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Aim: As a result of growing globalization and competition the issue of internationalization is 
becoming more and more important and relevant for companies all over the world. With 
fading barriers to trade, investment opportunities and technological innovation, more and 
more companies see new openings for increased profit and growth by going international. 
During the last number of years new Swedish fashion brands and clothing companies have 
entered the international market, and Swedish clothing in general is gaining wider interests 
outside Swedish borders. Due to this I found it interesting to look at how Swedish small and 
medium-sized clothing companies start their international expansion, particularly in terms of 
market selection and choice of entry mode. Polarn O. Pyret (PO.P) is a Swedish clothing 
company and one of the leading concepts for children wear in Sweden. PO.P has successively 
expanded internationally and is becoming bigger and bigger. The company was therefore a 
good source to gain a deeper understanding of the internationalization for Swedish clothing 
companies. 
 
Method: This thesis has a descriptive and exploratory purpose and a qualitative approach. 
Furthermore, a single case study strategy has been used. The data is collected both from 
primary resources such as interviews by mail, face to face and phone, while secondary data is 
collected from homepages and annual reports. For the analysis a within-case data analysis has 
been made. 
 
Result & Conclusions: The main finding for this thesis is that PO.P does not follow the 
traditional Uppsala model for internationalization. PO.P seems to penetrate new and more 
distant market stepwise while gaining more knowledge and experience about 
internationalization, but only by the use of franchising. The motivators to go international for 
PO.P can be described as proactive as growth and profit are the main motivators, instead of 
reactive such as demand from someone else. The result also implies that market condition in 
terms of competition and growth potential, in addition to socio-cultural factors play an 
important role in the internationalization process for PO.P.  
 
It seems that it is important for PO.P when selecting the right market for internationalization, 
that the market is close in geographical distance, in addition to low psychical distance, as the 
customers in these markets can more easily understands the brand and the concept, due to 
similarities in culture, climate and development.   
 
PO.P is using a combination of wholly owned concept stores and franchise stores in 
Sweden and master franchise agreements internationally. By using franchise agreements 
PO.P does not have to be responsible of all the risk and they can easily gain experience by 
the franchisee. Using master franchising can on the other hand also give them less control 
over the activities in the markets abroad. 
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1 INTRODUCTION 
 
This chapter gives an introduction to the subject of the thesis including the problem 
discussion and research question. The aim for this chapter is to create an interest and 
understanding of the subject. 
 

1.1 BACKGROUND 
 
As a result of growing globalization and competition the issue of internationalization is 
becoming more and more important and relevant for companies all over the world. With 
fading barriers to trade, investment opportunities and technological improvements, more and 
more companies see new openings for increased profit and growth by going international. 
Today, companies can more easily expand to countries more far away and many companies 
even engage in international business right from their start, so called Born Global (Hollensen, 
2004). Although, there is also huge risk involved when deciding to go international and there 
are no guaranties that a concept that works well at home works elsewhere.  
 
During the last number of years new Swedish fashion brands and clothing companies have 
entered the international market, and Swedish clothing in general is gaining wider interests 
outside Swedish borders.  
 
According to an article in the Swedish net based newspaper Your Money is Swedish clothing 
expanding enormously abroad, from small designers to bigger chains, with 2006 as a record 
year (dinapengar.se, 2008-01-18). The Swedish textile and clothing industry increased sales 
by 12 per cent with a total on approximately SEK 17 billion during 2006 (scb.se, 2007-05-
10). “Swedish textile and clothing industry is a branch for the future and despite hard 
competition Swedish companies are making a good show” says Ola Toftegaard, director of 
the Swedish clothing and textile industry (dinapengar.se, 2008-01-18).  
 
The Swedish Trade Council also predicts a potential growth internationally for the Swedish 
clothing and fashion industry, where most of the new companies are found in the sub segment 
“young fashion”, where export development is high and the potential is growing 
(www.swedishtrade.se, 2008-01-29).  
 
Internationalization is a complicated process and involves an increasing amount of risk, in 
addition to money and time spent on analysing different aspects of the business. Companies 
have to plan and organize their activities, as well as change to the opportunities of the 
international market, if they aim to become internationally competitive. Companies that are 
based on an artistic and creative ability, such as fashion and clothing companies, are different 
from other companies as they produce and sell a creative product and every product is to 
some degree original and different from the prior (Saviolo & Testa, 2002, page 31-32). 
Fashion is also a consumable good and indicates a product with a short life cycle. Due to this 
companies have to develop a good image and become well-known to the international 
customers. Which is often hard and many factors have to be taken into consideration.  
 

 5



1.2  PROBLEM DISCUSSION 
 
There are many theories that try to explain the process of internationalization. Regardless of 
this no common framework has emerged. Little research has specifically addressed the 
internationalization of small and medium-sized companies in general, and clothing companies 
in particular. This is most likely because the characteristics of fashion and clothing industry 
make it distinctive from other sectors (Doherty, 2001). These characteristics have been 
defined as;  
 
“the importance of branding and product design to fashion retailers (Laulajainen, 1992; 
Moore et al., 2000), the variety of market entry methods available (Dawson, 1994; Treadgold, 
1991) and the potential for intangible transfer of management skills (Dawson, 1994; Sparks, 
1996)” (Wigley & Moore, 2007, page 285). 
 
Two main decisions for a company’s internationalization process are the market selection and 
the choice of entry mode (Albaum et al, 1994), in other words; where to internationalize and 
how; “market selection and market entry mode should most appropriately be looked on as 
two aspects of one decision process” (Koch, 2001, page 73). In order to succeed and grow on 
the international arena it is crucial for a company to choose the right market and the right 
mode of entry. Companies also need to pay particular attention to factors that are likely to 
influence on market selection and entry choice. The design and outcome of each market 
selection and entry mode selection depend on the external and internal environmental 
situations (Koch, 2001, page 68). There is no ideal way to deal with these issues as 
international processes are very dynamic in nature. 
 
Polarn O. Pyret is a Swedish clothing company that is already established on the international 
market. Polarn O. Pyret (further referred as PO.P) is one of the leading concept for children 
wear in Sweden. PO.P has been making clothing for children and adults since 1976, and tries 
to combine quality with functionality (RNB, Annual Report, 2005/2006). PO.P has 
successively expand international and is becoming bigger and bigger. The company was 
therefore a good choice to gain a deeper understanding of internationalization.  
 
From the above introduction and problem discussion the research question for my thesis was: 
 

• How can the internationalization process of Polarn O. Pyret be described? 
 
With the underlying investigation of: 

 
  market selection  
 choice of entry mode 

 

1.3 PURPOSE 
 
The purpose with this thesis is to investigate and create an understanding of 
internationalization for the Swedish clothing company.  In particular, the purpose is to explore 
the internationalization process in terms of market selection and choice of entry mode.  
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1.4 LIMITATION 
 
This thesis will not investigate the whole clothing sector in Sweden and therefore the study do 
not claim to present a full picture of the issue, only a general statement about the situation at 
PO.P can be made.  
 
This thesis will not compare many different theories on the issue of internationalization; 
instead the Uppsala Internationalization Model will mainly be applied.  
 
The internationalization process is a very complex phenomenon. All steps are important for 
the company, but for this thesis I have mainly focused on the selection of market and the 
choice of entry mode. Other aspects of the internationalization process such as setting export 
goals, designing marketing plan, and identifying competitive advantages has been ignored. 
 

1.5 DISPOSITION 
 
Chapter 1 This chapter gives an introduction to the subject of the thesis including the 

problem discussion and research questions. The aim for this chapter is to create 
an interest and understanding of the subject. 

 
Chapter 2 This chapter presents the methodology used in the thesis, with some brief 

explanations of the common methodological approaches that are useful when 
conducting a research. In each section presented, the choices for this thesis are 
discussed and justified.  

 
Chapter 3 This chapter presents significant literature on the topic and the theoretical 

framework, which the study is based on. 
 
Chapter 4 This chapter presents the empirical findings from the case study. 
 
Chapter 5  In this chapter the empirical findings are analysed and linked to the selected 

theories. The presentation of the analysis follows the same structure as the 
theoretical and empirical framework. Credibility of the research is also 
discussed.  

 
Chapter 6 In this chapter the research question is answered and the findings are presented, 

followed by some suggestion for further research. 
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2 METHODOLOGY 
This chapter presents the methodology used in the thesis, with some explanations of the 
common methodological approaches that are useful when conducting a research. In each 
section presented, the choices for this thesis are discussed and justified.  
 
