 

do not conduct business outside their domestic borders. However, according 

to Koff (2017) the national borders are of less importance between countries 

and that the countries different institutional characteristics remain as the 

challenging factor. Moreover, there are institutions which help firms analyzing 

markets such as the ease of doing business index by the World Bank. The index 

rank economies on their ease of doing business which means that with a high 

ease of doing business rating the regulatory environment is more conductive 

to the starting and operation of the focal firm (Doingbusiness, 2019). 

“The faster you learn, the sooner you can adapt—and the more relevant you 

remain” - Jeff Boss (2018) 

According to Kotler & Armstrong (2001) the business environment has 

changed a lot because of the globalization and is undergoing a fundamental 

transformation. To be able to compete in the business environment Brake 

(1995) mentions that companies need to look at their businesses from an 

international point of view. Because of the constant changes in the business 

environment companies need to understand the cultural differences and 

develop a business which is capable to work across cultures. To be able to do 

this firms use contractual and intermediate modes. Hoffman and Preble (2004) 

mentions that by using franchising companies can adapt to different cultures 

and business regulations. According to Quinn (1998) franchising as an entry 

mode has many advantages because it gives companies the ability to expand 

rapidly and lower their risks and allows firms to transfer risk to another party 

through contracts. Further Quinn (1998) mentions that franchising has become 

a cornerstone of international expansion companies. 

According to Farfan (2018), Sweden's strong economy and favorable business 

environment has lead the largest Swedish retail companies to have their 

headquarters there. The Swedish retailers have physical stores globally and 

Farfan (2018) also describes Sweden's largest retail firms IKEA and H&M to 

have a loyal customer base around the world. However, during the 1970s 

Swedish manufacturing firms were studied in their internationalization process 

by researchers at the Uppsala University. There were patterns discovered in 
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the internationalization process of the firms, where they noted that the 

companies began their operations abroad in markets close geographically 

Hollensen (2017). Whilst the Swedish retailers have stores globally they also 

started somewhere in their internationalization process and were not born 

global. Further, the research by Vahlne and Ivarsson (2014) reveal that MNEs 

sales and other activities are concentrated in the companies’ home-region and 

also managed through limited coordination. The past is clear but how the 

global Swedish retailers select their markets in an ever so globalized market is 

the question without a clear answer. 

2.2 PROBLEM DISCUSSION 

2.2.1 The Practical Problem 

In an ever increasing world of globalization, where firms face increasing 

competition from companies all around the world, retail companies often find 

themselves in need to go international to widen their chance of attracting 

potential customers (Jeansson, Nikou, Lundqvist, et al. 2017). When 

attempting to expand to new markets, companies are often faced with a high 

degree of uncertainty as to how and where they should expand as each new 

market comes with its own set of challenges and unspoken rules all the while 

the world around them is changing rapidly. For Swedish MNEs operating with 

physical stores in the retail sector, any changes and innovations have the 

capability to rapidly alter the outlook and standing of the companies. 

Companies that choose to use intermediaries or to enter markets through entry 

modes with a lower degree of control may find themselves receiving improper 

information from their partners and vice versa; making for a lackluster ability 

to improve and adapt to changes. Furthermore, Hollensen (2017) mentions that 

the market expansion strategy is a key decision in export marketing. Firms can 

use different strategies and enter new countries incrementally or 

simultaneously while having their entry concentrated or diversified across 

international markets. The research by Magnani, Zucchella, and Floriani 

(2018) results in distance being a determining factor in the marketing selection 

process. The research however, does not take the additional determining 

factors which have an effect on the market selection into consideration. Whilst, 

the future predicts changes in the retail landscape towards online and decline 

in the physical stores (Renaudin, 2018) the largest Swedish retailers continue 

to grow and expand with physical stores to new markets. Concluding in the 

problem of determining suitable markets for physical stores in a changing 

business environment. 
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2.2.2 The Scientific Research Gap 

We as authors see a need to better understand which factors and characteristics 

have the greatest influence over the decision making when it comes to market 

selection for Swedish MNE retailers. Further, the authors are of the opinion 

that this research will be of great value to other Swedish companies that are 

planning on establishing, or have established themselves internationally.  

The authors acknowledge the fact that there are several research done on retail 

internationalization and foreign market selection such as the ones by Li et.al 

(2017); Alexander, Rhodes, Myers (2011); Johanson and Vahlne, 

(1977;2009); Magnani et. al (2018). However, they are not about Swedish 

multinational retailers and do not answer the question of how they (Swedish 

MNE retailers) determine suitable markets and it is our opinion that there is a 

need to better find and understand the determining factors which led Swedish 

retailing MNEs to enter certain markets. 

Li et.al (2017) studied if the managers country familiarity influences both the 

decision making process and outcome and found that the determining factors 

in the decision making process regarding the managers country familiarity. 

Additionally, He, Lin, Wei, (2016) found “that transaction cost factors are able 

to explain IMS. Furthermore, firms whose decisions have incorporated 

transaction cost factors perform significantly better than their rivals.” 

Alexander et. al (2011) concluded that the characteristics of the home market 

as well as the understanding of the host market selection in relation to the 

structural development and its implications of the home market. Additionally 

they noticed a lack of importance in regards to secondary managerial input 

factors.  

Additionally Business-Sweden (2019) notes that it is important for firms to 

know where and to what markets they have the best possibilities. Thus, by 

identifying factors which determine suitable markets, our research provides a 

road for Swedish retailers wanting to expand abroad to follow as well as a 

stable foundation for future researchers who wish to further research this topic. 

2.3 RESEARCH QUESTION:  
Based on the identified knowledge gaps discussed previously, the research 

question of this study is; 
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Which factors determine suitable international markets to establish physical 

stores in for Swedish multinational retailers?  

2.4 PURPOSE 
The aim of this thesis is to study a number of Swedish retailers and to find out 

which factors have the greatest influence over where, when and how they go 

international. Understanding what factors drive companies to different 

markets will help provide additional Swedish retailers with crucial information 

about whether or not to take in to consideration certain factors and to focus 

more on others. By researching these factors and attempt to find an answer to 

our question, we will see to what degree the different factors play a role in the 

decision making process and if there are any specific markets that stand out. 

This is not only interesting for us as authors, students and future employees at 

international firms, but also for people wishing to educate themselves further 

about the international expansion of large companies that do not normally 

provide corporate information related to the subject. Further, our research will 

be a foundation for further studies on Swedish retailers on the subject of 

international market selection. 

2.5 DELIMITATIONS 
This research will be conducted by researching Swedish MNCs that operate in 

the retail sector. The Swedish retailers will all have physical stores located in 

several countries. The study will be limited by the number of different Swedish 

companies sharing their information about global expansion with us, thus 

making the empirical data to be derived from retailers that will have their roots 

in Sweden but later on have expanded internationally. The research will base 

its findings on the internationalization theory which throughout the thesis will 

be divided into behavioral and economic in order to explain where the market 

selection factors come from and the reasoning behind them. 
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2.6 OUTLINE 
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3 THEORETICAL FRAMEWORK 

The theoretical framework will start off with international market selection, 

followed by behavioral theories and economic theories. Next, the chapter 

follows with risk management theory and firm strategy. The theoretical 

framework is then concluded by a presentation of a conceptual framework. 

3.1 INTERNATIONALIZATION THEORIES 

3.1.1 International market selection 

The model (figure 1) is based on research conducted by Douglas et al. (1972) 

and Dichtl and Koglmayr (1987) which was then further developed by 

Papadopoulos, Chen and Thomas (2002) which led to the proposed model 

(listed below as figure 1). The authors argue that it is crucial to take the tradeoff 

between positive and negative factors into account when developing a model 

such as this one. The strategy aspect in the model is based on research from 

Ayal and Zif (1978) who named the two main types offensive and defensive. 

The offensive entails the pursuit of growth at the expense of the competition 

while valuing opportunities more than being concerned with risks. A defensive 

strategy would according to Ayal and Zif (1978) be focused on the prevention 

of competitors strives towards acquiring their market shares.  

 

Figure 1: Model of IMS, developed by (Papadopoulos, Chen and Thomas, 2002) 

Motivation is a key requirement in order to internationalize. The motivation is 

based upon the different types of drivers influencing the decision making 

whether to go international or not. The drivers could be either internal or 

external, meaning the company either gets motivated to internationalize 

through internal events, managerial urge or from the action of importing 

goods. External examples could be a specialized market demand, network 
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partners influencing the head departments of firms or because of competition 

(Hollensen, 2017). 

3.2 BEHAVIORAL THEORIES 

3.2.1 The Uppsala model  
The Uppsala model is based on a study made by Johansson and Vahlne (1977) 

at Uppsala University in Sweden where Swedish firms internationalization 

process was studied, hence the name. Johanson and Vahlne (1977) made a 

distinction between state and change aspects which shows the basic 

mechanism of internationalization. The internationalization is expressed 

through psychic distance and involves an interplay between the individuals’ 

knowledge about the chosen target market and operations, as well as a 

commitment of resources to those markets, increasing as time goes by. It is 

also based upon business network research as it is argued that markets are 

networks of relationships. If one is active within its network, the degree of 

insidership will increase, thus the chance of success (Johanson and Vahlne, 

2009). 

The Uppsala model is a dynamic framework, as it goes hand in hand with 

people’s perception and the dynamic environment with political and economic 

changes occurring, as well as cultural aspects. It is also a dynamic model as it 

describes the internationalization as a process consisting of how an 

organization learns new things, and how it affects their investment behavior 

and interest in new, foreign markets (Forsgren, 2002).  

The initial model (1977) was later updated in 2009 and some changes were 

made to the different variables to make it more accurate based on the 

realization that the “economic and regulatory environments have changed 

dramatically” (Johanson and Vahlne, 2009 pp, 1411) which also changes the 

behavior of companies. The new and revised model will be used in this 

(Johanson and Vahlne, 2009) as networks are important when expanding 

abroad today, and is taken in consideration in the new model. 

3.2.1.1 State aspects 

The state aspects consists of “knowledge opportunities” and “network 

position”. Knowledge and commitment are both parts of human resources and 

affects each other. The better the knowledge and understanding of a market, 

business environment and institutional aspects, the valuable their associated 

resources will be. This will in their turn affect and led to an increased 



Lindsjö Klamkin  Bernhardsson 

13(70) 

 

commitment to the company and to strive towards their goal (Johanson & 

Vahlne, 1977). 

3.2.1.2 Knowledge opportunities 

Knowledge could either be general, institutional, business related or market-

specified, meaning it either consist of general market methods and common 

characteristics of a national market in particular. The general and most 

common institutional characteristics of a national market are what the business 

climate looks like, cultural patterns, language, laws, rules, organization 

structure as well as characteristics of firm and its employees. How to obtain 

the knowledge about these characteristics and learn from them could also 

differ. One could be taught in school or by a higher ranked positioned 

employee, but the form that is primary emphasized in the Uppsala model is 

learning by doing, or experiential knowledge (Johanson & Vahlne, 1977). This 

is because it is believed that individual experience is the key to new, unique 

opportunities not thought of by anyone else, but is in the revised model argued 

to work best when complimented with other types of knowledge development 

theories. Lack of such knowledge is argued to constitute the liability of 

outsidership (Johanson and Vahlne, 2009). 

3.2.1.3 Network position 

This variable was changed entirely from “market commitment” to “network 

position” as the authors realized the importance of a business network view. 

The firm could obtain new knowledge from exchanges in its network of other 

international companies. It could be in the form of direct teaching, or 

something as easy as a firm’s network partners influencing a national company 

to take its first steps into the international arena. This means that knowledge 

does not only accrue from the firm’s own activities, but also from the activities 

of its network partners. Through this; the current network position of the firm 

could improve and lead to potential knowledge opportunities (Johanson and 

Vahlne, 2009).  

3.2.1.4 Change aspects 

According to Johanson & Vahlne (2009), the factors that influence the model 

are “relationship commitment decisions” and “learning, creating and trust-

building”. The better the trust between firms of a network, the more committed 

will the firms be to the decisions made together. 
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3.2.1.5 Learning, creating and trust-building 

The old model did not include any affective or emotional dimensions in certain 

relationships, but was added as the authors realized that trust between network 

partners could be present in the concept of knowledge. In other words; if a firm 

is lacking knowledge about a certain subject, they could let a trusted 

middleman do the job for them or lend them a helping hand. This does not 

only strengthen the already created bond between partners, but one could also 

learn something from them. Trust-building is a time consuming process and 

requires commitment to try to make the partnership work (Johanson and 

Vahlne, 2009). This could be a proof of why internationalization is a slow, 

incremental process (Johanson & Vahlne, 1977).  

3.2.1.6 Relationship commitment decisions 

Commitment decisions involve decision making when it comes to committing 

certain resources to a specific market. Within relationship commitment 

however; it is decisions made by network partners together, and could be joint 

ventures for instance (Johanson and Vahlne, 2009). It is argued that these types 

of decisions are made in response to market opportunities and problems, as 

well as they are dependent on the current existing market risk and uncertainty 

since the market risk is composed of the commitment. The company only has 

the capacity to make a certain amount of market commitments until its 

maximum tolerable risk is reached (Johanson and Vahlne, 1977). It is also true 

that some firms rely on their trustworthiness of their business partners to make 

decisions, but if both parts are committed to the decision and the opportunity; 

a stronger bond will be created, thus showing how both these variables work 

together (Johanson and Vahlne, 2009). 

3.2.2 Psychic distance  

Previous research by (Johanson and Vahlne, 1977; 2009; Johanson and 

Wiedersheim- Paul, 1975; Griffith and Dimitrova, 2014) established that 

psychic distance play a large role in how and where firms internationalize. 

Psychic distance as a concept was defined by Johanson and Wiedersheim-Paul 

(1975) as differences regarding factors such as culture, distance between the 

home- and the new market as well as the industrial development and business 

environment. All of these factors may have a substantial effect on how and 

where a company chooses to expand to (Griffith and Dimitrova, 2014). Thus 

Evans (2000) argues that research such as the Uppsala model by Johanson and 

Vahlne (1977;2009) supports the assumption that companies do better in 

markets similar to their home market, but that this is the case because those 
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markets typically have a lower degree of psychic distance from the home 

market. Therefore, the degree of uncertainty faced by the company is reduced 

as they can transfer their previous knowledge to the new market (Evans, 

2000).   

The psychic distance can be assumed to be high between Sweden and a country 

in Africa or Asia for instance, while a low degree of psychic distance could be 

seen between Sweden and Norway. The psychic distance is therefore 

individual as it has to do with the people’s knowledge about the target market, 

but it could be similar to others views. Differences in cultural aspects are 

usually the first thing that comes to mind, but could also have to do with the 

political and economic states as well (Hollensen, 2017). Those in key decision 

making positions who have a high degree of international experience are to a 

higher extent willing to endure increased risks. They often makes bigger 

commitments to new markets by entering them in modes where they remain 

with a high degree of control (Evans, Mavondo and Bridson, 2008).  

3.2.3 The Network approach to internationalization  

“This is not the wisdom of the crowd, but the wisdom of someone in the 

crowd. It’s not that the network itself is smart; it’s that the individuals get 

smarter because they’re connected to the network.” ― Steven Johnson, 

Johanson & Mattsson (1988) conceptualized four broad firm level typologies 

in regards to international situations, the Early Starter, the Late Starter, the 

Lonely International and the International among others. Some of the key 

aspects for each of the four typologies mentioned above is seen in appendix II. 

Johanson & Mattsson (1988) emphasize that the internationalization process 

itself is based upon maintenance, establishment and development with 

network partners on foreign markets. Furthermore, the approach stresses the 

importance of developing strong bonds and relationships with other companies 

from different countries as to gain information about foreign environments and 

to learn from others. The internationalization level itself is based upon to the 

degree of how high positions the company has on both a national and 

international level thanks to their relationship and how they use them 

(Johanson & Mattsson 1988), thus, strong bonds to other international firms 

creates a high degree of internationalization.  

 



Lindsjö Klamkin  Bernhardsson 

16(70) 

 

The model (figure 2) developed by Carson et al. (2004) was developed with 

the goal of examining the SME’s marketing networks, however it is the 

opinion of the authors of this thesis that it can still be used to analyses the 

relationships for larger 

firms, especially in regards 

to the relationships of those 

in key decision making 

positions. Carson et al. 

(2004) list three types of 

dimensions: Strength of 

relationship, Position in 

focal firm’s network 

context and the formality of 

relationship.  

Figure 2: Model developed by Carson et al. (2004) examining the SME’s marketing networks. 

3.2.3.1 Strength of relationship 

Carson et al. (2004) where able to break down the strength of relationship in 

three parts which consist of several aspects. The Structural dimension takes 

into account aspects such as the network- size, stability, flexibility, as well as 

the relational and usage dimension (Carson et al. 2004). The Relational 

dimension focuses on trust, commitment and cooperation. As for the Usage 

dimension, it’s focused around aspects such as pricing, innovation, product 

decisions and the acquirement of resources (Carson et al. 2004). 

3.2.3.2 Position in focal firm’s network context 

Möller and Halinen (1999) presents a model of how to categorize firm’s 

network and its relationships, they approach it from both an hierarchical and a 

vertical viewpoint all the while they also argue that these factors are more often 

than not intertwine.  
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Figure 3 Our illustration of horizontal and vertical business network relationships (based on 

Möller & Halinen’s, 1999). 

3.2.3.3 Formality of relationship 

Previous research (Ojala, 2009; Coviello & Martin, 1999) have highlighted the 

importance of network relationships when it comes to the firm's 

internationalization process, challenging internationalization theories such as 

the original Uppsala model by Johanson & Vahlne, (1977) which is focused 

on the incremental approach to internationalization. Additionally, the different 

types of networks a firm enters in to have in many studies (Ojala, 2009; 

Coviello & Martin, 1999) been divided in to formal and informal ones where 

the formals tend to include business activities between two or more parties 

while the informal relations are more of a personal nature, such as family and 

friends. However, Ellis & Pecotich (2001) stress the importance for a third 

party who acts as an intermediary between the two parties (Ojala, 2009).  

3.3 ECONOMIC THEORIES 

“The first lesson of economics is scarcity: There is never enough of anything 

to satisfy all those who want it. The first lesson of politics is to disregard the 

first lesson of economics.” ― Thomas Sowell 

3.3.1 The eclectic paradigm  
Previous research has detected the significance of market selection for foreign 

direct investment by using the eclectic paradigm. The research by Ruzzier, 

Hisrich and Antoncic (2006) regarding the specific factors which affect the 

internationalization of firms mention that the economic factors to a degree can 

explain the internationalization of firms but at the same time overlooks the 
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possibility of individuals making strategic choices. The eclectic paradigm is 

based on internationalization theory and tries to explain the selection of a 

country for foreign direct investment. Dunning (1988) explains the 

internationalization of economic activity by the realization of three types of 

advantages. First, the ownership advantage, a firm specific advantage which 

is related to the accumulation of product innovation, technological capacities 

or intangible assets. Second, there are advantages to internalization, these 

advantages come from the capacity of the firms to manage and coordinate 

activities internally. The third advantage is location advantages, where 

institutional and productive factors present themselves in a particular 

geographical area. Even if these advantages are meant to apply to production 

specific operations the issue of market selection for foreign direct investment 

is highly applicable to retail firms as well where the same advantages play a 

large role in the market selection process. Yip and Hult (2012) mention that 

specific geographical locations can be favorable for logistics. Further the 

authors explain that when firms have geographical locations located in nearby 

markets it allows firms to have a competitive advantage when moving products 

between countries. 

3.3.2 Transaction cost approach   

The transaction cost approach focuses on minimizing any costs that arise as a 

consequence of transactions, it does so through the design of efficient solutions 

(He, Lin and Wei, 2016) and thus reduce any frictions that arise as a result of 

the transactions. Transaction costs emerge when the market fails to create a 

friction free business environment. Furthermore, companies will undertake 

processes in a hierarchical mode in house until such a point as when the 

organizational costs associated with the process reaches the same level as it 

would cost to outsource it (Hollensen, 2017). These transactions costs consists 

of two subgroups called ex ante costs and ex post costs (Hollensen, 2017). 

Furthermore, Williamson (1981) argues that the transactions are divided in to 

three attributes: frequency, uncertainty and asset specificity.  

“The world is not a solid continent of facts sprinkled by a few lakes of 

uncertainties, but a vast ocean of uncertainties speckled by a few islands of 

calibrated and stabilized forms” ― Bruno Latour 

Ex ante costs consist of search and contracting costs that arise from such 

activities such as the gathering of information, identification and evaluation of 

perspective intermediaries as well as the negotiating and process ascertaining 

to the writing of the contract (Hollensen, 2017). Williamson (1981) argues that 
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it is widely recognized by those parties involved in contracts, that “complex 

contracts are costly to write and enforce, therefore it is a tendency to simply 

accept this fact and not question it”.  

Ex post costs consists of monitoring costs associated with ensuring that both 

parties live up to the agreement and enforcement costs which arise when 

sanctioning the other party (Hollensen, 2017). Williamson (1981) goes on to 

argue that a reason for why there is transaction costs between a seller and buyer 

is due to the provisions that opportunism bring to their “self-interest seeking 

with guile” which carries elements of uncertainty, dishonesty and distortion of 

facts. 

3.4 RISK THEORY 

3.4.1 Risk management theory  

According to Hollensen (2017) the risk managements evolution during the 

twentieth century stimulated the growth of functions and professions such as 

finance, accounting and auditing. Moreover Hollensen (2017) describes risks 

as internationalization barriers for firms and categorize them as general market 

risk, commercial risk and political risk. Lawson (1985) suggests that 

uncertainty arises when there is numerically indeterminate and incomparable 

probabilities.  

Further, there are different degrees of risk and large scale enterprises are 

usually risk-averse because of their decision making models with incremental 

steps and a long term orientation. When a market is considered to have a higher 

degree of risk firms will favor entry modes which involve low resource 

commitment (Hollensen, 2017). According to the article by Mullner (2016) 

risk is to some degree measurable. Despite there being an unknown outcome; 

we know what the underlying distribution looks like. Furthermore, the risks 

can often be traced back to a specific source and thereby be priced and be 

transferred to other parties by using contracts. Mullner (2016) explains that the 

entry mode of the firm determines the sources of risks while the firm's level of 

uncertainty determines which entry mode is used. Larger MNEs have a greater 

opportunities of risk diversification compared to SMEs and are therefore able 

to deal with failures in the market entry in a better way (Mullner, 2016). 

According to Gatti (2013) by having presence in several markets reduces the 

overall political risks of international operations.  
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According to Rajagopalan and Spreitzer (1996) there are two types of risks. 

These are the existing risk situation which the firm faces and the tolerable risk 

level of the firm. The existing risk is defined as the risk level the firm 

encounters in its current international operations and the tolerable risk level 

uses specific reference points of risks specific to each firm determining which 

levels of risks are acceptable 

There are several types of barriers hindering a company from going 

international and differ from market to market. Depending on the country, 

commercial or political barriers could occur and make it difficult for exporting 

to that market. There could also be internal and more general obstacles 

hindering such as lack of target market knowledge, insufficient finances, 

connections, channels of distributions or not high enough managerial urge for 

instance. Examples of commercial barriers could be exchange rate fluctuations 

and delays or problems in export shipment, and political meaning lack of 

governmental assistance, restrictions made by them or high foreign tariffs on 

imported goods (Hollensen, 2017).  