 
When conducting a research study, the researcher has to consider and decide upon several 
important decisions, and the choices show the priority of different aspects of the study 
process.  
 

2.1 RESEARCH PURPOSE 
 
First of all the researcher has to decide what the purpose of the study is. Yin (1994, page 1) 
and Eriksson & Wiedersheim-Paul (2001, page 59) claim that the purpose of a research is 
usually explanatory, descriptive or exploratory.  
 
Saunders, Lewis & Thornhill (2003, page 96) state that exploratory purpose is trying to find 
out what is happening, to seek and assess new insight on the issue of the research. Ghauri & 
Grönhaug (2005, page 58) state that an exploratory research is well used when the problem is 
unstructured or when the problem is badly understood. When the problem is structured and 
well understood a descriptive research is more adequate. A descriptive purpose tries to 
provide a picture of varied characteristics of a phenomenon and can sometimes be an 
extension of an exploratory research (Saunders et al, 2003, page 97). If the research is 
explanatory, the intention is to answer questions by analysing cause and associations 
(Eriksson and Wiedersheim-Paul, 2001, page 59-61). Explanatory type of study explains 
relationship between variables and is most suitable when using a statistical way of collecting 
information (Saunders et al, 2003, page 98).     
 
Since the purpose with my thesis was to describe the internationalization of PO.P and the 
problem was well known, a descriptive research was most suitable. But an exploratory 
research is also appropriate as I have tried to identify how PO.P chose which markets to enter 
and how to enter them, and hopefully gain a better understanding of the subject.  
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2.2 RESEARCH APPROACH 
 
According to Ghauri & Grönhaug (2005, page 109) there are mainly two approaches when 
performing a research study; qualitative or quantitative.  
 
The differences between the two approaches are illustrated in this figure: 
 
Qualitative Approach Quantitative Approach 

• Emphasis on understanding 
• Focus on informant’s point of view 
• Interpretation and rational approach 
• Process oriented 
• Observations and measurement in 

natural settings 
• Subjective insider view 
• Closeness to data 

• Emphasis on testing and verification 
• Focus on facts or reasons 
• Logical and critical approach  
• Result oriented 
• Controlled measurement 
• Objective outsider view 
• Distant from data 

Figure 1 Difference in Research Approach 
(Ghauri & Grönhaug, 2005, page 110) 
 
The purpose with my thesis was to gain a deeper understanding of the internationalization for 
PO.P. I decided to investigate this by using a qualitative research approach. A qualitative 
method was best suited as the answers and conclusions of my research could not be quantified 
in figures and were best presented in words instead of numbers.  
  

2.3 RESEARCH STRATEGY 
 
The research strategy will be a general plan of how you will carry out the answers from the 
research questions (Saunders et al, 2003, page 90). There are several different research 
strategies to chose among according to Yin (1994, page 4); experiments, surveys, archival 
analysis, histories and case studies. What strategy to use can be determined by looking at 
following three conditions (Yin, 1994, page 6); 
 

• Type of research questions posed 
• The extent of control the investigator has over actual behaviour events 
• The degree of focus on contemporary as opposed to historical events 

 
A case study strategy is often associated with a descriptive, explanatory or exploratory 
research (Ghauri & Grönhaug, 2005, page 114). According to Yin (1994, page 14) a case 
study can be either a single or a multiple case study. Yin (1994, page 13) further claims that a 
case study is well used when contemporary events in real life context are investigated, and 
relies on multiple sources of evidence. The case study strategy has ability to generate answers 
to “why”, “what” as well as “how” studies (Saunders et al, 2003, page 93, Ghauri & 
Grönhaug, 2005, page 115).   
 
As my research question included “how”, my research did not require control over 
behavioural actions and my research focused on contemporary events, a case study was the 
most appropriate research strategy. My resources for the case study have been collected from 

 9



multiple sources, and I decided to use a single case study due to limited amount of time and 
problems of gaining response from companies willing to set of time for interviews.              
 

2.4 DATA COLLECTION 
 
The purpose of the data collection is to obtain as much relevant information as possible in 
order to find the answers to the research questions. Data can be either primary or secondary. 
Primary data is original data collected specially for the researcher’s purpose while secondary 
data on the other hand is data already collected of others, for another purpose (Ghauri & 
Grönhaug, 2005, page 91, Saunders et al, 2003, page 188). There are advantages and 
disadvantages of both primary and secondary data. Ghauri & Grönhaug (2005, page 95) state 
that all research should start with secondary data sources and when the secondary data is 
exhausted or show diminishing return, one should proceed to primary data. One good 
advantage of using secondary data is the saving of time and money, but on the other hand this 
data is collected for another reason and may not fit your own problem (Ghauri & Grönhaug, 
2005, page 95-97). Primary data is often more consistent with research questions as they are 
collected for the particular issue of the paper but often cost a lot of money and is time 
demanding (Ghauri & Grönhaug, 2005, page 102-105). There can also be some problems 
when working with secondary data. The main problem is that these data are collected for 
another purpose and they might not fit into my problem. Ghauri & Grönhaug (2005, page 98) 
claim that if the data do not fit with the purpose of the research, the data should not be used in 
order to minimise the damage of using the wrong information.  
 
As a case study, according to Yin (1994, page 13) should rely on multiple sources of 
evidence, both primary and secondary data has been used. Yin (1994, page 80) further states 
that there are six sources of evidence when collecting data; documentation, archival records, 
interviews, direct observations, participants-observations and physical artefacts.  
 

2.4.1 INTERVIEWS & DOCUMENTATION 
 
The primary data for my thesis has been conducted through interviews with people working at 
PO.P, which have experience and knowledge of internationalization. The reason I choose 
interviews was that interviews can be a persistent way of gathering valid and reliable data. I 
conducted one interview by mail with the international coordinator at PO.P, Maria 
Strömqvist. The reason to this was lack of time to meet for a face-to-face interview. I also 
conducted one interview by phone with the master franchisee in England, Mats Nilsson. I also 
conducted two face-to-face interviews at one of the PO.P stores in Oslo, one interview with 
the store manager, Tonje Thorn and one with the sales assistant Dana Lande.    
 
According to Saunders et al (2003, page 246) interviews can be structured, semi-structured or 
unstructured, where in semi-structured interviews the researcher will have a list of themes and 
questions to be enclosed. By using this way I could get answers to my questions while the 
interviewee had the opportunity to include other aspects of importance to the interviews. 
Interviews can be conducted through mail, phone or face-to-face (Ghauri & Grönhaug, 2005, 
page 132). Ghauri & Grönhaug (2005, page 133) state that interviews can gain an accurate 
and clear picture of the respondents position and is highly suitable for exploratory study, but 
at the same time demands more of the interviewers skills and understanding of the research 
problem.   

 10



 
There are different advantages and disadvantages between conducting different kinds of 
interviews. Face-to face interviews is good as the situation can be controlled, the interviewer 
can gain the information fast and can come with follow up questions immediately (Eriksson & 
Wiedersheim-Paul, 2006, page 98). On the other hand, Eriksson & Wiedersheim-Paul say that 
there can be problems with finding time to do the interview and can involve high costs from 
travelling to the interviewee and the interviewer and the interviewee can influence each other 
(Eriksson & Wiedersheim-Paul, 2006, page 98).    
 
When conducting phone interviews the questions can not be too complicated or too long, in 
addition to no ability to show visual material, while the interview is quick and easy conducted 
and the costs is low (Eriksson & Wiedersheim-Paul, 2006, page 99).  
 
Disadvantages with conducting interviews by mail can be that the collection takes long time 
and the ability to do follow up questions is restricted, while advantages is low costs and is 
well suited for questions with long answers (Eriksson & Wiedersheim-Paul, 2006, page 99).   
 
I used documentation when collecting my secondary data. Ghauri & Grönhaug (2005, page 
100) claim that several types of documentary secondary data are available, that could be both 
within the company and outside. Internal data can be from websites, annual reports etc and 
external can be data from published or governmental sources. For this thesis I have used 
internal secondary data from PO.P’s website, annual reports and press releases.   
 