3.5 FIRM STRATEGY 

Based on the previous presented theories various entry modes of firms can be 

explained. There are several factors which determine how a firm chooses to 

enter a new market and the different entry modes will be presented which 

retailers use when establishing physical stores in the following section.  

3.5.1 Entry modes 

Before a firm can enter a market, there are three aspects a firm need to consider 

when proceeding on an international expansion plan: Which markets to enter, 

when to enter those markets and on what scale they will enter. Once this has 

been done, the decision of which entry mode to use need to be chosen as there 

are numerous ways in which form a company can expand internationally, in 

the upcoming sections four different ways of expansion which will be 

explained briefly. Agarwal (1994) argues that the possibility to succeed in 

international markets is greater for larger firms that typically are able to 

commit greater amounts of resources as well as undertake more risky ventures. 

Furthermore, the acceptance and ability to tolerate losses is also believed to 

have a great effect on the choice of entry mode as a publicly traded company 

would have a financial responsibility to in a short term time period produce a 

high ROI to their shareholders (White, 1995).  
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3.5.1.1 Franchising  

Franchising is a version of licensing where the franchisee will normally 

operate under the franchisors name and the former will provide the franchisee 

with the whole package including trademarks, financial assistance, and joint 

advertising to mention a few. The franchise will run his business using the 

reputation and techniques of the franchisor with the added benefit that the 

public will view the franchisee as part of a country wide chain instead of a 

local enterprise (Young, 1989). The author continues to argue that the two 

more notable benefits of franchising are that the franchisee will receive 

management training from the franchisor while the later will receive a bigger 

market penetration for a limited capital expense.  

3.5.1.2 Joint ventures 

A joint venture implies the sharing of assets, risks and profits as well as the 

participation in the ownership of a particular enterprise or investment project 

by more than one firm or economic “group” (Young, 1989). Although joint 

ventures typically are split 50/50 or 51/49, there is no limit to the division of 

ownership (Young, 1989) and according to Young (1989), the main 

advantages with joint ventures are as follows: 

Joint ventures may represent a way into closed markets. In a situation of rapid 

technological change and large capital requirements, joint ventures may be the 

best way for smaller and non-dominant firms to improve their position in 

global industries.  

They may also be used to ensure access to distribution channels, suppliers and 

technology, in effect as pre-emptive maneuvers and may also be used to 

prevent potential entrants by teaming up with potential opponents.  

Joint ventures may be incorporated into global strategies as product lives 

shorten, cost advantages become more pronounced and larger numbers of 

firms become international competitors.  

 

As for potential drawbacks of joint ventures go, the partnership means less 

control over the new venture and could potentially cause disruptions and 

frustration.  

3.5.1.3 Wholly owned subsidiaries  

Wholly owned subsidiaries are when the firm owns 100% of the subsidiary. 

Typically a subsidiary will be established when there is a high degree of 
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control needed for one of three reasons, manufacturing, and marketing or to 

protect proprietary technology (Young, 1989). There are three main types of 

wholly owned subsidiaries, all of which have different advantages and reasons 

for establish them are vastly different. A market oriented subsidiary is mainly 

established with the goal of replacing exports. A cost oriented approach is 

often times taken for the manufacturing or services parts of the firm by 

establishing a subsidiary in a low-cost labor market (Young, 1989). 

3.6 THEORETICAL SYNTHESIS 
The literature review has revealed several factors which play a part in retail 

firms’ internationalization decision making process. First, the 

internationalization theories which consist of both behavioral and economic 

theories. These theories indicate how firms do business in foreign markets 

based on their market knowledge, thus affecting their risk perception. The 

theories indicate that the firms internationalize with more commitment when 

their market knowledge increases and risk decreases. Then comes the variation 

of entry modes which are based on the firm strategy. Further, transaction costs 

in the economic theories have defined factors which themselves serve as 

determining factors when selecting markets, whilst the behavioral theories 

connect the firm’s networks and their position in the firm's decision making 

process. Lastly the literature review has revealed that the internationalization 

factors are based on a firms risk perception which in turn determine the firm 

strategy.  

The theoretical synthesis connects the theories to the research question and is 

the foundation of the segments in the interview guide and the analysis of the 

firms. Further, the theoretical synthesis demonstrates the literature review and 

how the different parts affect how firms determine suitable markets. The 

theoretical findings are parts of the internationalization theories and have been 

divided into behavioral and economic theories in order to identify the 

determining factors through the different perspectives. Risk perception is 

combined within all of the internationalization theories and is therefore key to 

defining firm strategy and market selection. Together the theories create a 

basis for analyzing Swedish MNEs in the retail industry in order to determine 

market selection factors. The Theoretical synthesis presented below displays 

how the theoretical framework is structured in order to answer the research 

question. 
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Figure 4 Theoretical synthesis, designed by us (2019).  
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4 METHOD 

In this following chapter the methodical framework will be explained. The 

chapter will present the chosen method for sampling data and the suitability 

of the chosen methods. The chapter will start of by presenting the research 

approach followed by research method as well as the different types of data 

collected. Further, the operationalization will be presented followed by 

method quality discussion and ethical considerations. 

4.1 RESEARCH APPROACH  
According to Bryman and Bell (2011) there are traditionally two different 

approaches when deciding on how to connect theory and research. There is the 

deductive approach and the inductive approach. The deductive approach is the 

one which is more commonly used and is where one or more hypotheses are 

based on theory, followed by data collection and results where the hypotheses 

are confirmed or discarded ending in a reformulation of theory (Bryman and 

Bell, 2011). The inductive approach reverses the process where the result leads 

to formulating theory. Furthermore, there is an additional way of conducting 

scientific research which is the abductive approach which is a combination of 

the deduction and induction methods (Ghauri and Gronhaug, 2010). The 

abductive approach makes it possible for the researcher to go back and forth 

between theory and the empirical data which allows the researcher to develop 

a deeper understanding and to discover new patterns by interpreting various 

phenomenon. 

The authors’ research will be based on a multi-case study. Since there is a need 

to understand the empirical data and theory the authors have chosen an 

abductive approach for the reason that it is the best suited to answer the 

research question. By using the abductive approach the authors can analyze 

the empirical findings with theory and vice versa. After the gathering of the 

secondary data, the authors found it necessary to complement the theoretical 

parts with primary data gathered from the interviewees. This is beneficial for 

us as we want to provide answers to the research questions as trustworthy and 

reliable as possible, and will be able to do so from examining the result from 

different perspectives. 

4.2 QUALITATIVE RESEARCH  
According to Bryman and Bell (2011) many authors differ the methodical 

questioning between qualitative and quantitative research. The two methods 
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are different approaches within the business studies research. Further, the 

quantitative research method focuses on the quantity when it comes to the 

collecting and analyzing data. The factors which are connected with the 

quantitative method are the deductive outlook between the practical research 

and theory and where the testing of theory bares the most weight. The 

quantitative method also uses strategies such as the use of surveys to collect 

data on predetermined instruments regarding statistical data. However, the 

difference between the qualitative method is that it mainly focuses on a 

inductive outlook on the relation between theory and research where the main 

focus is on generating theories (Bryman & Bell, 2017). Further the qualitative 

method emphasizes the ability of individuals to perceive and interpret. Also 

the qualitative research method is perceived to put emphasis on words and not 

quantification while sampling and analyzing the data. Interviews are the most 

common way to conduct a qualitative research due to the level of flexibility, 

which interviews offer (Bryman and Bell, 2017). When doing qualitative 

interviews it’s beneficial to not use any questions or pre-formulated questions, 

instead it’s favorable to use a list of areas which the interviewers want to study 

(Trost, 2010). 

This thesis strives to study which factors that have the greatest impact on 

Swedish retailers in their path to internationalization. Therefore, it will be 

conducted using a qualitative approach method for the reason that a deeper 

understanding of the MNE is our purpose. Furthermore, the qualitative method 

allows the process of providing the information, which is required to answer 

our research questions. The disadvantage of using the qualitative approach is 

that we will not have as high representative power since we will not study as 

many cases as in a quantitative research approach (Trost, 2010). 

4.3 RESEARCH DESIGN 
Yin (2014) explains that in qualitative research there are different study 

designs, which can be applied; among these are survey, experiment and case 

study. According to Yin (2014) the case in the case study can refer to a person, 

a group, an organization, a change process as well as many other subjects. 

However, choosing the case and determining the boundaries of the study is a 

key factor in defining the case study. 

The authors believe that the most appropriate design is case study for the 

reason that the thesis focuses on gaining understanding of which factors are 

determining for Swedish retailers in their market selection. Further Yin (2014) 
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explains that for this kind of qualitative research, the case study design is the 

most suitable because of the analytical focus on the questions of how and why. 

The authors will through methods of interviews and secondary data collection 

gather information, which are considered fitting for this thesis. Further this 

design allows the authors to have a wide range of data benefitting a better 

response to the research question. 

4.4 MULTI-CASE STUDY DESIGN  
A multi-case study is based upon examined information about similar cases, 

in this case companies (Saunders et. Al, 2009). By using different companies 

within the retailing industry as cases for this study, we as authors could find 

similar patterns for their criteria for target markets, thus strengthen the 

conclusion and answer to our question. If all the firms have the same or 

different views on which factors matter the most in deciding a suitable target 

market for their expansion; the more trustworthy the result will be, and will 

contribute to a more accurate foundation for other companies striving to 

expand internationally. If we were to decide on a single case study; the results 

would not be as reliable as it is only from one firm’s point of view. 

4.5 PURPOSIVE SAMPLING  
The concept of purposive sampling, or judgment, selective or subjective 

sampling in qualitative research is when the interview objects are not chosen 

by random parameters (Bryman & Bell, 2017). However, some researchers 

believe that they can obtain a representative, accurate sample by using their 

judgment. However, if their judgment is later on proven to be inaccurate and 

wrong, then the results of the study will turn out incorrect as well (Black, 

2010). 

The case companies chosen for our study are suitable, large international 

retailers with their roots in Sweden. They are in the retail industry, and they 

all have physical stores located in different countries. Despite their similarities, 

they are different as to what kind of products they sell and to some extent, in 

size. They are all carefully chosen to provide detailed and trustworthy facts 

about their internationalization in the hopes of receiving answers to what the 

most crucial factors are for deciding a future market of expansion. 

The criteria, which the authors have for the chosen firms are: 

 They have to be large retail firms. 
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 Have a Swedish origin. 

 Physical stores in several countries. 

The interviewees must: 

 Be in a senior level position 

 Have at least a few years of experience with the firms’ international 

expansion. 

4.6 CASES  

Company Interviewee position Informant Interview 

The H&M 

Group 

Senior manager Anonymous Phone, 1/5-

19 

IKEA Expansion Manager Anonymous e-mail, 28/4-

19 

Clas Ohlson Director and Senior Advisor 

Retail expansion 

Bo Heyman Phone, 3/05-

19 

Happy Socks Senior Position Anonymous Email, 

02/05- 19 

Table 2: Details about the interviews, made by us (2019). 

4.7 DATA COLLECTION  
There are six methods available for collecting data information (Fisher, 2004), 

these are interviews, questionnaires, panels, observations, documents and 

databases. 

We have focused our data gathering around public information and interviews 

with people in key decision making positions in regards to where their 

respective companies would go next. 
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4.7.1 Primary data 

The primary data, or data collected directly from a primary source by the 

authors themselves could be interviews, email, phone meetings or real life 

conversations for instance (Ghauri and Grønhaug, 2010). As interviews are the 

most common way of acquiring primary data, it is also used in this study since 

the information is coming directly from trustworthy sources. Further, the 

authors are using a qualitative research method, which is most suitable for this 

study. Since the person being interviewed should obtain knowledge about the 

subject of the study, the information gathered could provide a deeper 

understanding for the reader, as well as being reliable at the same time 

(Merriam and Tisdell, 2016). It could also be interpreted slightly differently 

between us authors, contributing to examining the answers through several 

perspectives. 

4.7.2 Secondary data 

Secondary data is data that has been collected by another individual or 

researcher, which has already been analyzed based on their research question, 

statistics and theoretical framework. Secondary data comes in several forms 

such as documents, analysis, surveys books, journals and online data sources 

(Arthur et al., 2012, Ghauri and Grønhaug, 2010). In our research we are 

mainly focused on primary data gathered from interviews while the secondary 

data is used as a way to compare what and explain certain aspects. 

4.8 OPERATIONALIZATION  
Operationalization is the method used to measure the gathered information. A 

researcher has to justify their scale of chosen measurement tool, even if there 

are other suitable tools that could be used to get the same result (Arbnor and 

Bjerke, 2014). Operationalization is a crucial step in the process of developing 

a suitable study design for one’s thesis, and it is started from a concept based 

and outlined by a theoretical foundation (Arbnor and Bjerke, 2014). The 

interview guide should be based on literature and research in the area of the 

study. In the table seen below (table 3) the concepts as well as the purpose and 

reasoning behind said concepts is provided along with the numbers of the 

questions that concern each concept.  
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Concepts Interview 

questions 

Purpose/reasoning 

Information/background 1-2 These questions have the objective to gather 

some basic information about the 

respondent and whether or not they wish to 

be anonymous.  

Entry mode / Firm Strategy/ 

International market selection 

3-9,16 By asking questions about which entry 

modes they use in different markets. This 

segment strives to highlight the factors that 

decide which entry mode they chose.  

Network/ Uppsala model 10-11 This segment strives to gather an 

understanding on the companies’ view of 

the role/importance that relationships and 

networks play on their internationalization.  

Risk perception 12-13 The goal of these questions is to gain an 

insight as to if the companies have any 

specific demands or limits affecting their 

expansion. 

Culture/ Psychic distance 14-15 Examines the cultural aspects of the 

respondents’ respective companies.  

Table 3: Table detailing the concepts, purpose and reasoning behind each question, made by 

us (2019).  

4.8.1 Conducting interviews  
We decided that we would send out an interview guide to the respondents in 

order for them to prepare and gather any information that they deemed 

necessary to best be able to answer the questions and to give them a better 

understanding of what types of questions we were going to ask. This was done 

to everyone except in the case of Clas Ohlson where the interviewee requested 

to conduct the interview straight away. We therefore sent the interview guide 

either directly to the person whom we were going to interview or to the contact 

person who set up the interview. In doing so, it is our belief that it helped the 

respondents tell their story more freely and that it would enrich the interviews. 

The preferred mode for conducting the interviews would have been face to 
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face, something which we strived for, however, given consideration to the 

interview subject’s schedules and travel, as interviews conducted by email and 

phone could possibly be less reliable and would not allow for the same level 

of flexibility. Furthermore, the interviewees were sent a draft of the 

transcription for approval in order to prevent any misunderstandings or 

misinterpretations. 

4.9 METHOD OF DATA ANALYSIS  
Data analysis involves reducing accumulated data to a manageable size, 

developing summaries and looking for patterns (Cooper and Schindler, 2011). 

Further, Merriam and Tisdel (2016) state that the collected data should help 

the researchers answer the research question, and through the use of the 

interview guide the authors will be able to draw a conclusion from the received 

results. Analyzing the data through moving between parts of data, abstract 

concepts, abductive and inductive reasoning and definition and explanation 

will be held in mind. Additional to this; the authors divided the data into the 

categories of behavioral factors and economic factors to pair them up easier 

with the interview guide, thus making the result clearer for the reader. Within 

the two categories the firms were presented individually in order to process 

the information for the analysis, conclusion and to the reader. The authors 

divided the firms into the two categories for the reason that the information 

could be analyzed and compared between the different firms.  

4.9.1 Research Quality  

The process of data collection consists of several steps that all have an impact 

on the reliability and quality of the data collected, and thus, they have an 

impact on any subsequent conclusions derived from the data in question. When 

conducting a qualitative research, the measurements for the quality stems from 

the two concepts reliability and validity. Reliability entailing if the research 

could be recreated (Bryman and Bell, 2017 p 401). 

4.9.1.1 Reliability:  

LeCompte & Goetz (1982 p. 32) argue that “external reliability addresses the 

issue of whether independent researchers would discover the same phenomena 

or generate the same constructs in the same or similar settings” while internal 

reliability stems to the likelihood that other researchers will match the data in 

the same way as the original researchers if given a set of previously generated 

constructs (LeCompte and Goetz, 1982 p. 32).  
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In order to strengthen the reliability of the study the authors present the method 

used for the research. To ensure transparency the authors also have attached 

an interview guide in the appendix. The interviews which were conducted 

verbally were all transcribed and recorded in order to assure that there would 

be no misunderstandings. To ensure a high level of internal reliability, we 

continuously throughout the progression of the thesis made sure to discuss and 

debate how we would look at certain terms and factors, ensuring that we agree 

on how to view them to avoid misunderstandings and contradictions.  

4.9.1.2 Validity:  

Validity is the extent to which a tool of measurement measures what it is 

supposed to measure. The decided form of operationalization for an 

individual’s study could be suitable for the subject of research, but it is not 

certain that it measures exactly what one has in mind. One example being a 

person with fever using a normal thermometer. The thermometer is supposed 

to measure how warm an object or room is, thus fulfilling its purpose as an 

invention. Despite this, the person using the thermometer wanted to know how 

high of a fever they have, but the thermometer showed the temperature of the 

room instead. This means that the thermometer as a measurement tool is not 

valid (Mohajan, Haradhan 2017). 

Since this study is based on an abductive approach and is a qualitative study, 

the forms of operationalization chosen for this essay are interviews and theory. 

As we as authors are in charge of the interview questions, we are certain that 

we get the information we need, thus measuring what we want to measure. 

This means that our form of operationalization is valid. 

4.10  ETHICAL CONSIDERATIONS  
According to Ghauri and Grønhaug (2010) the authors have the responsibility 

to conduct the research in an accurate and honest manner as well as being 

transparent with how the research is conducted. Further, this includes 

informing the respondents of the interviews about what is to be researched. 

When conducting our thesis we have made sure to make it as transparent as 

possible through the presentation of our research methods and their 

perspective pros and cons, additionally we present our methodological outline. 

Complete anonymity was also offered to each of the respondents so that any 

information gathered would not be traced back to them. For this reason each 

interviewee was given a letter instead of a name and the time which they have 

been with the perspective company is not mentioned in regards to an exact 
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number, the title of their position has also been changed as to not give away 

their exact title. Upon contact with the interviewees, they were made aware of 

the purpose of the research and in what way the interview would contribute to 

it. By doing so they were able to enter the interview with a preexisting 

understanding as to the nature of the subject and have the ability not to 

participate. 

(1) “Participants will remain anonymous” 

(2) “Data will be treated as confidential” 

(3) “Participants understand the nature of the research and their involvement” 

(4) “participants voluntarily consent to being involved” 

4.11  AUTHOR CONTRIBUTIONS 
Overall the work has been divided evenly, but each author has had some 

primary areas to focus on; such as finding interviews, transcribing and leading 

the work forward. Whilst all of the authors have edited and discussed the work 

of the other participants which has led to the authors being equally involved in 

every section of the thesis.  

 

  



Lindsjö Klamkin  Bernhardsson 

33(70) 

 

5 EMPIRICAL FINDINGS 

The following chapter will present the gathered empirical data. First the 

companies and interviewees are presented. This is then followed by the 

empirical findings structured in the same ways as theories were presented in 

the theoretical framework. The companies are presented one concept at a time 

in order to create a clearer and better understanding of each individual 

company for the reader. 

5.1 CASES  
The respondents that have taken part in our study all have experience related 

to the area which we are studying through their positions at the case 

companies. The companies where all founded in Sweden (or are part of a group 

that was) and have since grown to have stores all around the world. Two of the 

interviews was done by email while the others were done by telephone. The 

interviews took place between the 28th of April and May 1st.  

5.1.1 Ikea  

Ikea has more than 149,000 employees and 420 physical stores on 50 markets 

around the world which take in close to one billion visits each year (IKEA, 

2019 A, Ikea, 2019 B). Our interviewee (from here on titled person B due to 

anonymity) works as an Expansion manager for the inter IKEA systems and 

has been for several years.  

5.1.2 Clas Ohlson 

Clas Ohlson is a Swedish retailer that specializes in finding solutions to 

everyday practical problems and has done so since their inception in 1918. 

Currently they operate in the following countries: Sweden, Germany, Great 

Britain, Norway and Finland. They currently have 232 stores and employ some 

5,000 people while serving some 39 million customers in 2017/2018. The 

interview with Bo Heyman was conducted by phone on the 3rd of May 2019. 

Bo Heyman has been with the company on a senior position for several years.  

5.1.3 Happy Socks 

Happy socks is a Swedish fashion retailer that specializes in turning boring 

everyday apparel such as socks in to something lively and fun. They are 

currently in 90 markets on all continents and own 100 stores themselves as 

well as cooperating with over 10.000 apparel stores worldwide. The interview 

was conducted by email on the 2nd of May 2019. The interviewee has been 
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with the company on a senior position for several years has chosen to remain 

anonymous, and is therefore referred to as “person C”. 

5.1.4 The H&M Group 

The group consists of eight companies that all operate within retail, currently 

they have some 4958 stores on 71 markets spread over the eight brands that 

make up the group. During our interview we focused on the H&M group as a 

whole as well as the five brands listed below. 

5.1.4.1 H&M  

As the main brand within the H&M group and has close to 90% of the groups 

stores and are in 71 markets. H&M have the objective to offer fashionable 

news and inspiration for everyone. 

5.1.4.2 Cos  

Cos have a clear focus on updated classics and basic apparel which are 

supposed to be in fashion for season after season. They currently have 270 

physical stores in 41 markets around the world. 

5.1.4.3 Weekday  

Weekday is a Swedish denim- and fashion brand which is heavily influenced 

by the youth culture and street style. Currently they have 38 stores in 10 

markets. 

5.1.4.4 & Other Stories  

& Other Stories have 70 physical stores on 17 markets in Europe, North 

America and Asia where they offer a wide assortment of shoes, bags, 

accessories, beauty products and clothes for women.  

5.1.4.5 Monki  

Monki have 127 physical stores on 16 markets and have a focus on creative 

street style for young women.   

5.2 INTERNATIONALIZATION THEORIES 
In this section the behavioral and economical findings will be presented for 

each firm. Whilst the risk perception has been a part of the whole concept of 

internationalization theories it will be presented alone but with a connection to 

the behavioral and economic empirical findings in the following chapter. 

Concluding in presenting the firm strategy where the entry modes of each firm 

is revealed. 
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5.3 BEHAVIORAL FINDINGS 

5.3.1 The H&M group 

The H&M group has since their start in Sweden, grown and expanded to many 

European countries. With Europe not being entirely covered, the group 

expanded to the United States, and then over to Asia later on.  

As they first were established in the northern hemisphere, the H&M Group 

started to make their way towards the southern parts, since the seasons are 

reversed there. This caused a problem in the fashion industry because of the 

difficulty of selling the same types of products suited to the current season 

globally at the same time. Despite the complexity, they argue for that the 

people of the southern hemisphere should have access to the same fashion 

trends as the ones in the north. 

What H&M does prior to market selection is looking closer at various different 

factors of a target market in mind. One factor being the potential of said 

market, in other words; how many stores H&M could open and operate in that 

market realistically. Potential goes hand in hand with the population as one 

need to know the degree of purchasing power of said population to determine 

the level of potential. One example is when H&M ventured into Germany. 