2.5 DATA ANALYSIS 
 
According to Yin (1994, page 122) there are two main ways of analysing data when 
conducting a case study; within-case analysis, to use when conducting a single case study, and 
cross-case analysis, to use when conducting a multi case study. In both types the data is 
compared in order to find similarities, dissimilarities and patterns. Yin (1994) further states 
that the analysis can be one of the most difficult aspects when performing a case study, due to 
lack of guidelines on how to analyze the data. Yin (1994 in Saunders et al, 2003, page 388) 
also suggests that when you have formulated a theoretical framework of existing theory this 
may help to organize and direct the data analysis.  
 
As I have conducted a single case study I have used a within-case analysis. The data collected 
from the case study have been analysed and compared to the theoretical framework, in order 
to find similarities, dissimilarities or patterns.  
 

2.6 THE APPROACH OF THE THESIS 
 
Here I have summarized the methods to be used in this research;  
 

• Descriptive and Exploratory Purpose 
• Qualitative Approach 
• Single Case Study Strategy 
• Primary and Secondary Data Collection  
• Within-case Data Analysis 
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2.7 METHODOLOGY CREDIBILITY 
 
When writing a research paper it is important to judge the quality of the research. Two useful 
measurements of this are the validity and the reliability (Yin, 2004, page 18). The validity of a 
study questions whether you have investigated what you wanted to investigate and if the 
results are “true” (Ghauri & Grönhaug, 2005, page 65). According to (Ghauri & Grönhaug, 
2005, page 65) the quality of a research can be judged by internal and external validity, where 
internal validity refers to whether the results obtained within the study are true, and external 
validity refers to if the study can be generalized. Reliability shows the trustworthiness of the 
measuring instrument. According to Yin (1994, page 36) the objective of the reliability is to 
be sure that if a study was made again using the same procedure as the first, the same findings 
and conclusions would appear, and the goal is to minimize errors and biases. Participant error 
or biases as well as observer errors and biases can occur (Saunders et al, 2003, page 101).   
 
In order to ensure the validity of this research I have stated the methodology used carefully as 
well as designed and attach interview guides. Furthermore, I have stated all references used so 
the literature can more easy be retrieved. During the collection and analysis of the data I have 
tried to be as objective as possible, in order to ensure the reliability of this research, however, 
some subjectivity may have to some extent affected the reliability of this thesis.  
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3 THEORETICAL DISCUSSION 
This chapter will present significant literature on the topic and the theoretical framework, 
which the case study is based on.  
 

 

3.1 RESEARCH FRAMEWORK 
 
To be able to answer the research question of this thesis I have used the following theoretical 
framework when conducting the case study.  
 

Figure 2 Conceptual Framework 

INTERNATIONALIZATION 
Stages Model/Uppsala 

Internationalization model 

MARKET SELECTION CHOICE  
OF ENTRY MODE 

By a change agent  
Internal 
External 

 

By the three criteria of 
Psychic distance 
Cultural distance 

Geographical distance

Exporting 
Direct 

Indirect 

Contractual Entry 
Licensing 

Franchising 

Investment Entry 
Wholly owned 
Joint venture 

EXTERNAL INFLUENCING FACTORS 
 

INTERNAL INFLUENCING FACTORS 

Political 
Legal 
Economical 
Socio-cultural 

Financial Resources 
Knowledge/Experience 

Company size 

TRIGGERS TO 
INTERNATIONALIZATION 

Reactive 
Proactive
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3.2 INTERNATIONALIZATION 
 
Internationalization is: 
“The successive development in a company’s international engagement in terms of the 
geographical spreading in markets, products, and operation forms, and the changes in 
management philosophy and organizational behaviour from the beginning of the process to 
the current situation” (Albaum et al, 1994, page 1).  
 
There are many theories that try to explain the process of internationalization, although the 
clothing industry in particular has not been studied much and no common framework has 
emerged. 
 
In this thesis I will focus on the perspective of internationalization that is related to the 
Uppsala internationalization model. The Uppsala internationalization model, can according to 
Korhonen (1991, page 8) be seen as the fundamental and traditional work on companies’ 
internationalization process and can therefore be used as a starting point. However, the 
Uppsala model is not applicable in every situation. The domestic country of the firm, as well 
as the industry in which the firm operates, may question the use of this model (Korhonen, 
1991, page 3). Therefore, other models have developed of which some are based on the 
Uppsala model, while others emphasize different ways to internationalize.  
 
During the 1970s a number of Swedish researchers at the University of Uppsala in Sweden 
(Johanson & Wiedersheim-Paul, and Johanson & Vahlne) focused their interest of the 
internationalization process on small and medium-sized Swedish companies, and developed a 
model of the companies’ choice of market and form of entry when going abroad (Hollensen, 
2004, page 52). This model has been named “the Uppsala internationalization model” and has 
been used to identify internationalization for companies. The Uppsala model suggests that the 
internationalization process is gradual and follows a certain sequence based on the existing 
knowledge of the international markets. 
 
The Uppsala model describes the choice of market and entry mode. As my research question 
deals with the selection of market and choice of entry mode, this theory suits my thesis. I will 
now explain this model and make the issues of entry mode and market selection clear. 
 
The Swedish researchers noted that companies seemed to begin their expansion abroad in 
close markets and only gradually penetrated markets more distant. They also saw that 
companies entered foreign markets in different incremental stages. The assumption was that 
companies developed their international expansion step by step, where each stage represents a 
higher degree of market commitment (Hollensen, 2004, page 53). As companies increased 
their market commitment through incremental stages, they also increased their knowledge 
about foreign markets and establishment of operations in new countries (Albaum et al, 1994, 
page 58).  
 
Johanson & Wiedersheim-Paul (in Buckley & Ghauri, 1999, page 28) distinguished the 
stepwise internationalization between four different stages: 
 

1. No regular export activities 
2. Export via independent representatives 
3. Establishment of foreign sales subsidiary 
4. Foreign production/manufacturing 
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In the first step, the companies initiate their international activity with sporadic exports; in the 
second step, companies develop their activity by exporting through independent agents; in the 
third step, companies begin to create subsidiaries abroad to commercialize their products; and 
in the last step, they proceed to produce their products abroad. 
 
The stepwise increasing of internationalization in the Uppsala model described by Johanson 
& Wiedersheim-Paul is illustrated in the figure below: 
 
 No regular 

export 
Independent 
representatives 

Foreign sales 
subsidiary 

Foreign 
production 

Market 1     
Market 2     
Market 3     
Market 4     
Market 5     
Figure 3 Establishment Chain 
(Hollensen, 2003, page 53, Johanson et al, 2002, page 47) 
 
This pattern-oriented Uppsala model is not applicable in every situation. Other models have 
emerged through time. Hollensen (2004, page 67) states that in resent years increasing 
number of companies does not follow the incremental stages in their internationalization 
process, especially in the retail industry. These companies stagnate on one of the stages, jump 
over stages or internationalize globally right from the establishment, so called Born Global.  
 

3.2.1 TRIGGERS TO INTERNATIONALIZATION  
 
A significant amount of research efforts has also been dedicated to understanding the process 
by which companies decide to start international activities. This is an important factor on the 
internationalization process as it often leads the company into a certain direction on how to 
internationalize, depending on what triggers the internationalisation.   
 
Hollensen (2004, page 31) states that the fundamental reason for internationalization, in most 
companies, is to make money, but “no factor alone rarely accounts for any given action, 
usually a mixture of factors results in companies taking steps in a given position”.  
 
Hollensen (2004, page 64) further claims that many companies try to expand their business 
into foreign markets since international expansion may provide new and potentially more 
profitable markets and help to increase the companies’ competitiveness.  
 
Motives for going international can be differentiated into proactive and reactive behaviour 
(Albaum et al, 1994, page 31, Hollensen, 2003, page 31, Czinkota & Ronkainen, 2001, page 
267). Reactive behaviour represents the company’s response to internal or external pressures, 
and acts relatively passive, while proactive behaviour is the company’s interests in exploiting 
unique competences or market possibilities (Albaum, 1994, page 31).   
 
Examples of proactive motives according to the authors (Albaum et al, 1994, page 31, 
Hollensen, 2003, page 31, Czinkota & Ronkainen, 2001, page 267) are; profit and growth 
goals especially for SMEs the ambition is to grow and in addition to earn further profits; 
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managerial support can also trigger internationalization since it is the motivation of the 
management that often drives the desire to expand for smaller companies; if a company 
produces a unique product that is not available outside national borders it can provide the 
company with competitiveness that can be suitable for internationalization.  
 