Germany, with its large population and purchasing power matched together 

with their developed retail centers served as an attractive market to enter for 

H&M.  

Another factor is how easy it is to enter the market and do business there. This 

is done by looking at the World Bank “ease of doing business” index. If there 

are any barriers such as tariffs, it could restrain H&M’s efforts of entering a 

market, as well as the impacts of the degree of corruption in the country. The 

key aspects H&M considers important when going into a new market therefore 

is potential, ease of doing business and barriers like corruption and tariffs.  

When it comes to culture, H&M decides not to adapt its business culture to 

wherever they choose to expand. They believe that business should be done as 

close to the customer as possible in an ethical way as a non-hierarchical 

company. Whenever H&M open stores in new markets, they usually bring in 

talents from different countries and teach their ways of doing business. A big 

portion of the support office in South Africa for instance are made up from 

natives, but they have been shown how to do business according to H&M. 

They have also joined the company because of who H&M are and what they 
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stand for. So H&M brings their business culture to the different countries they 

want to enter, and do not adapt to theirs. 

“We know who we are and we stay true to who we are regardless of where 

we are” - Person A, 2019 

However, when talking about the culture of the country, person A from H&M 

states that they cannot have the same commercial plan for Iceland as they do 

in India for instance; as their cultures are very different. The customers dress 

differently, the climates are different and the holidays they celebrate are 

different. H&M strives to become the local brand that celebrates the country’s 

holidays for instance, and it has gone to the point where some customers do 

not even realize that H&M is a Swedish company. The goal is to ensure the 

customers that they are there for them, and not to try to force Swedish 

traditions over them as that would not generate a positive outcome in terms of 

reputation and sales. H&M has also acknowledged that countries that looks 

fairly similar to others, like the Nordics for instance have their own sets of 

differences. One example being the culture in Sweden and in Finland. So one 

aim is to understand the culture of the country as well as have great local teams 

to adapt and become the local hero. 

To understand how a country works, and the behavioristics of the customers 

and how they shop as well as their needs; H&M attempts to understand the 

fashion retail landscape of the chosen market in particular prior to entrance. 

One goal is to map the full potential, and one example of gathering information 

for this is to travel around all the major cities in a region and their shopping 

centers. Through this, they could find out who their biggest competition in the 

malls are, who owns them and what the ownership structure looks like. If it is 

a shopping street, then the location plays a large role. According to person A, 

they spend a tremendous amount of time gathering information to really 

understand the country and the locations. 

H&M completely owns themselves in the majority of the countries that they 

have expanded to, and is the preferred way as it gives the company the role of 

being in total control and in charge of everything. Through that, H&M control 

the operations towards the customer, in other words; the customer journey. 

Despite H&M favoring operating by themselves, H&M also has franchise 

operations in various markets, and is based upon how easy it is to do business 

in the country. It could also have to do with the fact that some countries’ 

governments prohibits companies from owning their own businesses through 

regulations. Additionally, there could be a high enough risk navigating a 



Lindsjö Klamkin  Bernhardsson 

37(70) 

 

complex, governmental business system in the country of mind. Even though 

the risk, H&M decides to go into a country themselves or by franchise, 

nonetheless. 

An example of this is when H&M entered Cyprus not long ago. Despite the 

country not having a tremendous amount of potential, H&M expanded there 

with their own operations from Greece, a country where they already operated 

in. Whereas in Indonesia, where it is impossible to own their own operations; 

H&M had to partner up with a franchisee. Thailand is a country where it is not 

impossible for them to do business in themselves, but H&M chose to rely on 

the franchisee for Thailand as well, since in order to have enough business 

required with a single partner, one has to make it economically interesting for 

them to even partner up to begin with. 

If the potential target market in mind is owned by one franchisee that is not 

partnered up with H&M, it will be rather difficult to enter the location. The 

franchisee might own every shopping center in every location, thus making 

H&M not bother with entering the target market at all despite it having high 

potential. 

According to person A, they are certain that business is about networking and 

creating relationships, but not as much as people think. Especially when it has 

to do with a large company just like H&M. Due to the size of the company, 

the brand has a wide and high recognition, thus making customers create a 

demand for H&M stores. An example is when person A spoke to a landlord in 

Kazakhstan, who insisted on H&M starting operations there as visitors of his 

many shopping centers wished to see them open up their stores there. The 

landlord had asked the centers customers which retailers they wanted to see 

the most and H&M ended up on the first place with Starbucks and KFC close 

behind. So with a high enough, global brand recognition, comes opportunities 

in a way to create relationships easier with landlords wanting the company to 

open up a store in their shopping centers, as large brands pull traffic. 

5.3.2 IKEA 

According to person B, the choice of whether they should enter a market or 

not is relied on the chosen target market’s degree of potential. The potential is 

based upon different variables such as how much the average person spends 

on furnishing, additional sales potential and complexity to grasp the level of 

market potential.  
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To determine if a market has a high enough potential, IKEA first choose to 

measure the risks of said market. To do this they have developed a matrix 

which is used as a tool to determine the risks of any market from studied 

factors. The factors taken into account are: culture & values, laws & 

regulations, business operations and macro risks. They are then placed into the 

matrix based on the likelihood and impact of each factor, the likelihood and 

impact is measured on a 1-5 scale where 1-2 would net a Low risk rating, 3-4 

at medium risk and 5 would be considered high risk, when all of the factors 

have been assessed and assigned a value they are put together, creating a total 

risk rating for that market.  

The entry modes do not differ from country to country, as IKEA only uses 

franchising. Person B further explains that relations and personal networks are 

important when entering new markets, and ends their answer by stating 

“connection to government officials is the key for success”. 

So the network is indeed important for IKEA but is argued to be weighed out 

against market potential when deciding on which market they should enter. 

This is because the context of a market in relation existing networks could both 

increase and decrease the complexity to grasp the market potential. Market 

potential may be the most crucial factor in general, but the importance of 

factors could differ from market to market as it is contextual in the eyes of 

person B. 

The culture of the different target markets do affect IKEA’s operations in that 

sense that fully understanding the culture of the country in mind is a critical 

factor if IKEA wish to succeed with their business operations there. Despite 

admitting to this, person B chose to not explain the reason as to why it is crucial 

in detail. 

5.3.3 Clas Ohlson 

The shopping pattern of a country is also essential as Clas Ohlson strives to fit 

in the same pattern thus satisfying their customers by filling their needs 

according to their culture and norms. While adapting to a certain extent, Clas 

Ohlson also emphasizes the strength and importance of their business culture. 

It is important for them to teach employees about the history of the company, 

and to implement the same business culture in other markets as the one in 

Sweden. The majority of the employees at Clas Ohlson has been taught the 

ways of the company and have been on several courses within the firm if not 

through Skype. Everything to keep the same business culture abroad as in 

Sweden to keep the history and the DNA of Clas Ohlson alive. 
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One important part of expanding internationally is to find contacts in the target 

country to fully understand the local market and its’ consumers. To be a part 

of the customer pattern is a long term process, and therefore it is essential to 

be prepared from the start by having contacts in the area. Clas Ohlson do not 

use franchising, but when they entered Germany, one of the board members 

lived there, which turned out to be beneficial for their research about the local 

market. So the network is somewhat important when it comes to researching 

the chosen target market to minimize the risk. 

5.3.4 Happy Socks 

Happy Socks has been a global company from the beginning. They went 

international through the use of distributors, but as of two years ago they have 

started to take back markets and conduct most things in house. In addition to 

distributions and directly operating businesses; they also use licensing as a 

form of entry mode. The choice of entry mode does however differ a little bit 

depending on the potential of the market. Everything is launched with a 

distribution model, but it is only smaller markets with less potential that will 

remain within the regulations of the model. 

Happy Socks has not yet faced any real limiting factors, but there has been a 

discussion about expanding to smaller markets, like South Africa. The largest 

impacting factor determining if a market is suitable or not is the potential, but 

it could also serve as a limit since smaller scales usually means less potential 

than larger ones. It is a matter of risk versus reward, if the potential is worth it 

and if there is a risk of running into limiting factors, but it has not been an 

obstacle yet, nonetheless. Person C continues to explain that they think local 

markets are not any different compared to others, thus stating that there are no 

cases of markets where certain factors are more important than others. The 

culture of a country does not affect Happy Socks operations in different 

countries, neither does it have an impact on whether a market is suitable for 

expansion or not. 

5.4 ECONOMICAL FINDINGS 

5.4.1 The H&M Group 

If the level of corruption is high within a country, it could impact heavily on 

entry and the way the H&M group wants to do business in a country, since 

H&M has a zero tolerance level for corruption according to their code of 

ethics. India is a highly corrupt country, and when H&M does business there, 

they need to make assessments on how to manage business without falling into 
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any corruption traps. If H&M cannot find a way to manage and avoid 

corruption in markets; they are reluctant to enter.  

Limiting factors for the sub brands of the H&M Group differs from brand to 

brand. If one were to look at Cos, a brand targeting customers who are really 

interested in fashion, while H&M themselves targets a lot of price sensitive 

customers as well as the middle income customers, which distinguish them 

two from another. Cos is limited to larger cities where there are people who 

has a “big city mentality”, whereas Monki targets other people. So the sub 

brands have to find the perfect locations to open up their stores too, just like 

H&M. However, it is rather difficult for a sub brand to enter a market before 

H&M as the initial costs are very high, and there might not be a high enough 

demand for the brand in particular at the market. This means that the sub 

brands are limited to markets where H&M has already begun their operations, 

as no sub brand has ever tried to enter without H&M entering first due to the 

costs and risks. 

The degree of influence that the network has over economic parts in regards 

to which market to enter has sometimes to do with proximity. H&M has no 

trouble to enter another country on their own, but sometimes it is a lot cheaper 

to do it with a franchise partner in the region. This is because sometimes the 

cost of the entry could be bigger than the worth of the entry itself, so from an 

economic and resource standpoint it is sometimes easier to enter a market with 

a franchise partner. The costs could consist of IT costs, logistic, or even supply 

chain related costs. If a market has the upside that one could supply it with 

merchandise from a neighboring country, then H&M would not have to pay 

the same initial costs again. Thus, it makes more sense economically to enter 

that market. One example being merchandise shipping from Italy or Bulgaria 

to the stores of Cyprus freely as they are all members of the European Union 

thus minimizing costs. 

The more unique a country is in terms of its regulations, pricing, currency 

compared to the rest of the already entered markets of H&M, the more 

expensive and resource craving it will be to enter that market in particular. 

5.4.2 IKEA 

“Nowadays there is a more concentrated strategy considering expansion in 

regional clusters in connection to the rest of the value chain so we can 

ensure opening new sales channels in markets in connection to existing or 

new supply channels in markets in connection to existing or new supply 

chain so that we can also enable offering products at the lowest cost for the 
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retailers. Concentrations of volumes enable supply and fulfillment at the 

lowest cost. “-Person B, 2019 

When it comes to geographical factors, person B argues that there should be a 

natural focus on reaching as many potential customer as possible based on the 

potential. Therefore, IKEA thinks that the location of the stores matter and that 

being located in the heart of the largest cities is the way to reach out the best, 

instead of smaller towns. 

According to person B, there are certain minimums of parameters that serves 

as limiting factors depending on the country. Unfortunately, they could not 

share what these where.  

5.4.3 Clas Ohlson 

The firm currently own all of their operations themselves. However, in the past 

they had a franchise partner in Dubai before they decided to shut it down. The 

only reason for partnering up with that franchise partner is because the 

chairman of Clas Ohlson had contacts who were interested in coming up with 

a new concept, thus leading them to Dubai. The degree of risk were also quite 

low as the franchise partner stood for their own costs so they saw an 

opportunity through that. 

The largest factors Clas Ohlson takes in consideration when planning on 

expanding abroad are the location’s purchasing power, growth, the potential 

in terms of how many stores they could operate at the time, as well as the 

margins and the competition. Another factor is whether the country in 

particular has any political or economic instabilities for instance. It all goes 

hand in hand in Clas Ohlson’s expansion strategy that is opening several stores 

in the same region to increase the brand recognition, before moving to the next 

market. 

One deal breaker according to Bo is if the rent is too high. He says that 42% 

of the normal rent in England serves as business rent, and that it could differ 

from country to country, so it is extra crucial when reviewing different rents 

in England to be sure that it is not too high. It should be profitable in the end, 

and therefore one should focus on the total turnover, the competition, margins 

and the rent levels. 
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5.4.4 Happy Socks 

The network and relations of Happy Socks is crucial for a wholesale business, 

according to person C. This is because it is one of the biggest hurdles for them 

when taking back markets. However, the network has no impact or power over 

which market Happy Socks should enter next. 

There are no minimums or required levels of certain parameters such as GDP, 

limiting Happy Socks to only certain countries, but this is because they have 

not faced a market where this is an issue, according to person C. 

There was once a discussion whether Happy Socks could sell their products in 

warmer countries, but was later on ignored as they see no problem in selling 

socks in countries like India. Through this; person C stated that there are no 

geographical factors as of yet that would come to impact their future market 

selection. 

5.5 RISK THEORY 
If the level of corruption is high within a country, it could impact heavily upon 

entering the market and the way the firms do business there. As mentioned 

earlier the firms have strict policies against corruption and they are reluctant 

to enter a country if corruption cannot be avoided. Further, when it comes to 

IKEA, the different types of risks and their degrees of impact are handled in 

their matrix as mentioned in the behavioral findings. As earlier mentioned, 

they could be associated with culture and values, laws and regulations as well 

as business operations and macro risks. Further, the H&M group’s strategy is 

to have full control of their operations. By being in control they can keep the 

risks within the acceptable levels. Moreover, Clas Ohlson saw the benefit of 

using franchising in Dubai because of the partner being responsible for the 

costs. They would not have thought of the idea of entering if it was not for the 

contacts of the chairman. The entry was a high commitment, whilst the risks 

because of the use of franchising, were seen by Clas Ohlson as low. To 

evaluate the risks of the countries the firms analyze many segments of the 

countries. However one main tool they use is the ease of doing business index 

which will be presented further later on in the chapter.  
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5.6 FIRM STRATEGY 
The firms that were interviewed all have different strategies related to their 

preferred mode of entry. Both Clas Ohlson and the H&M group strive to own 

their physical stores themselves as long as it is possible, mainly the constraints 

faced in reference to this has to do with legal reasons or practical reasons. In 

other words, the firm’s main entry modes are to have wholly owned 

subsidiaries. On the contrary, IKEA’s strategy consist of solely using 

franchisees. Moreover, H&M has two franchise partners one in Asia and one 

in the Middle-east due to legal aspects as well as allowing the franchisees to 

have neighboring markets in order to make it profitable. For instance in 

Indonesia the franchise partner was allowed to be the franchise partner in 

Thailand as well in order to assure a higher commitment to H&M. Happy 

Socks strategy has previously been to sell their products to other retailers who 

would front them in their stores, however, they have over the past few years 

started to establish their own stores in certain locations where they saw enough 

potential to warrant the risk. They used licensing and distributions in the past 

and with recent changes in strategy have moved on to use wholly owned 

subsidiaries as well. Furthermore, Clas Ohlson tried using franchising once in 

Dubai but was forced to leave the market later on.  

5.7 ADDITIONAL SECONDARY DATA  
In order to complete the empirical findings, there is a need for additional 

secondary data. The firms will bring up and discuss this, thus contributing to 

answering the authors’ research question. 

5.7.1 Ease of doing business  

Each year the World Bank publishes “The Ease of Doing Business Index” 

(EDBI) which measures 41 variables concerning 10 different areas with the 

goal of comparing the business environment of countries around the world. 

The index is used by policy makers, researchers and MNCs alike (Pinheiro-

Alves and Zambujal-Oliveira, 2012). Regulations affecting the life of a 

business are covered such as aspects concerning starting a business, dealing 

with construction permits, getting electricity, registering property, getting 

credit, protecting minority investors, paying taxes, trading across borders, 

enforcing contracts, resolving insolvency and labor market regulation 

(Worldbank.org, 2019).  
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6 ANALYSIS 

This chapter will connect the empirical findings and the theoretical framework 

with the aim of creating a valuable analysis. When the authors were analyzing 

the theoretical framework with the empirical data they found that the factors 

could be divided and explained through the structure of the theoretical 

findings. The analysis will therefore be categorized to find the determining 

factors from the behavioral and economic theories. The MNEs will be 

compared with each other to establish which determining factors they share 

and which are firm specific and for what reasons. Whilst risk perception is the 

foundation of the determining factors it will analyzed within the behavioral 

and economic theories. 

“Failure is a bend in the road, not the end of the road. Learn from failure 

and keep moving forward.” ― Roy T. Bennett 

6.1 BEHAVIORAL 
According to the networking model (figure 1) made by Johanson & Mattsson 

(1998); relationships and networking are the key to gain access to information 

about different markets where a company has not yet expanded to. By using a 

firm’s network partners’ history regarding internationalization, the focal firm 

can learn from their partners and thus the company itself can be more prepared 

for future international expansion. This pattern is something that is noticeable 

particularly in the case of Clas Ohlson where it has been essential for them to 

find contacts in the region they are interested in. The empirical findings 

gathered from the interview with Bo Heyman acknowledged the fact that 

contacts in a region will lead to a head start within researching the potential 

target market, as Clas Ohlson had a board member located in Germany, and 

their chairman knowing people in Dubai, prior to entrance of both markets. 

This helped them to get to know the local market better, to know how the 

consumers act with the aim of eventually becoming a part of the consumer 

pattern that exist in that particular market.  

We know that the network is important to Clas Ohlson and Happy Socks, but 

for larger companies like IKEA or H&M it could very well be the contrary. As 

the interviewees of both IKEA and H&M stated; networking is an important 

part of international business, but not as much as people think. Large brands 

like H&M and IKEA usually have a high brand recognition because of their 

history within international expansion and can be consider to be international 
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among others as they fit in with many of the characteristics seen in table 1 

(Hadley and Wilsons, 2003), thus creating an image for themselves. If the 

image is seen as positive in the eyes of people; it will generate a demand for 

that brand on the market. The demand from customers will in their turn make 

landlords ask the brands to open their stores in their malls to satisfy the 

customers’ wishes and needs. Through this; H&M and IKEA do not have to 

rely on their networks to find markets willing to let them begin operations 

there, because the landlords will come to them instead, thus reversing what 

usually is the expansion process for the firms. When it comes to H&M’s sub-

brands, person A stated that it is difficult for them to enter a market without 

H&M expanding there first. This is because they are smaller and less known 

than H&M, thus making them rely on larger brands in their network. 

Therefore, networks are of less importance for larger enterprises than it is for 

smaller enterprises. However, according to the empirical findings from H&M; 

they believe it is safer to enter complex markets together with a franchise 

partners, if not at all, as it has to go with the ease of doing business. We know 

that when there is high corruption, difficult legal or business environment in a 

market H&M avoid the uncertainties and use their franchise partners or 

consultants to enter the market. If the majority of the shopping centers are 

owned by one of H&M franchisees competitors, then they might not enter at 

all, despite the market having a high enough potential. This for the reason that 

H&M then will not be able to position themselves in the best locations in that 

market. Further, H&M’s trust towards their franchise partners is strong and 

they take large decisions together. To be able to access the perfect locations 

for H&M’s stores is argued to be essential according to person A. It could go 

as far as not expanding to the market at all without the perfect location, as it 

will affect the sales, the image and how easy it is to ship merchandise to the 

store. It also has to do with whoever they are targeting. H&M are for everyone; 

young, old, women, men whilst the sub-brands are niched. Cos targets the 

fashion loving city people, and their stores must therefore be located in big 

cities, or it will not match the business culture and image at all. This is why 

the locations are crucial for the H&M Group, and access to them might be 

simplified by contacts. This could be linked back to the eclectic theory by 

Dunning (1988), as he discusses about the importance of location advantages 

amongst others types. 

As presented in the revised Uppsala model changed to be more accurate to the 

importance of networks today; Johanson and Vahlne (2009) stated that 

relationship commitment decisions are made by partners with a strong enough 
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trust, built through a long period of time. As H&M has relies on their carefully 

selected franchise partners to sometimes open stores in new markets for them, 

their bonds must be strong and continuously growing because of new projects, 

thus increasing their degree of internationalization as emphasized in the 

Network model (Johanson & Mattsson, 1998). By relying on franchise 

partners; H&M could focus on other objectives, as well as find various 

knowledge opportunities with the knowledge obtained by their network 

partners. Their network position increases together with the growth of the 

network, as long as both H&M and partners are committed to each other 

(Johanson and Vahlne, 2009). When it comes to IKEA, however, the network 

is weighed out against market potential, as IKEA’s brand recognition is also 

quite high. The brand will pull traffic wherever they expand, so the network 

will remain somewhat important. Despite this, IKEA still states that 

connection to government officials is the key to success, nonetheless. 

As for Happy Socks, their degree of internationality is high as for their wide 

network created through distributions and licensing. Thanks to their network, 

they were born global, thus making the personal network crucial to them. They 

can sell their products in both warm and cold markets, as everybody uses 

socks, therefore making the psychic distance not as important as it is for other 

companies. H&M favors ease of doing business, and the process of expanding 

abroad will be simplified through a lower requirement of research prior to 

entrance. Researching the target market in mind, the customers, the shopping 

centers and potential barriers is something that all four of the companies value 

highly and will add to the psychic distance of the decision maker. As psychic 

distance has to do with differences regarding cultural, geographical, political 

and economic aspects (Johanson and Wiedersheim-Paul, 1975), it might affect 

whether a company wants to expand to a country in particular or not (Griffith 

and Dimitrova, 2014). However, Happy Socks have not found anything 

serving as obstacles when expanding to warmer countries, as of yet, which 

makes psychic distance not that important to them. As person A from H&M 

stated; if a market is quite complex from a political and institutional 

standpoint, and one of H&M’s competitors owns the majority of the malls in 

the market, then they might not bother to enter at all despite the market having 

lots of potential. This means that psychic distance, risks and the ease of doing 

business is important to H&M, despite them being a large brand, resulting in 

potential not being the most essential factor for market selection. Another 

proof of this is when H&M expanded to Cyprus, despite the market not having 

a lot of potential for sales in the eyes of person A. They exploited the potential 
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of transporting merchandise and handling the administrative bits from a 

neighboring country where they already had established infrastructure, thereby 

minimizing the initial costs and making the expansion to Cyprus economically 

viable. This is also a proof that the location of the market is important to firms, 

not only to make profit but it should be easily accessed for consumers as well 

as staff. 

Clas Ohlson also finds it crucial to minimize the psychic distance by having 

contacts in the target region with the goal of fitting in with the customer pattern 

better. They are aware that it is a long time process, but are willing to give the 

markets a try if they have contacts there. As they once had operations in Dubai, 

a country very different in many aspects, not the least culturally compared to 

Sweden, is a market they expanded to thanks to contacts. This means that the 

network as well as the country’s purchasing power and potential is important 

whenever discussing on expanding abroad. Applying Clas Ohlson to the 

Uppsala model clarifies the fact that unless the company’s network position is 

not high enough, there won't be any opportunities (Johanson and Vahlne, 

2009), which is indeed true for Clas Ohlson. Unfortunately, Clas Ohlson had 

to close down their operations in Dubai, but the opportunity and experience 

gained from expanding there in the first place could serve as experiential 

knowledge, or learning by doing, as emphasized in the Uppsala model 

(Johanson and Vahlne, 2009). IKEA however, values the risk factor higher 

than the network, as it is implied in the empirical data that personal relations 

and networks will be weighed out against market potential. By using the matrix 

given by person B at IKEA, one could determine how critical of a risk it is for 

the firm, no matter how different the country is to Sweden. One variable being 

added into the matrix is culture and values and will show the cultural 

differences between the country where the decision maker is and the potential 

target market. As cultural differences are usually the first thing that comes to 

mind when thinking about other countries, it will add to a clearer view of how 

wide the psychic distance actually is (Hollensen, 2017), and IKEA can from 

there determine the risk from a cultural standpoint. 