Examples of reactive motives can be (Albaum et al, 1994, page 31, Hollensen, 2003, page 31, 
Czinkota & Ronkainen, 2001, page 267); competitive pressures since a company may be 
influenced by competitors to expand international; moreover, if the home markets potential is 
small, a company may include foreign markets as part of their expansion strategy; if the 
company receives unsolicited orders domestically or abroad, the company might become 
aware of export opportunities; physical and psychological closeness to the international 
market may also trigger internationalization.  
  
The internationalization process has a more reactive character when it comes to smaller, 
compared to large companies since large companies often have more resources to properly 
investigate a new market before entering (Hollensen, 2004). Due to this internationalisation 
involves a higher degree of risk for smaller companies. 
 

3.2.2 INFLUENCING FACTORS 
 
There are a lot of factors that affect the internationalization process for clothing companies in 
many different ways, some with a positive effect, and some with a negative effect. It is 
therefore important for companies to consider them and spend time on identifying them while 
expanding internationally. (Hollensen, 2004)  
 
The Uppsala internationalization model (Hollensen, 2004, page 220) reveals several 
determinants of the company’s internationalization, classified into two groups; (1) 
environmental (external) and (2) company characteristics (internal). Hollensen (2004, page 
220) puts forward that the environmental factors that affect retail and fashion companies’ 
internationalization the most are; political and legal factors such as trade barriers, and 
political and governmental stability; economical in terms of economic development and 
infrastructure; socio-cultural meaning social and culture differences, attitudes and 
communication.  
 
In addition to Hollensen’s factors, Wild et al (2006, page 393) and Czinkota & Ronkainen 
(2001, page 492) add market condition as another very important external factor. Market 
conditions can be the size of the market, market potential, costs or competition.   
 
Maharajh & Heitmeyer (2005, page 146) support Hollensen’s factors, that the key differences 
between domestic and foreign markets are the different socio-cultural, legal, political and 
economic factors; 
 
“The political and economic stability of the country (its political overview and economic 
growth); the size of the retail market (the dollar growth, consumer retail spending and the 
history of its growth); the regulations by the local government for the type of market entry 
(joint ventures, wholly-owned subsidiaries and franchising); the type of technical capabilities 
(local infrastructure, telecommunications and the knowledge and expertise of this by the 
locals); the customer base or target market for the retailer (i.e. the education and income 
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level of the population); the competition and its intensity throughout the specific country 
(current size of market share and strength and structure of competitors).”  
 
Company characteristic factors influencing the international process can be according to 
Hollensen (2004, page 42) the degree of internationalization, overseas experience and 
knowledge, size and amount of resources, existing networks for relationship, skills and 
financial capability. 
   
Most crucial for Swedish companies to internationalize are according to Johansen & 
Wiedersheim-Paul (in Buckley & Ghauri, 1999, page 28) lack of knowledge about the 
international markets and lack of resources. This is also in line with Johanson & Vahlne (in 
Buckley & Ghauri, 1999, page 43) were knowledge about the foreign market is an important 
obstacle for internationalization and that the necessary knowledge can be acquired mainly 
through operations abroad.  
 

3.3 MARKET SELECTION 
 
Identifying the right markets for a company’s internationalization is crucial for many reasons. 
It can be a key determinant for success or failure, especially in the early stages of 
internationalization; the decision influences the foreign marketing programme in the 
international market; and the nature of the selected market shape the company’s capability to 
coordinate foreign operations (Hollensen, 2004, page 218).    
 
Czinkota & Ronkainen (2001, page 272) and Hollensen (2004, page 37-42) state that the 
market selection in some cases is a reaction to a motivation provided by a change agent. 
Hollensen (2004, page 37-42) explains this change agent as something within or outside the 
company that triggers the internationalization to take place. In such cases the company acts in 
response to an opportunity in a given market. Internal change agents often occur as new 
management, or a major internal event, while external often are governmental, market 
demand, competition or trade relations (Czinkota & Ronkainen, 2001, page 272).  
    
In other cases (than the change agent) it is easier for companies to enter markets they can 
easily understand and therefore the market selection is often based on the following three 
diverse criteria (Hollensen, 2004, page 219): 
 
• Low psychic distance 
• Low cultural distance  
• Low geographical distance  
 
Psychic distance can be defined as “factors preventing or disturbing the flows of information 
between firms and markets in terms of differences in language, culture, political systems, level 
of education, levels of industrial development, etc” (Johanson & Wiedersheim-Paul, in 
Buckley & Ghauri, 1999, page 28). It is often easy to gain information about the country and 
the uncertainty about the market is low; due to this firms tend to enter psychically close 
markets first (Hollensen, 2004, page 219). 
 
Low geographical distance signifies countries and markets located near the domestic market 
in physical distance (Hollensen, 2004, page 219). Geographical closeness also reflects cultural 
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resemblance and more knowledge about the market, which make companies often limit their 
choices to the close countries.  
 
Johansen & Wiedersheim-Paul (in Buckley & Ghauri, 1999, page 28) point out that if a 
company will use these criteria when selecting a market to internationalize it will often results 
in companies entering new markets with bigger geographical distance, as companies gain 
experience, e.g. the greater the differences are, the smaller is the companies’ level of 
knowledge about the market abroad. Research also shows that younger companies 
(established after 1989) enter more distant markets much earlier than older companies 
(Hollensen, 2004, page 219).  
 

3.4 CHOICE OF ENTRY MODE 
 
The choice of entry mode is an important aspect of the internationalization process and for 
many companies the most significant international decision and vital step. Albaum et al 
(1994, page 146) state that the entry mode is an important step as it decides the degree of a 
company’s control over the selected market and the devotions they make will affect every 
aspect of the business.  
 
Companies have several entry mode alternatives that are available; exporting, contractual 
entry or investment entry (Wild et al, 2006, page 372). Each mode involves different degrees 
of control, risk and flexibility (Hollensen, 2004, page 274). Exporting provides low risk and 
high flexibility but also low control; contractual entry often endows with shared risk and 
control and low flexibility; investment entry on the other hand provides high control, but also 
high risk and low flexibility. 
 
According to Rundh (2001, page 327) the choice of entry mode is based on conditions and 
knowledge about the actual market, as each market might require different modes depending 
on the situation of market.  
 
Most retail companies have limited resources and low experiences and for that reason often 
choose entry mode that provides the lowest risk and is most cost efficient (Rundh, 2001, page 
328). Rundh (2001, page 328) further claims that most common or most suitable mode of 
entry for retail companies is exporting; it is also the simplest and easiest way. Albaum et al 
(1994, page 152) also claim that; “exporting is perhaps the simplest and easiest way to meet 
needs of foreign markets”. 

3.4.1 EXPORT ENTRY 
 
Companies have two options when using export modes; direct or indirect exporting. 
 
According to Wild et al (2006, page 374-375) and Albaum et al (1994, page 191) direct 
exporting is a practice by which a company sells its products directly to buyers in a target 
market by using dependent local sales representatives or independent distributors. A sales 
representative symbolizes only its own company’s products and they do not take title to the 
merchandise, while a distributor do (Wild et al, 2006, page 374-375).  
 
Furthermore, indirect exporting is a practice by which a company sells its products to 
intermediaries who resell to buyers in a target market (Wild et al, 2006, page 375). This entry 
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mode can be suitable for small and medium-sized clothing companies as they often have 
limited resources. There are to broad alternatives to export indirect: (1) use of international 
marketing organizations, such as merchants or agents, and (2) use of cooperative 
organizations, such as piggyback marketing or exporting combinations (Albaum et al, 1994, 
page 191).  
 
Advantages of both direct and indirect exporting are that it is a simple way to start 
international processes, in addition to the rapidity of market entry and the costs saved by not 
having to invest a lot of money or establish facilities in the target market (Kärkkäinen, 2006). 
Exporting also offers low risk and quite small commitment (Hollensen, 2004, page 274). 
There are also disadvantages of exporting, such as high cots of transportation and possible 
tariffs (Kärkkäinen, 2006). The exporting firm may also compete with low-cost location 
manufacturers, in addition to doable lack of control over marketing representatives 
(Hollensen, 2004, page 274). 
 

3.4.2 CONTRACTUAL ENTRY 
 
If it is hard for a company to use exporting as entry mode, maybe due to lack of experience, 
resources or skills, companies can choose contractual entry modes. The most common 
contractual modes of entry are according to Hollensen (2004, page 308) and Wild et al (2006, 
page 382) licensing and franchising.  
 
Wild et al (2006, page 382) explain licensing as a method of foreign market operations where 
a company in one country (the licensor) enters into a contractual agreement with a company 
or person in another country (the licensee) whereby the licensee is given the right to use 
something owned bye the licensor. The licensor normally receives royalty payments based on 
a percentage of the licensee’s sales revenue generated from the licensed property (Wild et al, 
2006, page 282).  
 
There are several advantages with licensing. First, a licensor can use licensing to finance 
international expansion as the licensee often has to chip in with resources (Wild et al, 2006, 
page 382). Another advantage according to Wild et al (2006, page 382) is that licensing helps 
the licensor from increased risk from operating in an unknown foreign market. On the other 
hand, the licensee might become a competitor after the licensing agreement has expired as the 
licensee might be able of producing and marketing a better edition of the product (Wild et al, 
2006, page 383). The license might also limit the licensor’s future expansion abroad as they 
can not start selling on their own where they have a license agreement.     
 
Franchising is similar to licensing as one company (the franchisor) supplies another (the 
franchisee) with property and other assistance (Wild et al, 2006, page 383), but different is 
that franchising gives the company better control over sales in the foreign market. The 
franchisee must also meet strict guidelines on the products, management duties and marketing 
(Wild et al, 2006, page 383).    
 
Doherty (2007, page 184-185) claims that franchising has become an established trend for 
retail copanies. Franchising “enables them to operate their own businesses to exactly the same 
standards and format as the other units in the franchised chain (Grant, 1985, page 4, from 
Doherty, 2004, page 1216).  
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Doherty (2007, page 192-198) gives different reasons to why retail and clothing companies 
choose franchising as entry mode;  
 

(1) Organisational factors such as  
a. international retailing experience  
b. availability of financial resources  
c. presence of a franchisable retail brand  
d. company restructuring  

 
(2) External environmental factors such as  

a. opportunistic approaches  
b. social market complexities  
c. availability of potential franchise partners 
 

One of the major factors which motivate fashion retailers to franchise according to Doherty 
(2007, page 192-198) is the presence of a strong retail brand or brands which are attractive to 
franchise partners and by employing franchising the company can benefit from the 
franchisees’ knowledge of local market conditions. Although franchising can cause problems; 
franchisors might find it hard to manage a large number of franchisees in different markets, in 
addition to loss of organizational flexibility for the franchisee (Wild et al, 2006, page 385).   
  

3.4.3 INVESTMENT ENTRY 
 
Investment entry modes are concerning joint ventures, wholly owned subsidiaries through 
establish a new venture (greenfield) or acquiring existing ones (acquisitions). 
 
A lot of investment proposals are to acquire an existing foreign firm rather than start a new 
venture. Acquisitions occur when a transfer of existing assets from local firms to foreign firms 
takes place and this way to enter foreign markets is suitable for situations were there is need 
for less strategic flexibility and were the firm has limited resources (Kärkkäinen, 2006). 
 
Kärkkäinen (2006) further states that one of the greatest advantages that an acquisition offers 
is the rapid access to new markets, but costs and multiple risks come with an acquisition in 
addition to high financial commitment and legal and regulatory requirements in the target 
market. 
 
In Greenfield investments the firms establish new wholly owned manufacturing subsidiaries 
in a foreign market. Greenfield investment is most suitable for rather large firms, due to the 
need of resources, experience and financial capital (Kärkkäinen, 2006). 
 
A major disadvantage of this type of entry mode is the time and money it takes to construct 
new facilities, hire and train employees and launch production (Wild et al, 2006, page 388). 
Advantages on the other hand are the sustainable control over the technology, marketing and 
distribution of its products (Kärkkäinen, 2006).  
 
A joint venture is a separate company that is created and mutually owned by two or more 
independent entities to achieve a common business purpose. Typical reasons why firms form 
a joint venture can be divided in three groups: (1) government policies, (2) one partner’s 
needs for another partner’s skills, (3) one partner’s needs for another partner’s attributes or 
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assets, and in some cases a joint venture can be the only way in which a firm can be profitable 
(Kärkkäinen, 2006). According to Wild et al (2006, page 390) joint venture can be wise when 
market entry requires large investment and if the international market is off-limits.  
 
The advantages of joint venture are shared ownership and control, and through that reduced 
risk and saved capital, in addition the company will benefit from the partner’s knowledge and 
skills (Wild et al, 2006, page 390). On the other hand, there can be a risk by giving the partner 
control of own assets and conflicts can occur and disagreements such as different objectives, 
decision making problems and protection of minority shareholders can become serious 
(Kärkkäinen, 2006).  
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4 EMPIRICAL STUDY 
This chapter will start with presenting information about the company, which are relevant to 
gain a better understanding followed by the empirical findings from the study based on the 
theoretical framework. 
 
 

4.1 POLARN O. PYRET  
 
PO.P has been making cloths for children and adults since 1976 and tries to combine quality 
with functionality (www.polarnopyret.se, 2007-05-20). In 2005/2006 PO.P had a net sale of 
331.4 million SEK, which was an increase with 18 per cent from the year before (RNB, 
Annual Report, 2005/2006, page 7). PO.P has recalculated to full time; 183 employees in 
Sweden including the stores (Marie Strömqvist interview). 
 
PO.P is closely related with its stripes that have been around from the start. The stripes 
represent “quality, durability, playfulness, charm and an easy attitude that everyone can 
relate to” and the cloths are “comfortable clothes in beautiful natural materials, easy to wash 
and care for” (www.polarnopyret.se, 2007-05-20).  
 
During the war years of 1939 – 1945 the founding Adamsson family began the sale of baby 
products under the name of “Pyret”, but the classic PO.P stripe, developed by the designer 
Gunilla Axén, was launched in 1976 together with the first PO.P collection 
(www.polarnopyret.se, 2007-05-20, RNB, Annual Report, 2003/2004, page 16).  
 
PO.P is one of the top concepts for children wear in Sweden, and as stated on the homepage 
of PO.P; “Perhaps it comes from the strong, straightforward concept. Perhaps it is the 
consistent focus on quality. Perhaps it is the stripes, which for Polarn O. Pyret has become 
what checks are to Burberry. At any rate, it is clear that those combined factors have 
contributed to creating the strong brand Polarn O. Pyret, which celebrated its 30th 
anniversary in 2006” (RNB, Annual Report, 2005/2006, page 20). 
 
After years of recession, PO.P went through a merger with Portwear in 2000, mostly with the 
purpose of sharing costs such as IT and logistics; the fashion group RNB Retail and Brands 
was born, and a year later, in 2001, the company was listed on the Stockholm Stock 
Exchange’s O-list (RNB, Annual Report, 2005/2006, page 21). 
 
RNB Retail and Brands consists of two lines of business; PO.P and Departments & Stores, 
and its business concept is to “adopt an international perspective in efforts to own, operate 
and develop store concepts for fashion and quality-conscious customers” (rnb.se, 2007-05-
18).  
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4.2 INTERNATIONALIZATION 
 

PO.P is expanding very quickly on the international arena. PO.P has today 88 stores, where 58 
are located in Sweden and the following internationally (Marie Strömqvist interview, RNB, 
Annual Report, 2005/ 2006, Mats Nilsson interiew);  
 

• 16 in Norway, with another eight planned 
• two in Estonia  
• two in Latvia 
• one in Lithuania 
• eight in UK, were five are “shop-in-shop” and another six planned   
• two in Finland 
• one in Russia  
• one in Island 
• one in Denmark is under construction 

 
According to the international coordinator at PO.P, Marie Strömqvist (interview), the first 
store outside Swedish borders opened in 1978 in Island, but the expansion started for real in 
1994 when the first store opened on the 23 of October 2003 in Norway. Marie Strömqvist 
further explains that operations are conducted through a combination of wholly owned stores 
and franchise stores in Sweden and by the use of master franchise concept in international 
markets.  
 
Cecilia Tufvesson Marlow, former President of PO.P (RNB, Annual Report, 2005/2006, page 
24) claims that “many countries lack high quality, well-designed, functional children’s 
clothing in the mid-price segment, which means that there are many people interested in 
taking on the role of master franchisee”.  
 
The reason why PO.P decided to go international was mainly that they saw an opportunity to 
expand and grow. Most important when PO.P goes international is that there is a ”room” for 
them and that there is a market for what they are offering, e.g. the consumers understands the 
brand and what it stands for (Strömqvist interview).  
 