 

“You cannot swim for new horizons until you have courage to lose sight of 

the shore.”― William Faulkner 
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Seeking opportunities across borders starts with drivers that could be both 

internal and external. A driver for both IKEA and H&M is market demand. As 

told by person A; H&M is the most wished brand to open their stores in a 

shopping center, thus forcing the landlord to reach out to the company. These 

kinds of opportunities are the results from a large degree of brand recognition, 

which is a result of business growth. For the smaller brands, the process 

usually starts with managerial urge. As earlier mentioned; Clas Ohlson 

expanded to Dubai through their chairman and their contacts. They took the 

opportunity to expand there as well as with their contact in Germany. 

Exploiting a firm’s network partners’ knowledge could also lead to 

opportunities, whether they are based of activities or taught directly, and could 

also influence a company to go international, as stated in the revised Uppsala 

model (Johanson and Vahlne, 2009). For a firm that is heavily influenced by 

its network, it could work as a driver, one example being Happy Socks.  

Being committed to each other within a network may be important, but it is 

also essential for Clas Ohlson that everyone is committed to their own business 

culture. Their goal is to fit in the customer pattern of the market that Clas 

Ohlson is expanding to, and they are aware that it is a long term process. 

Depending on how much information the company has gathered before 

expansion or how culturally different the country is will affect the process, but 

will not be a limited factor nevertheless. For H&M however, to adapt to the 

culture of the markets is something obvious, as they strive to become the local 

hero. They want to celebrate the holidays of the target country through their 

fashion instead of forcing Swedishness onto the customers, because that would 

not benefit their brand image nor sales. So research is important and lack of 

information could serve as a barrier, as it is essential to know how the climate 

is, what holidays are celebrated there, what commercial plan to use as well as 

how customer shops, for H&M. It is similar for IKEA, as they focus on 

researching about how much the average person spends on furnishing in the 

target countries, since their products will stick to the Swedish niche wherever 

they choose to expand. 

We know that the location of the market, local contacts, and research about the 

culture of the target market as well as its market potential serves as the most 

crucial impacting factors. The location is especially important for H&M and 

its sub-brands, and goes hand in hand with whatever group of people they are 

targeting, as well as if it is easy for them to transport merchandise there. To 

have the perfect location in each and every market is not important for Happy 

Socks, however, as they have not been hindered when internationalizing to 
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countries completely different to Sweden. Contacts located at the target market 

are important for Clas Ohlson, and will benefit their market research. All of 

the four companies values market research highly, whether they adapt to the 

culture of the country or not. The potential of sales and increasing brand 

recognition is the aim for them all, but could be hindered through factors 

serving as deal breakers. Happy Socks do not have any limiting factors as of 

yet, but is heavily influenced by its network. IKEA however, values their 

network but does not let it influence the market selection as the market 

potential is what the company focuses on. The ease of doing business in every 

potential target market also affects the four companies’ market selection, as it 

cannot be too expensive or too much of a struggle to begin operations in 

markets more complex than Sweden. The interviews have given us the answer 

to our research question, from a behavioral standpoint. Alas, we need to add 

the economic aspects before we can have the complete results to our study. 

6.2 ECONOMICAL 
“Morality, it could be argued, represents the way that people would like the 

world to work, whereas economics represents how it actually does work.”― 

Steven D. Levitt, 

From the empirical findings we can see that there are several economic factors 

which play a role in the selection of suitable markets for Swedish MNEs in the 

retail industry. Dunning (1988), brings up the eclectic theory where the three 

advantages of ownership, internalization and location are discussed. 

Furthermore, previous research by Hollensen (2017); Mullner (2016); 

Rajagopalan and Spreitzer (1996) found that there are several economic risk 

factors such as barriers, adaptations and risk levels that influence the market 

selection. Moreover in the theoretical framework, He, Lin and Wei, (2016) and 

Hollensen (2017) present the transaction cost which has several determining 

factors when selecting suitable markets. Among them the authors found that 

the factor of keeping operations in house instead of outsourcing to carry high 

importance for the H&M group, Clas Ohlson and Happy Socks.  

However, keeping as much as possible in house is not how IKEA does it as 

their expansion strategy relies on franchises as their entry mode. This does 

however, come with some disadvantages due to the reduction in ownership 

advantages which the other studied firms can take advantage from. However, 

the H&M group and Clas Ohlson have a strategy to keep ownership and 

control of their foreign operations. While Happy Socks has during the two 
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previous years chosen to increasingly own their own operations in 

combination with licensing to wholesalers as they have done previously.  

Additionally, we know from the empirical data that the location is one of the 

most important factors. As Yip and Hult (2012) mention in the theoretical 

framework, specific geographical locations can be beneficial to logistics and 

give firms a competitive advantage. We know that the H&M group chooses to 

enter certain markets based on their locations in proximity to existing markets. 

However, they consider that the firms have the right locations within the 

markets to be the most crucial factor. Furthermore, we know that the firms can 

decide that a certain market is profitable after analyzing the macro factors but 

they can wait years to enter the market until the right location is found. 

Defining the right location for the firms however is firm specific, but from the 

empirical data we know that for the H&M group the location has to be 

“perfect” which for them means to be on the best street or location in a 

shopping center. For IKEA the perfect location is a location which is 

accessible to many customers and within the hearts of the cities and Clas 

Ohlson finds it very important to find a location where the purchasing power 

is high, a factor which is equally important for the H&M group and IKEA.  

When a firm is looking at new market there are risk factors which can 

determine if the market is suitable or not. As Rajagopalan and Spreitzer (1996) 

mention in the theoretical framework there are two different types of risks, the 

existing risk level and the tolerable risk level of the firm. We know from the 

empirical data that the firms all have strategies to deal with risk. While the 

firms have individual levels of acceptable risk they all plan for unexpected 

events and have their own tolerable risk levels. As Mullner (2016) mention, 

the risks can be transferred to other parties through the use of contracts. 

Furthermore, the larger firms are more inclined to accept higher risk levels 

because they are able to deal with failure, however Mullners (2016) claim is 

to some extent contradicted by White (1995) who argued that the ability and 

acceptance of losses is less for publicly traded companies as they have a 

financial responsibility with a short term timeframe to produce a good ROI for 

their shareholders, a company which is not publicly traded could as such have 

more room to expand and a longer timeframe then those that are publicly 

traded.  
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Moreover, Hollensen (2017) describes risks as internationalization barriers for 

firms and categorize them as general market risk, commercial risk and political 

risk. We know that there are certain risk factors for the firms which determine 

if the markets are suitable or not. For instance, the H&M group has a zero 

tolerance for corruption and if there is no way to avoid this risk by contracts 

and intermediates the market will not be an option. While IKEA uses franchise 

they have less control but still face political and commercial risks. However, 

measuring the markets regarding culture & values, laws & regulations, 

business operations and macro risks determines if the firm should enter the 

market. Further IKEA through the use franchisees is able to contract away 

most of the risks associated with expanding to a new market. Contrary to 

IKEA, the H&M group and Clas Ohlson rely on the knowledge within the firm 

to deal with the risks they face and enter countries on their own. With 

knowledge about how to do business from the past, they can deal with the risks 

as long as they remain at the acceptable levels. Moreover, Since the H&M 

group consists of many brands, they face general risks and brand specific risks 

while choosing which market is suitable. The sub brands are unable to enter 

markets without the presence of H&M since they are dependent on the 

infrastructure and logistics the entire group provides. For Clas Ohlson there is 

a high risk of competition on the market. They follow the strategy which 

Hollensen (2017) describes where large scale enterprises use incremental steps 

and have a long term orientation. Further we know that Clas Ohlson does this 

in order to increase their brand recognition in the region. 

There are certain transaction costs which firms face when internationalizing. 

These costs according to He, Lin and Wei, (2016) arise as a consequence of 

transactions. For all the firms in our empirical findings these costs have been 

a factor in determining if the market has potential. For H&M the initial costs 

are often times very high of entering a new market because of the size of the 

firm, whilst the sub-brands are able to enter markets without experiencing the 

high initial costs by utilizing the existing networks set up by H&M which are 

already established. However, we found that the determining factor for the 

sub-brands within the H&M group was that H&M had to be operating in that 

market. Which can be connected to the theoretical framework where Hollensen 

(2017) describes that companies will undertake processes in a hierarchical 

mode in house until such a point as when the organizational costs associated 

with the process reaches the same level as it would cost to outsource it. 

However, in the case of IKEA, when they face initial cost the empirical 

findings have shown us that the legal costs are measured as to how much the 



Lindsjö Klamkin  Bernhardsson 

52(70) 

 

costs would be and to what levels the costs are acceptable or become too much 

of a risk. Further IKEA also measure the risks of legal fees in the same way. 

The authors know from the empirical data that for IKEA the legal aspects are 

of high importance since they rely on franchise contracts on all of their 

markets. While Clas Ohlson have a high focus on margins and if the 

transaction costs have to high effect on the margins they are reluctant to enter.  

“Corrupt politicians make the other ten percent look bad.” ― Henry 

Kissinger 

Something that the four companies have in common is what lies behind their 

urge to go international; economies of scale. As long as the expansion process 

is worth it in the end in terms of sales and how easy it is to actually do it, the 

four firms will expand abroad, either on their own or through franchising, 

distributions or licensing. This driver is however countered by various barriers 

and deal breakers. From the empirical findings we know that H&M’s deal 

breakers are if a country has a high rate of corruption, and another one being 

if H&M as well as the sub-brands are unable to access the perfect location for 

their stores. A third one is if the market is complex due to government 

regulations or if the malls are owned by a landlord not being one of their 

franchise partners. For IKEA it is if entering a market involves a critical risk 

revealed in their matrix, or if the market has a lower potential or purchasing 

power on furniture than needed. Clas Ohlson focuses on rent costs and 

contacts, whilst Happy Socks do not have any limiting factors as of yet. 
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7 CONCLUSION 

In this chapter the authors’ conclusions will be presented based on the 

analysis in the previous chapter. Our research question will be answered and 

presented with the help of a table which summarizes the determining factors 

of the research firms. Following the theoretical and practical implications will 

be presented and ending in the limitations and suggestions for further 

research. 

7.1 ANSWERING THE RESEARCH QUESTION  
Internationalization and globalization have been the focus of many researchers 

in the past and will continue to be in the future. Our research has identified the 

determining factors for Swedish MNEs in the retail industry when selecting 

markets. The research firms are very different in many ways and have different 

strategies of how their international operations are run and which entry modes 

are used. The authors have therefore been able to find firm specific factors 

which can be explained by the characteristics of the individual firm. Moreover 

this has provided us with determining factors which apply to all of the firms.  

As previously stated the goal of this thesis was to answer “Which factors 

determine suitable international markets to establish physical stores in for 

Swedish multinational retailers?”  

We can conclude that there are determining factors regarding different 

transaction costs when selecting a new market, and differ from firm to firm. 

Because of the different organizational structures of the firms and strategies 

when entering markets we believe that this is reasonable. However, the authors 

have found that the initial costs influences heavily if the firm will enter the 

market or not. As the entry strategies varies from firm to firm, the costs does 

too, it is crucial to determine the initial costs of entering the potential target 

market in advance to see if the turnover is worth it in the end. 