Marie Strömqvist (interview) tells me the following about factors important for PO.P’s 
internationalization: “As PO.P expands through master franchise agreement many of the 
external and internal factors affect the franchisee instead of PO.P head-office and home 
country”.  
 
Economical factors in form of infrastructure in a certain market are a key factor for PO.P in 
their international expansion, as it is something that makes an expansion possible or not in a 
certain market. Political and legal factors are also important for the expansion but have never 
been a problem for PO.P as they always follow the rules of the new country and would never 
enter a market if there were problems with the government. PO.P has neither entered a market 
where trade restrictions have been a problem as PO.P has assignments with mostly members 
of the European Union. Exchange rates on the other hand do not affect PO.P as they always 
demand for payment in Swedish Kronor and is therefore something that affects the 
franchisees and dealers. (Marie Strömqvist interview)  
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Important for PO.P is also the growth potential and the market conditions in form of big 
demand and competition, as competition make better presumptions (Marie Strömqvist 
interview). There are many producers of children clothing but PO.P is one of the top concepts 
for children wear inside the quality segment in Sweden (RNB, Annual Report, 2005/2006, 
page 20) and the uniqueness of the concept with a combination of quality and functionality, 
and therefore make them strong competitor internationally. Both Tonje Thorn (interview) and 
Dana Lande, (interview) says that they do not see any big competitors in Norway for PO.P, 
maybe when it comes to outerwear, but as a concept there are no other brands as PO.P. In 
England there are some competitors, but PO.P is unique in many ways and “as soon as 
customers try PO.P they realize how good it is and we offer things that did not exist in 
England before” (Mats Nilsson interview). Growth potential of the selected market is also 
important as this will increase demand and enable expansion (Marie Strömqvist interview). 
 
Furthermore, Marie Strömqvist say that the socio-cultural factors are affecting PO.P as they 
prefer markets that have similar culture as Sweden and where the market understand PO.P and 
what they want to represent. Nordic countries have bigger potential due to similarities in 
economic and culture structure.  
 
When it comes to internal factors that have affected PO.P’s internationalization, Marie 
Strömqvist says that it is more that the expansion to international markets has affected the 
internal factors instead of the other way around. “PO.P has been quick to see the demand of 
more people at different positions to be able to follow the expansion and to oblige to the 
increasing demand from new markets round the world” (Marie Strömqvist interview).  
 
Mats Nilsson, Tonje Thorn and Dana Lande all say that the biggest challenge for PO.P 
internationally is getting consumers to know the brand and the concept and realise what it 
stands for. “After trying and experiencing the brand customers realise that the little extra they 
have to pay for the products  is paid back to them in good quality and functionality” Tonje 
Thorn (interview) says. This is according to them all also the biggest factor behind the success 
of PO.P; customer getting to know the concept, experiencing the quality, without trends and 
not having to dresses the children as small adults.  
 
According to Mats Nilsson Swedish clothing brands and Swedish brands in general have a 
very good reputation internationally; “Swedish brands signifies good quality and functionality 
together with good design. Swedish companies have also a reputation of being collaborative 
and the cultural barriers are not that big for Swedish brands”, which suits lots of people and 
something the customers can trust. 
 

4.3 MARKET SELECTION 
 
On October 23 in 2003, PO.P opened its first store in Norway and during the year of 2006, 
new agreements were signed for the markets in Finland, Poland, England, Ireland and Russia 
(Marie Strömqvist interview). At PO.P they anticipate that they will have a presence in at 
least 20 countries by 2010 (RNB, Annual Report, 2005/2006, page 9). Parallel with PO.P’s 
capture of new markets, expansion within those markets in which the concept already exists 
continues, even the domestic (BNB, Press Release, 2004-12-17). There are plans to open eight 
new stores in Norway (Tonje Thorn interview) and six new stores in England (Mats Nilsson 
interview) during the year of 2008.  
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According to Cecilia Tufvesson Marlow (RNB, Annual Report, 2005/2006, page 24) it is a 
clear logic behind the establishments in all of these countries: “They comprise a portion of 
our local market, both in terms of climate zone and transportation distances. In addition, 
Poland and Ireland, for example, are among those countries that have the fastest growing 
economies in Europe, with significantly increased purchasing power as a result.”  
 
At the beginning, how the countries were located according to Sweden; in addition to market 
potential were the most important factors when PO.P selected the right markets to penetrate. 
At the moment PO.P is looking at the market potential, how the market fits their expansion 
strategies, what governmental barriers that exist in the potential market, but not to forget the 
cultural climate and how close the potential market is located according to Sweden (Marie 
Strömqvist interview). 
 
The number of markets willing to sign agreements with PO.P is considerable and PO.P is 
expanding fast. Cecilia Tufvesson Marlow (BNB, Press Release, 2004-12-17) says that;  
 
“The fact that we chose Estonia and Latvia this time is due to a combination of several 
factors. These countries are part of our neighbouring market and are also ranked among the 
fastest-growing economies in Europe. There is a strong flow of tourists to the countries and 
the nations’ purchasing power is increasing sharply, at the same time as new shopping malls 
are emerging at a fast pace and demand for quality is considerable. On the whole, we see 
major potential for a strong brand like PO.P”.  
 
It is important for PO.P that the markets they chose to have franchise contracts with are close 
according to geographic distance as these markets are easier when it comes to logistic It is 
also important that the customers understands the PO.P concept and the products, and of 
course want the products (Marie Strömqvist interview). 
 
Mats Nilsson, believes that the farer away from Scandinavia PO.P operates the harder it will 
be for the customers to understand the concept of PO.P.   
 
Mats Nilsson further says that even if PO.P operates in relatively close markets in form of 
geographical and psychical distance, the markets are different from each other; something that 
might sell in Sweden might not sell in England and this is something that PO.P has to and is 
working with. It is important to keep the concept similar in all markets, but small adjustments 
must be made to suit the individual markets demands, Mats Nilsson adds.  
 
Both Tonje Thorn and Dana Lande say that they believe PO.P chose Norway as first market to 
enter due to closeness in geographical distance and climate as well as culture, and before 
many people bought PO.P when they went to Sweden but now they do not have to and the 
interest is increasing. 
 

4.4 CHOICE OF ENTRY MODE 
 
In 2005/2006 PO.P opened 13 new franchise stores and one wholly owned (RNB, Annual 
Report, 2005/2006, page 15). Operations are conducted through a combination of wholly 
owned stores and franchise stores in Sweden and by the use of master franchise concept in 
international markets. The successful master franchise model has enabled rapid establishment 
of the PO.P brand in new markets at limited risk, from which PO.P receives royalties on every 
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garment sold, while not having to make any investments in the form of opening stores and 
hiring personnel (RNB, Annual Report, 2006/2007, page 85).  
 
PO.P has chosen to use master franchise agreements as international entry mode. The master 
franchise concept involves PO.P appointing a master franchisee for each new market who 
receives the franchise rights for an entire country in exchange for royalties, and the master 
franchisees themselves are responsible for the operations in their particular market and the 
investments required (Marie Strömqvist interview, RNB, Annual Report 2006/2007, page 12).  
 
“Finding the right master franchisees is the key to ensuring our continued success. We’re 
proud to have been named, for the second time – the first time was in 2003) – ‘the Most 
Successful Swedish Franchise Chain of the Year’ by the Swedish Franchise Association” says 
Ann-Christin Edling-Jönsson (RNB, Annual Report, 2006/2007, page 85).  
 
In order to do this PO.P has strict demands on master franchisee in terms of industry 
experience, franchise experience and local market knowledge for the potential master 
franchisees (Marie Strömqvist interview). Having sufficient capital to perform a complete 
market analysis, for example, is also absolutely essential; “We have learned to postpone our 
entry into new markets until we have found the right business partner” says Ann-Christin 
Edling-Jönsson, President of PO.P (RNB, Annual Report, 2006/2007, page 85).  
 
Mats Nilsson is Swedish but has lived in England for more than ten years. He knows the 
British market and has at the same time knowledge about PO.P as he has grown up in 
Sweden. He also believes that it was a combination that made him the master franchisee for 
PO.P; his interest and PO.P looking for the right franchisee. For nearly two years ago he 
signed the master franchise agreement with PO.P and the concept has had great success, with 
eight stores and another six planned. (Mats Nilsson interview) 
 
Cecilia Tufvesson Marlow (RNB, Annual Report, 2005/2006, page 24) states that there is a 
gap in many markets for children’s clothing and therefore the interest of signing franchise 
agreements is big.  
 
A master franchisee must operate at least one PO.P store, and within the framework of PO.P’s 
store concept, product lines and determined targets; the master franchisees must establish new 
stores under their own control or via franchisees in accordance with an adopted establishment 
plan (Marie Strömqvist interview, RNB, Annual Report 2006/2007, page 12).  
 
Mats Nilsson believes the reason why PO.P has chosen franchising as entry mode is that it 
enables quick expansion, but without all the risk involved. Tonje Thorn and Dana Lande also 
agree with this.  
 
The advantages Mats Nilsson is experiencing by being a master franchisee for PO.P is first of 
all that is would be impossible to start a successful brand by him self in England; the risk is 
too big and the market in England is very hard. “In England you must stand out and make 
yourselves visible among all the competitors to be able to be successful and with a brand like 
PO.P this is possible” he says (mats Nilsson interview). Mats Nilsson further claims that he 
sees no actual disadvantages by being master franchisee for PO.P, although, there are some 
things that have to be improved;  
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“As master franchisee you gets a package with the store concept, logistic, marketing etc. 
which is very good but this package might not be 100 per cent perfect for each market. Some 
products or marketing campaigns might not work as well as in Sweden or in some of the other 
countries” and this is now something that PO.P is working with (Mats Nilsson interview). 
 
Tonje Thorn has been store manager for one of the stores in Oslo, Norway for six month and 
in February she will also be manager for another store ready to open. In Norway six stores are 
under the hand of the master franchisee, Knut Lysklaett, while the rest is franchise agreements 
under him. (Tonje Thorn interview)  
 
Tonje Thorn (interview) says that she can see many advantages by having franchising as entry 
mode, both for PO.P and the franchisees; “the franchisee has put a lot of money in the project 
and probably feels more attached to the company”, but she also thinks it is good that she can 
turn directly to the master franchisee if there is something she is wondering or have ideas 
about, and he deals with it further to the head quarter, so she can concentrate on running the 
store. When I ask her about disadvantages, she says that the expansion might not go that fast 
or easy as it is the master franchisee that has to put in the big investments and stand for all the 
risk. This depends on each market condition and can therefore be complicated and a slow 
process. For her self she says the same as Mats Nilsson, in England, that there are things that 
might work in Sweden but that does not work in Norway and in her store. At the same time; 
“these are small things that PO.P head quarter deals with in a very positive way”, she adds. 
(Tonje Thorn interview)     
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5 ANALYSIS 
In this chapter the empirical findings will be analysed and linked to the selected theories. The 
presentation of the analysis will follow the same structure as the theoretical and empirical 
framework. Credibility of the research will also be discussed.  
 
 

5.1 INTERNATIONALIZATION 
 
According to the Uppsala Internationalization model the internationalization process for 
SMEs is gradual and follows a certain sequence based on the existing knowledge of the 
international markets, where companies begin their expansion abroad in close markets and 
gradually penetrated markets more distant. According to the model companies also developed 
their international expansion step by step, where each stage represents a higher degree of 
market commitment. PO.P does not seem to follow the traditional Uppsala model, not in 
terms of increased market commitment in different steps as PO.P only uses franchising 
abroad, but in terms of increasing knowledge and experience on how to more easily enter new 
markets and new markets more distant. It seems that the Uppsala model might not be the 
ultimate starting point for internationalization for small companies such as PO.P.  
 
The main motivators for internationalization are according to Hollensen (2004) profit and 
growth. These are also the reasons why PO.P chooses to go international, in addition to that 
there has to be a “place” that fits for PO.P’s products.  
 
The Uppsala internationalization model exposes a number of determinants of a company’s 
internationalization, classified into external, such as political, legal, economical, socio-
cultural and market conditional factors and internal factors, such as financial resources, 
knowledge, experience and company size.  
 
I can conclude that there are a number of factors that influence the internationalization 
process for PO.P, but that those factors vary according to the different international market 
and the situation. This implies that each situation and each factor has to be carefully 
considered at an internationalization process. Johanson & Vahlne (in Buckley & Ghauri, 
1999) state that knowledge about the foreign market is a key obstacle for internationalization 
for SMEs and the necessary knowledge can be acquired mostly through operations abroad. 
 
PO.P is now operating in more than 9 countries and is expanding quickly. I believe they have 
gained the experience and knowledge necessary to be able to be competitive and successful 
on the international arena. The result also implies that market condition in terms of 
competition and growth potential, in addition to socio-cultural factors play an important role 
in the internationalization process for PO.P; PO.P prefers markets that have similar culture as 
Sweden and where the market understand PO.P and what they want to represent. Nordic 
countries have bigger potential due to similarities in economic and culture structure.  
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5.2 MARKET SELECTION 
 
As soon as companies have decided to go international it is common that companies select 
markets with the three criteria of low psychic distance, low cultural distance and low 
geographical distance. Johansen & Wiedersheim-Paul (in Buckley & Ghauri, 1999) point out 
that if a company will use these criteria when selecting a market to internationalize it will 
often results in companies entering new markets with bigger geographical distance, as 
companies gain experience.  
 
In terms of market selection for PO.P, the geographical and the psychic distance phenomenon 
can be confirmed. PO.P started their international expansion in countries with the lowest 
psychic distance, in terms of culture, economy and climate. The geographical closeness was 
also mentioned as the most central motive for their market selection.  
 
In this matter PO.P and my selected literature has the same viewpoint.  
 
Furthermore, the more countries PO.P operates in the more they also have to adapt some part 
of the concept to each country in which they operate, even if they are close in terms of 
geographical and psychical distance.  

5.3 CHOICE OF ENTRY MODE 
 
Entry mode alternatives that are available according to Wild et al (2006) are exporting, 
contractual entry and investment entry, were each mode represent different degrees of control, 
risk and flexibility. Doherty (2007) claims that franchising has become an established trend 
for retail SMEs. The key factors for fashion retailers to franchise according to Doherty (2007) 
are the presence of a strong retail brand, in addition to availability of potential franchise 
partners. 
  
This is evidenced at PO.P as the interest in signing franchise agreements seems to be huge and 
in addition to the fact that PO.P appear to be one of the top brands for children wear. PO.P has 
also strict demands on master franchisee in terms of industry experience, franchise experience 
and local market knowledge. Having sufficient capital to perform a complete market analysis, 
for example, is also absolutely essential 
 
The advantage with master franchise agreements for PO.P is that they have a part that knows 
the market and takes on the financial parts in opening new stores. By using a master 
franchisee agreements PO.P does not have to take all the risk that international expansions can 
bring along with a quick way of expansion. The disadvantages on the other hand are that PO.P 
does not have the full control they probably wish they had about how the brand is 
communicated in that market, in addition to lower profits compared to wholly owned stores, 
as the franchisees only pay royalties to PO.P.  
 
In accordance to the theoretical framework of this thesis the results shows a clear and logic 
way, which say that the Uppsala internationalization model are not applicable in every 
situation. The triggers to internationalization are often profit and growth. Internal as well as 
external factors have to be taken in to consideration. Geographical and psychical low distance 
is key determinants for market selection, in addition to franchising as increasing trend for 
companies expanding internationally.    
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5.4 IMPLICATIONS 
 
I believe it can be hard for a Swedish clothing company when deciding to start international 
expansions. First of all it is necessary to look within the company and see if the necessary 
knowledge and resources are in place. Secondly, I see the importance of segmentation, e.g. to 
look within the company and decide what we are, try to find the customer and then decide 
how you can make the customers wanting your product. Furthermore, I believe franchising is 
an excellent way to internationalize as it has advantages that will make the process go easier 
and less risky. I also believe that enter markets close in terms of geographical and cultural 
distance is important and while gaining experience and knowledge enter more distant markets, 
in addition to try to adjust to the different market demands. Finally, I also believe that the 
factors influencing the internationalization process both internal and external has to be taken 
into more consideration, both before and during the expansion.  
 

5.5  CREDIBILITY OF THE RESEARCH 
 
The reason of this study has been to gain an understanding of how one Swedish clothing 
company is dealing with internationalization. The study does not claim to present a full 
picture of the subject, only a general statement and recommendation can be made due to the 
fact that I have only studied one case. Further studies are necessary in order to be able to draw 
any statistical correct conclusions. 
 