We have found that the firms’ abilities to have full ownership and control of 

the foreign operations is a determining factor. This is because it is a part of the 

internationalization strategy of the firms and it is supported by what Dunning 

(1988) presents in the eclectic theory about ownership advantage. When a 

firm's strategy is to keep as much control over its operations as possible when 

internationalizing, whether or not the markets allow foreign firms to conduct 

business on their own or not becomes a determining factor. This is connected 



Lindsjö Klamkin  Bernhardsson 

54(70) 

 

to the concept ease of doing business as well. Furthermore, when it is difficult 

for a firm to conduct business with full control over their operations in a market 

they will be reluctant to enter. However, entry modes in the cases of H&M and 

Clas Ohlson have as previously mentioned been to use franchise if they wish 

to enter despite the previous mentioned barriers. 

Dunning (1988) and Yip and Hult (2012) also discusses the importance of 

location advantages, and after this study we could conclude that to be able to 

maximize the market potential in an area, the four different companies aim to 

get access to the best, possible location for their stores. By having your store 

located in an area suitable for one’s target group, with a high enough 

purchasing power; the market potential increases, as it is more likely to 

increase in sales in those places with those circumstances. H&M could even 

go as far as to not enter a market without access to the best shopping center or 

street whilst IKEA has other criteria for what the best location is. Happy Socks 

have not yet found any limiting factors when it comes to locations and 

geographical factors but has started to take back stores where they are the most 

profitable. Clas Ohlson finds it crucial to get to know the local market 

beforehand, and starts by establishing one shop in an area, followed by 

opening up several ones nearby to grow their brand recognition through the 

location. 

We also found that the location of the stores in whatever country IKEA, Clas 

Ohlson and the H&M group choose to expand to matters immensely from a 

behavioral standpoint as well as through an economic one. The importance of 

the location has to do with ease of doing business, logistical costs, company’s 

image and target group. The geographical distance to neighboring markets 

where they are already established also affect whether or not there is a need to 

establish a new regional office to handle the new market. The costs of 

transportation and rents might turn out to be too high for the companies to 

make any profit, so it is essential to always make sure that the effort consisting 

of time and money is worth it in the end, in terms of both economic and 

behavioral aspects. Behaviorally speaking, the brand recognition and image 

will only be positive as long as the perception reflects the reality. The correct 

segmentation group of people need to be satisfied and accessed easily, 

therefore the H&M group is forcing their sub-brand Cos and its stores to 

locations within big cities where their target segmentation tend to frequent. 

Through that, Cos can reach their target group and hopefully satisfy them, thus 

increase their brand recognition. 
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If the location being considered for the future store is in a complex area or a 

country far away from other markets that have already been entered, then the 

research regarding the distinguishing features between the two markets as well 

as the logistical expenses are vital to consider. If so, the research is likely to 

be more resource intensive and there might be cultural differences affecting 

whichever commercial plan H&M are going to use for instance. It could also 

affect if they need to open an office there or if they could use a nearby one. 

Another example would be if H&M has to change or adjust the clothes they 

are selling in the countries, or the material used in IKEA’s furniture depending 

on the culture or climate. So both geographical and cultural aspects play a role 

in their market selection process. Psychic distance, could come to affect the 

internationalization, but not when it comes to market selection for the larger 

brands. As or research question is about which factors affects the market 

selection, psychic distance is not one of them. The only aspects associated with 

psychic distance is political regulations and the complexity of each market, but 

they do not necessarily have to do with the perception that the decision maker 

has of the potential target market. 

The role of the network is also different compared to the size and the 

recognition of each company. As both the network model and the revised 

Uppsala model emphasizes the importance of networks in today’s business 

world, it contradicts some parts of the empirical data gathered from the 

interviews with the H&M group and IKEA. They are both are large companies 

with high enough brand recognitions to reverse what is usually the 

internationalization process. Landlords come to them with the wish of IKEA 

and H&M to open their stores in malls, which proves that they both could 

manage on their own, without a network to rely on. The networks does 

simplify some entrances. However, as it might be easier and cheaper to enter 

a market with a franchise partner rather than without them. Some partners 

might even have exclusive information and knowledge about the local target 

market that could be useful when planning with commercial plan to use or 

what the customer pattern looks like, which is essential for Clas Ohlson. This 

means that the network is important for the companies but not as much as 

people think. Happy Socks, however; relied on their network until they started 

taking back and being in charge of their own operations, simply because they 

did not own any stores on their own before.  
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Lastly, we have got government regulations, and in whatever way they may 

hinder a company from entering the market at all or just makes the process 

more difficult. A company might not be allowed to be in charge of their own 

operations in the country, or there could be certain tariffs on products that will 

increase the costs. There could also be certain material combinations that are 

prohibited, which will affect how the different brands’ products are produced. 

To summarize our findings, we have identified three main areas which have 

the greatest impact over where and how Swedish multinational retailers 

establish physical stores. These areas are: market potential, market complexity 

and networks, although networks become less important the larger the 

company becomes. These areas can be further divided to individual factors; 

for market potential these factors are: location, purchasing power, target group 

while for the market complexity, the factors are government regulations and 

challenges that arise due to the distance from existing firm infrastructure such 

as offices and logistical hubs. As mentioned previously; networks tend to play 

a bigger role for firms that are not yet a global actor.  

7.2 THEORETICAL IMPLICATIONS 
Previous research has focused on retail internationalization with different 

results such as the research by Li et.al (2017) about managers country 

familiarity and He, Lin and Wei (2016) where transaction costs explained the 

international market selection. Taking into considerations the previous 

research we could identify a research gap. We recognized the lack of research 

in how Swedish multinational retailers identify suitable markets and which 

factors are determining for them. In answering our research question we were 

able to add a new perspective towards retail internationalization, the one of 

multinational Swedish retailers. Whilst our findings are connected to 

internationalization theory we determine in our findings which parts that play 

a larger role in the research area. Our findings correspond with previous 

studies concerning retail internationalization, however our research has 

determined which factors that bare the most weight for Swedish MNCs market 

selection.  

The revised theoretical synthesis below explain the determining factors our 

research has identified. The results show that some of the mentioned factors 

within internationalization theory do not apply to all MNEs. Despite this, some 

factors are determining and could be backed up by internationalization theory. 
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Figure 5: Revised synthesis, made by us (2019).  

 

Furthermore, this thesis has contributed to theories about international market 

selection by identifying components/factors that have the biggest impact on 

where Swedish multinational enterprises in the retailing sector establish their 

new ventures. These components are market potential, market complexity and 

for companies that are not yet fully global, networks play a bigger role then 

for the larger companies. For a Swedish retailing MNE entering a new market, 

the previously mentioned factors need to be understood and evaluated for the 

expansion to be successful.  

7.3 PRACTICAL IMPLICATIONS AND SOCIETAL CONSIDERATIONS 
For some of the multinational firms in our case study, the obvious steps in the 

internationalization process have been taken in the past and they now have 

entered most mature markets globally. Therefore the internationalization 

theory can explain the factors which determine suitable markets, but not why 

the firms can play by their own rules because of their size, reputation and 

global recognition. There is need for further research to understand and define 

our results and why once large enough a firm is less depended on certain 

factors than the ones of a smaller firm. However, our research has made it 

possible to understand why Swedish multinational retailers select markets and 
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how it has been done in the past. Therefore based on firm strategy Swedish 

firms in the internationalization process can learn and gather inspiration from 

this research. 

Based on our findings we can draw the conclusions that any government that 

seeks to attract a Swedish retailer will need to make sure that the business 

environment and infrastructure is good and that there is room for the necessary 

margins in order for them to turn a profit.  

7.4 LIMITATIONS  
As the work on this thesis progressed we identified certain limitations which 

we believe had an impact/influence over the quality and our subsequent ability 

to answer the research question. One major limiting factor was the lack of 

firms that possessed the traits that we set as criteria (as seen in the purposive 

sampling chapter). To solve this we expanded our original scope which was 

on Multinational Swedish fashion retailers to a broader sense including other 

types of Swedish MNEs in the retail sector. While the majority of the studied 

firms are fashion retailers we were able to get a more general picture of how 

Swedish MNE retailers choose their markets. Another limitation is that the 

studied companies are not all of the same exact size and are not on all the same 

markets due to some of the companies being smaller and in another stage of 

their internationalization process. Had we been able to focus solely on 

companies that are of the same size, industry and that operate in the exact same 

countries the results would potentially have been more generalizable.  

Furthermore we only studied this from the viewpoint of the companies 

themselves, adding the perspective of local governmental officials or a 

company that owns the malls that the studied companies are sometimes located 

in could have provided an interesting perspective.  

7.5 SUGGESTIONS FOR FUTURE RESEARCH 
The research area for this thesis is limited in its scope and is only focused on 

the factors that have the greatest influence over how and where Swedish 

multinational retailers choose their new markets. From the limitations put on 

this thesis we have found some relevant topics for further research:  
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1. To investigate how these entry modes are executed in practice. By 

studying this, further depth can be provided as to why and how 

Swedish multinational retailers internationalize.  

2. To look at how retailers combine their internationalization with the 

ongoing digitalization. By researching this, another dimension of the 

internationalization process could be established. Is the digitalization 

used purely for marketing purposes? Or could it affect a firm’s 

internationalization process in a different way? 

3. To compare how Swedish retailers expand online with the physical 

expansion. Through this comparison some interesting and insightful 

conclusions could be derived.  
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9 APPENDICES  

Appendix I : Interview guide  

Background questions 

·   Do you wish to be anonymous? 

·   Brief information about yourself, i.e. what is your position, describe your 

international experience and how long have you worked for this company? 

Internationalization 

·   How do you choose which market to enter? 

o   Which different entry modes are used, Wholly owned subsidiary, 

franchise , licensing etc? 

o   Does your entry mode differ between countries? If so, why? 

·   Which factors would you say have the biggest effect on whether a market 

is seen as a suitable target market or not? 

o    Are there any factors serving as deal breakers? Like corruption for 

instance? 

·   Has the way in which you go international changed over the years? If so, 

how and why? 

·   Have the factors which determine the markets you enter changed over 

time? and if so in what way? 

·   How do you view the importance of relations and personal networks when 

entering new markets? 

·    To what degree does the firms network determine which markets to 

enter? 

·   Are there any markets where you think certain factors are more important 

than others? If so, which and where? 

·   Are there any minimums which certain parameters (such as the level of 

Gdp,ppp,corruption, Ease of doing business)  need to reach before you 

consider entering that market? 

Culture 
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·   Does culture affect your operations in different countries? If so, which 

cultural factors? 

·   Do you consider that cultural understanding is a critical factor if you wish 

to succeed on the international market? Are there any markets that stand out? 

·   Are there any geographical factors which affect your market selection 

decisions and if so; why? 

 

Apendix II -  Table 1 

Table 1: characteristics of the firm level types. based on Hadley Wilsons 

(2003) research. 

The early starter The late starter The lonely 

international 

The international 

among others 

The degree of 

internationalizati

on 

Low degree of 

internationalizati

on, while 

operating in a 

highly 

internationalized 

market 

Relatively high 

degree of 

internationalizati

on  

High degree of 

internationalizati

on 

Learning by 

doing  

Low level of 

commitment 

Resides in an 

internationally 

inexperienced 

network  

 

Operates in a 

diverse 

environment 

Little or no 

experience 

working 

internationally 

Enhances its 

international 

experience 

through the use of 

their highly 

Depending on 

first hand 

experience 

Have a need to 

learn and adapt 

quickly to 

maintain/improv

e its network 

position  
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internationalized 

network. 

Few and 

relatively weak 

relationships 

with 

international 

firms 

Internationalizes 

at a higher rate 

then the early 

starter 

 
Greater potential 

to integrate and 

coordinating its 

network 

positions.  
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