I can see weaknesses in my literature about small and medium sized clothing companies. This 
weakness is because of problems finding literature and earlier studies about the issue. Due to 
this I believe it is necessary to spend time and money on this topic. A criticism can also be 
that I have not compared different theories. I could also have been a bit more consequent and 
motivated my choices of literature more.  
 
There are also weaknesses in the empirical chapter, which can be explained by my problems 
of finding people with the adequate knowledge about the issues, in addition to finding time to 
do the interviews.  This has notwithstanding been the biggest problem with my thesis. From 
the beginning it was a question if it was possible to do the thesis about PO.P at all as I 
contacted PO.P at a very hectic time.  
 
The secondary data I have collected is from the homepage of PO.P and other sources directly 
from PO.P and one should be critical to this as it is seen from the viewpoint of PO.P and not 
from the eyes of an objective part. Even though, with my research I wanted to explore issues 
that are quite concrete and if someone else did the study over again they would probably get 
the same result.   
 
Although, looking at all these aspects I believe the thesis gives a clear picture of the general 
issues of internationalization for a Swedish clothing company when entering the international 
arena. I hope my study can be seen as a starting guideline for clothing companies thinking of 
going abroad, but also for students and other people interested in issues of 
internationalization. 
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6 CONCLUSION 
In this chapter the research question will be answered and the major findings will be 
presented, followed by some suggestion for further research. 
 
 

6.1 RESEARCH QUESTION 
 

• How can the internationalization process of Polarn O. Pyret be described? 
 
With the underlying investigation of: 

 
  market selection  
 choice of entry mode 

 
Internationalization 
 
PO.P does not follow the traditional way of the Uppsala Internationalization model when 
going abroad. PO.P seems to penetrate new and more distant market stepwise while gaining 
more knowledge and experience about internationalization. PO.P has today nearly 90 stores in 
9 countries including Sweden.    
 
As for many other companies the motivators to go international for PO.P can be described as 
proactive as growth and profit are the main motivators, instead of reactive such as demand 
from someone else. 
 
The result also implies that market condition in terms of competition and growth potential, in 
addition to socio-cultural factors play an important role in the internationalization process for 
PO.P.  
 
When it comes to internal factors affecting PO.P’s internationalization, it is more that the 
expansion to international markets has affected the internal factors instead of the other way 
around. 
 
Market selection 
 
It seems that it is important for PO.P when selecting the right market for internationalization, 
that the market is close in geographical distance, in addition to low psychical distance, as the 
customers in these markets can more easily understands the brand and the concept, due to 
similarities in culture, climate and development.   
 
Choice of entry mode 
 
PO.P is using a combination of wholly owned concept stores and franchise stores in Sweden 
and master franchise agreements internationally. By using franchise agreements PO.P does 
not have to be responsible of all the risk and they can easily gain experience by the franchisee. 
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Using master franchising can on the other hand also give them less control over the activities 
in the markets abroad.   

6.2 SUGGESTION FOR FURTHER RESEARCH 
 
I believe that internationalization is open for research at many levels, especially in the field of 
clothing industry.  
 
First of all, it could be interesting to do the same study but with a quantitative approach with 
more companies in the same position as the selected for this thesis, to be able to reach more 
standardized conclusions. Another aspect for further research could be to focus on one of the 
issues I have chosen on for internationalization for clothing companies, both in Sweden and in 
other countries, for example other members of the European Union. Instead of focusing on the 
market selection and choice of entry mode it would be interesting to focus on the marketing 
mix for clothing companies expanding internationally, in addition to culture differences. 
Finally, it would be interesting to focus on the brand concept and how a brand it exported.       
 
There is a clear gap in literature and research on internationalization for clothing companies 
and I believe the gap has to be filled, as internationalization is increasing among clothing 
companies both in Sweden and in other countries.   
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8 APPENDIX 
 
 

8.1 INTERVIEW GUIDE – PO.P  
 
Information about the Respondent and the Company 
 

1. Name? 
2. Position in the company? 
3. How long have you been working in the company? 
4. How many employees does your company have? 
5. How much of the total turnover is on the international market? 
6. In which countries do you operate? 
7. When did you first enter the international market? 
8. Which was the first market outside national borders? 

 
Motivators 
 

1. What is the main reason your company choose to go international? 
2. Other motivators? 
3. What factors are important when your company decide to enter a new foreign market? 

 
Selection of Foreign Markets 
 

1. How does your company select the foreign markets? 
2. Do you use any planned strategy? 
3. What factors are important when your company select foreign market? 

 
Choice of Entry Mode 
 

1. How does your company choose entry mode? 
2. What type/types of entry modes have your company used/ are using?  
3. Do you use any planned strategy? 

 
External and Internal Factors Influencing  
 

1. Which of the following external factors have influenced your companies 
internationalization process, and how? 

 
a. Geographical distance 
b. Psychical distance 
c. Socio-cultural distance 
d. Infrastructure 
e. Exchange rates 
f. Political risk 
g. Laws and regulations 

h. Market size and growth 
potential 

i. Competition environment 
j. Market access 
k. Profit and market potential 
l. Market potential 
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m. Trade barriers  
n. Transportation costs 
o. Country risk and demand uncertainty 
p. Costs of serving the market 

 
2. Which of the following internal factors have influenced your companies 

internationalization process, and how? 
 

a. Resources 
b. Skills 
c. Product adaptation 
d. Competitive advantage 
e. Unique products 
f. Management ability  
g. Flexibility and commitment 
h. Planning and control 
i. Excess capacity 
j. Overproduction 
k. Personnel’s motivation 
l. Risks 
m. Company size 
n. Internal experience 
o. Company capacity 

 
Internationalization in general 
 

1. What do you think are the most important factors to take in consideration when a 
company is going international? 

2. Do the foreign operations of your company differ much from the domestic? 
3. Do you think your company’s image have changes abroad compared to home? 
4. Do you feel that international experience and knowledge are important? 
5. Do you feel that a good international network is important? 
6. What main advantages and disadvantages has your company experienced with the 

internationalization? 
 
Comments on the Swedish Clothing Industry 
 

1. Competition? 
2. Future? 
3. Trends in internationalization of Swedish clothing industry? 

 
 
Thank you for your time and cooperation! 



8.2 INTERVIEW GUIDE – MASTER FRANCHISEE  
 
Information about the Respondent 
 

1. Name? 
2. Position? 
3. Number of years as master franchisee for PO.P? 
4. Number of stores? 

 
Internationalization 
 

1. What do you believe are the biggest challenges for PO.P in your country? 
2. What do you believe are the main reasons behind PO.P success in your country? 
 

Selection of foreign market 
 

1. Why do you think PO.P has chosen your country/countries to operate in? 
 
Choice of Entry Mode 
 

1. What do you think PO.P has chosen franchising as entry mode? 
2. What advantages are you experiencing by being a master franchisee at PO.P? 
3. What disadvantages are you experiencing by being a master franchisee at PO.P? 

 
External and Internal Factors Influencing  
 

1. Which of the following external factors do you think influences PO.P in your country 
and in that case how? Other factors? 

 
 Geographical distance  

Psychological distance; cultural, social, etc 
Political stability 
Infrastructure 
Laws and regulations 
Trade barriers 
Market size and growth potential 
Competition 

 
2. Which of the following internal factors do you think influences PO.P in your country 

and in that case how? Other factors? 
 
 International knowledge and experience 
 Skills 

Financial Resources 
  
Internationalization in General 
 
General thought about internationalization for PO.P?  

 38



What do you believe is important to take in consideration for Swedish clothing companies 
who want to be established in your country? 
 
Thank you for your time and corporation 
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8.3 INTERVIEW GUIDE – PO.P EMPLOYEES 
 
Information about the Respondent 
 

1. Name? 
2. Position? 
3. Number of years at PO.P? 

 
Internationalization 
 

1. What do you believe are the biggest challenges for PO.P in your country? 
2. What do you believe are the main reasons behind PO.P success in your country? 
 

Selection of foreign market 
 

1. Why do you think PO.P has chosen your country/countries to operate in? 
 
Choice of Entry Mode 
 

1. What do you think PO.P has chosen franchising as entry mode? 
2. What advantages are you experiencing of franchising at PO.P? 
3. What disadvantages are you experiencing of franchising at PO.P? 

 
External and Internal Factors Influencing  
 

1. Which of the following external factors do you think influences PO.P in your country 
and in that case how? Other factors? 

 
 Geographical distance  

Psychological distance; cultural, social, etc 
Market size and growth potential 
Competition 

  
 
Thank you for your time and corporation 
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